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I N T R O D U C T I O N

This publication has been prepared by the Central 
Statistical Office in collaboration with other government 
departments and the Bank of England. It contains 
calendar year estimates of the United Kingdom balance 
of payments. A summary of estimates for the years 
1952-1967 is show  in Table 1 whilst estimates for the 
years 1946-1951 are shown on page 75. Subsequent 
tables, containing estimates of the general balance of 
payments and of individual items in greater detail, y e  
listed in the Table of Contents (page 2). The tably 
are followed by a description of the sources, methods 
and definitions used in compiling the statistics.

Preliminary estimates of the United Kingdom balance 
of payments for the latest calendar year are published 
in a White Paper (the most recent was Cmnd. 3571) in 
the spring of each year. Detailed quarterly estimates 
are published, with a commentary and notes on any 
major revisions to previous figures, in the March, 
June, September and December issues of Economic 
Trends (September containing a full quarterly series 
from 1958) and are reproduced in summary form in 
other monthly publications of the Central Statistical
Office.

Tables 32-45 and the notes accompanying them in the 
Annex are designed to illustrate certain aspects of the 
balance of payments which do not emerge from the 
standard form of presentation. In particular. Table 32 
(Annex 1) brings together estimates of the value of United 
Kingdom external assets and liabilities at end-years 
1962, 1964, 1966 and 1967, and compares the changes 
during the periods 1963-1966 and 1967 with the figures 
for capital flows shown in the balance of payments. 
Twn npw -sections to the Annex are described below.

New information and revisions

Invisibles
In Table 2 the invisibles accoimt has been condensed 

to separately distinguish services, transfers and interest, 
profits and dividends. This facilitates comparison 
with exports and imports of services shown in the 
national income accounts. Invisibles are shown in 
detail in a new table (Table 8). Tables 10 and 11 
(shipping and civil aviation) have been expanded to 
show an analysis of passenger revenue between visitors 
to and from the United Kingdom and other passengers. 
Table 14 gives further details of financial and allied 
services. A new section to the Annex (Annex 5) draws 
together the current account entries for insurance, 
banking, merchanting and brokerage activities.

Other
Annex 4 analyses and comments on the cash transac

tions in direct investment abroad. Table 6 shows an 
analysis of visible trade on a balance of payments basis 
by main commodity groups. Table 28 provides a link 
between the former series of overseas sterling holdings 
and acceptances outstanding on a gross basis and the 
present series, running from end-1962, of external 
liabilities and claims in sterling.

The effect on the accounts of the devaluation of sterling 
in November 1967 is described on page 69 in the Notes 
and Definitions.

A number of revisions to the figures for 1966 and 
earlier years have been made as a result of later and more 
complete information and through continuing scrutiny 
of the methods of estimation and consistency of 
treatment between different items in the accounts.

Reliability of the estimates
All the estimates are expressed in terms of a precise 

number of £ million, but this does not imply that they 
can be regarded as accurate to the last digit. Some of 
the figures, particularly those relating to 1967, are 
provisional and may be revised later.

Notes on the reliability of the estimates are given on 
page 71.

Overseas sterling area
The section on the overseas sterling area balance of 

payments has been discontinued in this publication 
but the tables with commentary will appear in similar 
form in the September 1968 issue of Economic Trends.

Symbols and conventions used
.. =  not available

n.e.i.
nil or less than £500,000 
not elsewhere included.

V

Central Statistical Office, 
Great George Street, 
London, S.W.l.
August 1968,
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Balance of payments—summary

1952-1959
TABLE 1

Imports (f.o.b.)..........................
Exports and re-exports (f.o.b.)

Visible balance

Government (net):
Services.............................................
Transfers..........................................

Interest, profits and dividends (net) 
Private services and transfers (net) .

Invisible balance

Current balance

Official long-term capital (net) 
Private investment (net) .........

Balance of long-term capital(2)

Balance of current and long-term capital transac
tions..........................................................................

Balancing item .................................
Balance of monetary movements(2)

1960-1967

Imports (f.o.b.)(3) ....................
Exports and re-exports (f.o.b.)

Visible trade balance(3)....................
Payments for U.S. military aircraft

Visible balance(^)

Government (net):
Services.............................................
Transfers..........................................

Interest, profits and dividends (net) 
Private services and transfers (n et).

Invisible balance

Current balance

Official long-term capital 
Loans from Export-Import Bank (net)
Other (net) ...............................................

Private investment (n e t).............................

Balance of long-term capital(2)

Balance of current and long-term capital transac
tions.........................................................................

Balancing item .................................
Balance of monetary movements(2)

£ million

£ million

1960 1961 1962 1963 1964 1965 1966

4,138
3,732

4,043
3,891

4,095
3,993

4,362
4,282

5.001
4,466

5,037
4,777

5,203
5,108

-4 0 6 -1 5 2 -1 0 2 -  80 -5 3 5  
-  2

-2 6 0  
-  12

-  95
-  41

1 ^ 0 6 -1 5 2 -1 0 2 -  80 -5 3 7 -2 7 2 -1 3 6

-1 8 8  
-  94 
+  231
+  192

-2 1 4  
-1 1 8  
+  252
+  228

-2 3 9  
-1 2 1  
+  333 
+241

-2 5 0  
-1 3 2  
+  394 
+  179

-2 6 9  
-1 6 3  
+413  
+  157

-2 7 0
-1 7 7
+470
+  158

-2 8 2  
-1 7 9  
+422  
+  190

+  141 +  148 +214 +  191 +  138 +  181 +  151

—265 -  4 +  112 +  111 -3 9 9 -  91 +  15

-1 0 3  
-  89

-  45 
+  113

-1 0 4  
+  6

-1 0 5  
-  43

-1 1 6
-2 5 4

-  86 
-1 1 7

+  51 
-1 3 2  
-  23

-1 9 2 +  68 -  98 -1 4 8 -3 7 0 -2 0 3 -1 0 4

-4 5 7 +  64 +  14 -  37 -7 6 9 -2 9 4 -  89

+299  
+  158

-  25
-  39

+  75 
-  89

-  73 
+  110

+  41 
+728

+  67 
+227

-  10 
+  99

1967

5,562
5,023

-6 3 7

-2 6 9
-1 8 4
-f410
-F276

+233

-4 0 4

-  86

-4 9 0

H-175
+315

(1) See note on page 76 regarding detailed estimates for these years. For summary estimates of 1946-1951 see page 75.
(2) Assets: increase—/decrease + .  Liabilities: increase -{-/decrease —.
(3) Excluding U.S. military aircraft and missiles. (See note on page 55.)
(**) Including payments for U.S. military aircraft and missiles. (See note on page 55.)
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1952(1) 1953(1) 1954(1) 1955(1) 1956(1) 1957 1958 1959

3,048 2,927 2,989 3,386 3,324 3,538 3,377 3,639
2,769 2,683 2,785 3,073 3,377 3,509 3,406 3,522 j

-2 7 9 -2 4 4 -2 0 4 -3 1 3 +  53 -  29 +  29 -1 1 7  i

-1 4 7 -1 1 9 -1 1 2 -1 1 5 -1 2 8 -  90 -1 4 5

j1
-1 4 5

+  86 +  53 -  19 -  23 -  47 -  54 -  74 -  82
+  252 +229 -{■250 +  174 +  229 +  249 +  293 +260
+  251 +226 +202 +  122 +  101 +  157 +  241 +227

1 +442 +  389 +  321 +  158 +  155 +  262 +  315 +260

+  163 +  145 +  117 -1 5 5 +  208 +  233 +  344 +  143
]

-  20 -  49 -  28 -  62 -  68 +  66 -  50 -1 2 4  ^
-1 1 4 -1 4 5 -1 6 3 -  60 -1 1 9 -1 7 2 -1 4 6 -1 3 1  i

i

j

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

+  29 -  49 -  74 -2 7 7 +  21 +  127 +  148 -1 1 2

+  66 +  32 +  57 +  121 +  42 +  80 +  67 -  22
-  95 +  17 +  17 +  156 -  63 -2 0 7 -2 1 5 +  134 1

Lo

to
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143

--255

-112

CmlllioQ

1967

5,562
5,023

-637

-269
-184
+410
+276

General balance of payments

TABLE 2

1957

Current account
Imports (f.o.b.)O) ......v
Exports and re-exports (f.o.b.)

3,538
3,509

Visible balance(t) -  29

Invisibles
Services

Debits- 175government ................................... ;L
private(2) ......................................  I 1,065

total 1,240

Credits—government 85
private(2) ......................................  I 1,242

1958 1959 1960 1961 1962

3,377
3,406

3,639
3,522

4,138
3,732

4,043
3,891

4,095
3,993

+  29 —117 —406 —152 —102

199
1,010

188
1,058

233
1,183

260
1,212

278
1,231

1,209 1,246 1,416 1,472 1,509

total 1,327

43
1,285

1,301 1,328 1,417

Interest, profits and dividends
Debits ...............................
Credits ..............................

Transfers 
Debits -

334
583

-government 
private .... 

Credits—government
private ....

Total invisibles

389
682

396
656

438
669

46
1,433

39
1,472

1,479 1,511

82
100

422
674

420
753

100 104

Invisible balance ..........................................  1 +262

CURRENT BALANCE ..........................................  +233

Long-term capital account(3)
Inter-government loans (net) ..... ...............
Other U.K. official long-term capital (net) 
Private investment

BALANCE OF LONG-TERM CAPITAL............... -1 0 6

BALANCE OF CURRENT AND LONG-TERM

Balancing item ..........................................................  I + 80

Monetary movements(3)
Exchange adjustments(4)......................................
Miscellaneous capital (net).............................. .
Change in liabilities in non-sterling currencies

(net)...................................................... .;.............
Change in liabilities in overseas sterling area

currencies (net)..................................................
Change in external liabilities in sterling (net) ... 
Change in official holdings of non-convertible

currencies ..........................................................
Change in U.K. balance in E.P.U........................
Change in account with I.M.F.............................
Transfer from dollar portfolio to reserves .......
Change in gold and convertible currency reserves

BALANCE OF MONETARY 
MOVEMENTS..................

1,759
2,021

1,774
2,089

+262 +315

+233 +344

+  75 
-  9

-  44
-  6

-2 9 8  
+  126

-3 1 0  
+  164

-1 0 6 -1 9 6

+  127 +  148

+  80 +  67 1

-  21 

+  10

1-195 +  76

-  22 
+  11 

1 +  1

+  23 
-  10 
-  9

-  13 -2 8 4

-2 0 7 -2 1 5

1,824
2,084

2,049
2,190

+260 +141

+  143 -2 6 5

118
102

1963

4,362
4,282

5,003
4,466

5,049
4,777

5,244
5,108

109 111

2,114
2,262

2,161
2,375

+  148 +214

-  4 +112

-3 0 3  
+  172

-3 2 2
+233

-1 9 2

-1 1 2  -4 5 7

-  22 +299

-3 1 3
+426

-2 4 2
+248

+ 6 8 - 9 8

+ 6 4 + 1 4

- 2 5  + 7 5

+ 10 + 8

-  5 + 6 0

+  126 +416

+ 2
151

+  119 -1 7 7

- 3 5 + 1 3

15 + 4 0

-3 3 3  +53

+ 1 + 1
+374 -3 7 9

+  134 +158

31 +183

- 3 9  -  89

(t) Excluding deliveries of, but including payments for, U.S. military aircraft and missiles,
(2) Private services are shown in detail in Table 8.
(3) Assets; increase —/decrease + ,  Liabilities: increase +/decrease —.
(̂ *) See note on page 70.

80 -5 3 7  -2 7 2  -1 3 6

290
1,298

314
1,397

1,588 1,711

40
1,492

444
838

132
128

113

2,292
2,483

-3 2 0
+277

-1 4 8

37

-  73

-  41

-  16

+  5

+  53

+  110

1,532 1,622

491
904

163
154

131

2,519
2,657

+  191 +138

+111 -3 9 9

-3 9 6  
+  142

-3 7 0

-7 6 9

+  41

-  27

+  218

+  359

+  122

+728

>1,

5,660
5,023

-6 3 7

316 I 324 
1,478 I 1,515

46 I 42 
1,668 1 1,754

555
1,025

135

2,693
2,874

-3 5 3  
+  236

+  67

+  40

-1 3 7

+499

-2 4 6

+  227

568
990

179
183

134

2,769
2,920

+  181 +151

- 9 1 + 1 5

-3 0 3
+280

-2 0 3  -1 0 4

-2 9 4  -  89

10

-1 1 6

-1 4 8

-  45 
+  128

+  99

305
1,603

1,794 1,839 1,908

36
1,941

1,714 1,796 1,977

603
1,013

184
197

135

2,892
3,125

+  233

404

-4 2 4
+395

-  86

-4 9 0

+  175

-1 0 1  
+  40

+  189

+  24 
+293

-3 1 8  
+204  
-  16

+315

#
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Balance of payments with overseas sterling area
TABLE 3 £ million

..

1958

Current account
Imports (f.o.b.)   I 1,251
Exports and re-exports (f.o.b.) ......................................... 1,433

Visible balance.............................................................  1 -H  82

Invisibles 
Debits

Government .................................................................. I 172
Transport

Shipping...................................................................... I 137
Civil aviation .......................................................... 15

Travel ..........................................................................  40
Other services .............................................................. 45
Interest, profits and dividends ................................  128
Private transfers .........................................................  55

Total ..............................................................................  I ^
Credits

Government .................................................................. I 10
Transport

Shipping...................................................................... I 237
Civil aviation .......................................................... 23

Travel ..........................................................................  50
Other services .............................................................. I 148
Interest, profits and dividends ................................  339
Private transfers .......................................................... 52

Total ..............................................................................  859

Invisible balance .................................................................. +267

CURRENT BALANCE .............................................................. | +449

Long-term capital account(i)
Inter-government loans (n e t) .................................................  | — 28
Other U.K. official long-term capital (net) ........................  I — 6
Private investment

Abroad ................................................................................... I —186
In the United Kingdom .................................................  I — 14

BALANCE OF LONG-TERM CAPITAL ............................  I -2 3 4

BALANCE OF CURRENT AND LONG-TERM CAPITAL
TRANSACTIONS .................................................................. I +215

Inter-area transfers(2) .................................................................. I — 56

Balancing item ..............................................................................  I — 55

Monetary movements(i)(3)
Miscellaneous capital (net) .................................................  I — 13
Change in liabilities in non-sterling currencies (net) .......
Change in liabilities in overseas sterling area currencies (net) • l _ qi 
Change in external liabilities in sterling (net) .................... * ^

BALANCE OF MONETARY MOVEMENTS ........................ I -1 0 4

1959 1960 1961 1962 1963 1964 1965 1966 1967

1,352 1,410 1,402 1,421 1,513 1,632 1,575 1,541 1,537
1,370 1,458 1,429 1,370 1,481 1,551 1,660 1,593 1,538

+  18 +  48 +  27 -  51 -  32 -  81 +  85 +  52 +  1

182 212 245 258 267 288 293 294 280

138 138 145 145 143 143 144 141 146
16 20 21 28 30 34 43 46 52
39 44 49 53 55 64 75 75 82
43 46 45 45 47 49 51 50 54

114 143 148 148 152 177 197 207 202
57 55 58 63 74 85 86 97 102

589 658 711 740 768 840 889 910 918

12 8 12 10 7 12 10 13 15

232 236 233 218 223 234 249 ■ 239 257
27 32 36 41 45 49 58 63 70
49 59 63 64 61 59 63 65 67

152 155 162 171 160 179 179 186 202
327 358 356 400 452 494 545 500 498
52 57 62 65 65 68 69 66 64

851 905 924 969 1,013 1,095 1,173 1,132 1,173

+262 +247 +213 +229 +245 +  255 +284 +222 +255

+  280 +  295 +  240 +  178 +  213 +  174 +369 +  274 +  256

-  53 -  53 -  55 -  50 -  49 -  67 -  49 -  60 -  56
-  4 -  3 -  20 — . —- ■ -  7 -  8 -  5 -  4

-1 6 5 -2 0 1 -1 8 6 -1 5 0 -1 6 2 -1 9 4 -2 1 1 -1 6 2 -2 4 2
1 +  30 +  26 +  52 +  20 +  14 -  31 -  56 -  25 -  7

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

88 +  64 +  31 -  2 +  16 -1 2 5 +  45 +  22 -  53

1  -3 1 8 -  10 -1 5 0 -  44 -1 6 4 +  15 -  46 +  43 -  48

1 +  39 +  173 +  2 -  4 -  5 +  90 -  28 -  66 +  177

+  3 -  4 -  34 -  11 -  25 -  27 _  4 -  9 +  8
+  5 +  5 -  5 +  5 +  22 +  40 +  23 +  60 +  38
+  183 -2 2 8 +  156 +  5 e ( -  6 

+  162
+  8 
-  1

+  7 
+  3

-  45
-  5

+  24 
-1 4 6

+  191 -2 2 7 +  117 +  50 +  153 +  20 +  29 +  1 -  76

(1) Assets: increase —/decrease + .  Liabilities: increase + /decrease —.
(2) This series is liable to revision. Later estimates will be published in the September 1968 issue of Economic Trends.
(3) The element of ‘exchange adjustments’ due to the revaluation of overseas sterling area currencies at the time of devaluation is negligible.
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Balance of payments with non-sterling areas

TABLE 4

1958

Current account
Imports (f.o.b.X^).........
Exports and re-exports (f.o.b.)

2,126
1,973

1959

2,287
2,152

Visible balance(i) ......................................................  153 -1 3 5

Invisibles
Debits

Government ... 
Transport

Shipping.......
Civil aviation

Travel ...........
Other services

104 88

Interest, profits and dividends ............................... 261
Private transfers 

Total

44

1,182 1,235

47Credits
Government..............................................................

Shipping..................................................................  I 394
Civil aviation ......................................................

Travel ......................................................................
Other services ........................................................... .
Interest, profits and dividends ............................... 543
Private transfers ......................................................  1 '1

31

Total ..........................................................................  1.230 1,233

Invisible balance ..............................................................  +  2

CURRENT BALANCE ..........................................................  -1 0 5  -1 3 7

-  16
Long-term capital account(2)

Inter-government loans (net)...............................................
Other U.K. official long-term capital (net) .......................
Private investment ,

Abroad ..............................................................................
In the United Kingdom ..............................................  -i-17o

-1 3 8  
-f 142

BALANCE OF LONG-TERM CAPITAL.............................

BALANCE OF CURRENT AND LONG-TERM CAPITAL 
TRANSACTIONS .............................................................

Inter-area transfers(3) ............................................................

Balancing item .......................................................................

4- 38

-  67

-F 56

4-122

-  63

1,285

-1 0 6

-5 6 0

-121
4-207

4- 39

1960 1961 1962

2,728 2,641 2,674
2,274 2,462 2,623

-4 5 4 -1 7 9 -  51

115 133 141

533 530 523
58 64 69

142 151 157
202 207 211
295 274 272
46 44 48

1,391 1,403 1,421

37 34 29

1,338 1,406

- 6 5 - 1 5

-2 4 4  -  66

-1 2 7
-F374

-  92 
4-228

-2 0 0

4-318

-  61

Monetary movements(2)
Exchange adjustments(**) ..................................................
Miscellaneous capital (net) ..............................................
Change in liabilities in non-sterling currencies (net) .......
Change in external liabilities in sterling (net) ...................
Change in official holding of non-convertible currencies
Change in U.K. balance in E.P.U..............................
Change in account with I.M.F...................................
Transfer from dollar portfolio to reserves .............
Change in gold and convertible currency reserves ..

• • •

-2 8 4

-5 2 1

4- 10

4-126

4-119

BALANCE OF MONETARY MOVEMENTS -111 -  57

4-277 -}- 82

4- 33 4- 16

-fl50  4- 44

-  27 4- 79

-151

-1 7 7

4-385

4-374 -3 7 9

-  31 4-183

-1 5 6  -1 3 9

£ million

(1) Excluding deliveries of, but including payments for, U.S. military aircraft and missiles.
(2) Assets: increase —/decrease 4-. Liabilities: increase 4-/decrease—.
(3) This series is liable to revision. Later estimates will be published in the September 1968 issue of Economic Trends. 
(“̂) See note on page 70.

5 3 4 2  B

1963 1964 1965 1966 1967

2,849 3,371 3,474 3,703 4,123
2,801 2,915 3,117 3,515 3,485

-  48 -4 5 6 -3 5 7 -1 8 8 -6 3 8

155 189 200 209 209

540 586 590 582 645
74 82 91 104 119

186 197 215 222 193
223 242 269 295 312
292 314 358 361 401

54 69 81 86 95

1,524 1,679 1,804 1,859 1,974

33 33 36 29 21

434 452 475 469 535
86 94 103 117 130

127 131 130 154 169
356 379 411 461 511
386 410 480 490 515
48 63 66 68 71

1,470 1,562 17,01 1,788 1,952

-  54 -1 1 7 -1 0 3 -  71 -  22

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

-  48 -  34 -  17 -  1 +  17
-  8 -  8 -  11 -  15 -  14

-1 5 8 -2 0 2 -1 4 2 -141 -1 8 2
-1-263 +  173 +  292 +  305 +  402

+  49 -  71 +  121 +  148 +  223

-  53 -6 4 4 -3 3 9 -1 1 1 -4 3 7

+  164 -  IS +  46 -  43 +  48

-  68 -  49 +  95 +  56 -  2

-1 0 1
-  16 +  44 -1 0 7 +  32
-  38 +  178 -1 6 0 -2 0 8 +  151
-  47 +  49 +  61 +  133 +439

+  5 +359 +499 -  2 -3 1 8
— +  316 +204

+  53 +  122 -2 4 6 -  34 -  16

-  43 +  708 +  198 +  98 +391

V  ♦   ̂ ^

w
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Visible trade in the balance of payments
TABLE 5 £ million
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Visible trade (f.o.b.)(0 — analysis by commodity

TABLE 6

(1) Excluding deliveries of, but including payments for, U,S. military aircraft and missiles.

1958 1959 1960 i
1

1961 I111
1962 1963 1964 1

1
1965 1966

Food, beverages and
tobacco

ImDorts....................... 1,380 1,416 1,437 1,393 1,472 1,513 ' 1,612 1,555 1,565
Exports ....................... 211 214 219 232 238 270 300 315 345

Visible balance....... -1 ,169 ; -1 ,202 -1 ,218 -1,161 -1 ,234 -1 ,243 -1 ,312 -1 ,240 ! -1 ,220

Basic materials
j 11

944 933 896Imports ...................... 772 807 920 863 790 841
Exports ...................... 176 178 188 202 206 209 196 189 195

Visible balance....... -  596 -  629 -  732 -  661 -  584 -  632 -  748 -  744 -  701

Mineral fuels and 
lubricants

i 1

Imports....................... 310 333 358 350 395 426 448 476 479
Exports ...................... 136 125 135 125 148 167 140 134 134

Visible balance....... -  174 -  208 -  223 -  225 -  247 -  259 -  308 -  342 -  345

Manufactured goods

1
!

Imports^).................. 894 1,056 1,393 1,400 1,396 1,529 1,941 2,018 2,229
Exports ....................... 2,767 2,886 3,064 3,209 3,282 3,505 3,694 3,992 4,280

Visible balance....... +  1.873 +  1,830 +  1,671 +  1,8091 +  1,886 +  1,976 +  1,753 +  1,974 i +2,051

Commodities and trans- 
actions not classified 
according to kind

Imports...................... 21 27 30 37 42 53 58 67 75
Exports ...................... 116 119 126 123 119 131 136 147 154

Visible balance....... +  95 , +  92 +  96 +  86 +  77 +  78 +  78 +  80 +  79

Total
Imports(i).................. 3,377 3,639 4,138 4,043 4,095 4,362 5,003 5,049 5,244
Exports ...................... 3,406 3,522 3,732 3,891 3,993 4,282 4,466 4,777 5,108

Visible balance....... +  29 -  117 -  406 -  152 -  102 -  80 -  537 -  272 -  136

£ million

1967

1,611
347

-1 ,264

845
176

-  669

530
132

398

2,592
4,221 V

+  1,629

+  65 i .

5,660
5,023

-  637

%
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Visible trade (f.o.b.)(0—analysis by area

TABLE 7 £ million
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+ 1

2,090
1.924

UIS
96?

-14S

1,157
778

-379

- 7 0

625
602

- 2 3

A ‘
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TABLE 8

Debits

Government
Services
Transfers

Total

Private services 
Transport 

Shipping —  
Civil aviation

Travel .............
Other services ..

Total

Interest, profits and dividends 
Private transfers .....................

Total

Government
Services
Transfers

1957

Total 106

Private services 
Transport

Shipping .....
Civil aviation

Travel .............
Other service .,

Total ..........................................  1,242

Interest, profits and dividends 
Private transfers.....................

583
90

Total ..............................................  2,021

Net

Government
Services
Transfers

Total -1 4 4

Private services 
Transport

Shipping ..................................  I +  7
Civil aviation ..........................  — 3

Travel ..........................................  1 — 17
Other services ..............................  I +190

Total ..........................................  +177

Interest, profits and dividends ......  I +249
Private transfers ..............................  I — 20

Invisible balance ..................................  I +  262

1958

57

1,247

682
103

2,089

-2 1 9

+237

+  315

Invisibles

175 199
75 77

250 276

652 586
52 60

146 152
215 212

1,065 1,010

334 389
n o 99

1,759 1,774

1959

188
82

270

1,058

396
100

1,824

43

43

1,285

656
100

2,084

-2 2 7

+  227

+  260

+  260

I960

327

1,183

438101
2,049

45

45

1,372

669
104

2,190

-1 8 8  
-  94

-2 8 2

+  189

11

1961

260
118

378

1,212
422
102

2,114

46

46

641
108
176
508

1,433

674
109

2,262

-2 1 4
-1 1 8

-3 3 2

+221

+  141 +148

1962

399

1,231

420
111

2,161

39

39

1,472

2,375

-2 3 9
-121

-3 6 0

+  241

+  333

+214

r-

1963

290
132

422

683
104
241
270

1,298

444
128

2,292

40

40

1,492

838
113

2,483

250
132

-3 8 2

+  194

+  394 
-  15

+  191

1964

314
163

477

1,397

2,519

45

45

686
143
190
558

1,577

904
131

2,657

-2 6 9
-1 6 3

-4 3 2

+  180

+  138

1965

493

734
134
290
320

1,478

2,693

46

46

1,668

1,025
135

2,874

270
177

-4 4 7

+  190

+470  
-  32

+  181

1966

324
179

503

1,515

568
183

2,769

42

42

708
180
219
647

1,754

990
134

2,920

282
179

461

+239

+  422 
-  49

+  151

£ million

1967

305
184

489

1,603

603
197

2,892

36

36

792
200
236
713

1,941

1,013
135

3,125

-2 6 9
-1 8 4

-4 5 3

+  338

+410 
-  62

+233

• 4
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Government overseas current expenditure and receipts
TABLE 9

1957 1958

Expenditure

Overseas sterling area 

Services
Military .............................................................  I 103
Administrative, diplomatic, etc....................  10

Total services........................................................  I 113

Transfers
Economic grants*..............................................  I 48
Military grants .................................................  9
Other transfers .................................................  5

Total transfers......................................................  62

Total expenditure......................................................  I 175

Non-sterling areas 

Services
Military .............................................................  I 48
Administrative, diplomatic, etc..................... 14

Total services........................................................  I 62

Transfers
Economic grants .............................................. I 1
Military ^ants ....................................... .........
Subscriptions and contributions to inter

national organisations:
Military .........................................................  I 2
Other .............................................................. 8

Other transfers .................................................  I 2

Total transfers ......................................................  I 13

Total expenditure.....................................................  I 75

All areas 

Services
Military .............................................................  I 151
Administrative, diplomatic, etc......................  24

Total services.........................................................  1 175

Transfers
Economic grants .............................................. I 49
Military grants ................................................. I 9
Subscriptions and contributions to inter

national organisations:
Military .........................................................  I 2
Other .............................................................  8

Other transfers .................................................  7

Total transfers......................................................  I 75

Total expenditure....................................................... I 250

of which: military.................................................  162
other ..................................................... I 88

112

60

172

87

17

104

199

77

276

12

1959 1960 1961 1962 1963

108 131 138 146 147
11 12 16 17 19

119 143 154 163 166

50 54 71 75 73
7 7 12 12 19
6 8 8 8 9

63 69 91 95 101

182 212 245 258 267

52 72 86 97 103
17 18 20 18 21

69 90 106 115 124

2 4 3 3 2
— 1 ■

2 3 2 2 3
11 15 18 17 22
4 3 3 4 4

19 25 27 26 31

88 115 133 141 155

160 203 224 243 250
28 30 36 35 40

188 233 260 278 290

52 58 74 78 75
7 7 13 12 19

2 3 2 2 3
11 15 18 17 22
10 11 11 12 13

82 94 118 121 132

270 327 378 399 422

169 213 239 257 272
101 114 139 142 150

£ million

1964 1965 1966 1967

148 154 155 136
22 22 23 22

170 176 178 158

79 89 82 81
30 19 18 17
9 9 16 24

118 117 116 122

288 293 294 280

122 116
1

120 120
22 24 26 27

144 140 146 147

4 4 5 7
— 1 1

6 4 5 7
30 46 45 39
5 6 7 8

45 60 63 62

189 200 209 209

270 270 275 256
44 46 49 49

314 316 324 305

83 93 87 88
30 19 19 18

6 4 5 7
30 46 45 39
14 15 23 32

163 177 179 184

477 493 503 489

306 293 299 281
171 200 204 208

to
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Government overseas current expenditure and receipts {continued)
TABLE 9 (continued)

Receipts

Overseas sterling area 

Services
Military ..................................................
Other ......................................................

Total services..............................................

Transfers ....................................................

Total receipts..................................................

Non-sterling areas 

Services
U.S. and Canadian forces’ expenditure
Other military.........................................
Other ......................................................

Total services..............................................

Transfers
Defence aid..............................................

Total receipts..................................................

All areas 

Services
U.S. and Canadian forces* expenditure
Other military.........................................
Other ......................................................

Total services..............................................

Transfers
Defence aid..............................................

Total receipts..................................................

of which: military ...................................
other..........................................

Government (net)...............................................

£ million

13

1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967

15 9 11 7 10 7 5 9 4 5 8
3 1 1 1 2 3 2 3 6 8 7

18 10 12 8 12 10 7 12 10 13 15

— M — • — ■ — — —
— —

18 10 12 8 12 10 7 12 10 13 15

36 25 18 21 16 17 12 12 9 9 11
29 18 11 13 15 9 18 17 12 11 6
2 1 2 3 3 3 3 4 15 9 4

67 44 31 37 34 29 33 33 36 29 21

21 3 _ _

88 47 31 37 34 29 33 33 36 29 21

36 25 18 21 16 17 12 12 9 9 11
44 27 22 20 25 16 23 26 16 16 14

5 2 3 4 5 6 5 7 21 17 11

85 54 43 45 46 39 40 45 46 42 36

21 3 _ _ . . — 1 .  —

106 57 43 45 46 39 40 45 46 42 36

101 55 40 41 41 33 35 38 25 25 25
5 2 3 4 5 6 5 7 21 17 11

-1 4 4 -2 1 9 -2 2 7 -2 8 2 -3 3 2 -3 6 0 -3 8 2 -4 3 2 -4 4 7 -4 6 1
•

-4 5 3

£

J

•; t

r*> *
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Shipping
TABLE 10

Debits

United Kingdom shipping 
Time-charter payments 
Disbursements abroad

Overseas shipping
Freight on imports ...............................
Passenger revenue:

Visitors from the United Kingdom 
Other passengers ...............................

Total

Credits

United Kingdom shipping
Freight on exports .........................
Freight on cross-trades .................
Time-charter receipts .....................
Passenger revenue:

Visitors to  the United Kingdom 
Other passengers .........................

Overseas shipping
Disbursements in United Kingdom

Total

United Kingdom shipping (net) .................................................  4-128

Overseas shipping (net)

Shipping (net)

£ million

1958 1959 1960 1961 1962 1963 1964 1965 1966 1967

137 149 172 180 180 177 177 169 162 172
300 299 304 313 313 309 313 325 318 325

143 151 189 175 169 189 229 230 231 282

}  ‘
7 6 7 6 8 10 i o { 9

3
9
3

586 606 671 675 668 683 729 734 723 791

150 148 148 148 135 141 146 161 145 156
338 328 337 341 348 350 358 365 364 413
23 24 24 28 32 27 35 40 40 46

}
52 53 48 50 51 52 5 5 { 16

30
22
32

66 68 75 76 82 88 95 103 113 123

631 620 637 641 647 657 686 724 708 792

4-128 4-104 4- 86 4- 72 4- 72 4- 83 4-101 4-127 4-115 4-172

-  83 -  90 -1 2 0 -1 0 6 -  93 -1 0 9 -1 4 4 -1 3 7 -1 3 0 -1 7 1

4- 45 4- 14 -  34 -  34 -  21 -  26 -  43 -  10 -  15 4- 1

P

(
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Travel—analysis by area
TABLE 12 £ million

1958 1959 1960 1961 1962 1963 1964 1965 1966 1967

Debits

Irish Republic ..................................................... 24 26 30 37 39 41 50 57 55 58

Other overseas sterling area countries ........... 16 13 14 12 14 14 14 18 20 24

Western Europe ................................................. 101 112 127 135 139 166 174 188 192 163

N orth America ................................................. 8 9 10 11 12 13 14 14 16 17

Other non-sterling countries ............................ 3 4 5 5 6 7 9 13 14 13

Total .................................................................. 152 164 186 200 210 241 261 290 297 275

Credits

Irish Republic ..................................................... 10 10 13 14 16 19 21 23
1

27
1

24

Other overseas sterling area countries ........... 40 39 46 49 48 42 38 40 38 43

Western Europe ................................................. 27 32 37 41 46 53 53 55 63 70

North America ................................................. 49 52 58 54 54 55 60 61 71 79

Other non-sterling countries ............................ 8 10 15 18 19 19 18 14 20 20

Total .................................................................. 134 143 169 176 183 ISS 190 193 219 236

Travel (net) ............................................................. _  18 -  21 -  17 -  24 -  27 -  53
1______ __

-  71 -  97 -  78 -  39

Travel—analysis by purpose of visit
TABLE 13 £ million

Debits

Western Europe(2)

Rest of world

Total

Credits

Western E u ro p e0

N orth America

Rest of world

Total

Holiday Business Other(i) Total

1966 1967 1966 1967 1966 1967 1966 1967

156 126 21 22 15 15 192 163

63 64 23 26 19 22 105 112

219 190 44 48 34 37 297 275

23 26 18 19 22 25 63 70

39 44 14 15 18 20 71 79

47 48 16 16 22 23 85 87

109 118 48 50 62 68 219 236

0 )  Includes visits for study, visits to  friends or relatives and other visits for which the main purpose was neither holiday nor business.
(2) Excluding overseas sterling area countries.

16
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58

17

13

24

43

70

79

20

236

-39

£ million

tal

1967

163

112

70

79

Other services(0
TABLE 14

Debits

Commissions, etc. on exports.........  ....................................................
Telecommunications and postal services ............................................
Films and television ................................................................................
Non-monetary gold ................................................................................

Royalties, etc. to: j
Overseas parent companies, branches, subsidiaries and associates
Other overseas concerns ....................................................................

Services rendered to United Kingdom enterprises:
By overseas parent companies ........................................................
By overseas branches, subsidiaries and associates ........................

Agency expenses, advertising and other commercial services............

Other(2) ...................................................................................................

Total .......................................................................................................

Credits

Financial and allied services (n.e.i.)(3):
Insurance ................................................................................................
Banking ...................................................................................................
Merchanting ............................................................................................
Brokerage, etc...........................................................................................

Total .......................................................................................................

Commissions, etc. on im ports......... ..........................................................
Telecommunications and postal services ................................................
Films and television ...................................................................................

Royalties, etc. from:
Overseas parent companies, branches, subsidiaries and associates
Other overseas concerns ......................................................................

Services rendered by United Kingdom enterprises:
To overseas parent companies........................ ......................................
To overseas branches, subsidiaries and associates ...........................

Agency expenses, advertising and other commercial services...............

Expenditure by overseas students and journalists ...............................
Construction work overseas.................................. ........................... ;......
Overseas governments’ and non-territorial organisations’ expenditure
Non-govemmental receipts from foreign military forces......................
Other .........................................................................................................

Total

Other services (net)

1964

70

291

103

558

+267

1965

73

320

100

590

+270

1966

81

345

114

647

+302

£ million

1967

100

47

80

366

144

120

34

713

+347

J

(t) For notes on, and definitions of, the items in this table see page 60. As explained there, some estimates are subject to a wide margin of error 
and are liable to revision as new sources of information become available.

(2) Including some items for which the corresponding credits are shown separately (see note on page 62).
(3) Interest received by United Kingdom banks and other financial institutions and the profits of their overseas branches, subsidiaries and associ

ates are included in ‘interest, profits and dividends’ (Table 15), see note on page 60. Furthermore, the earnings on services rendered to related 
enterprises overseas by United Kingdom banks are included in the appropriate item in this table.
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Earnings of direct investment(‘)
Analysis by area

TABLE 16
£ million

(1) Board of Trade inquiry into overseas direct investment.
(2) Excluding oil and insurance.
(3) Excluding oil and, before 1963, insurance.

1958 1959 1960 1961 1962 1963 1964 1965 1966 1967

Debits(2)

Overseas sterling a re a ........................................................... 2 3 3 1 4 5 5 6 8 9

Non-sterling areas .............................................................. 93 133 134 127 130 163 198 229 196 215

of which :European Economic Community................... 9 11 7 7 5 7 19 15 13

European Free Trade Association ............... 5 7 9 6 8 10 14 15 14

Other Western Europe ................................... 1 1 1 2 2 ■ .  -

North America.................................................. 77 113 116 111 114 144 164 195 166

Latin America ................................................... -  ■ - - -  ■ — — — —  ■ 3 2

Other non-sterling countries ........................... 1 1 1 1 1 2 1 1 1

Total ...................................................................................... 95 136 137 128 134 168 203 235 204 224

Credits(3)

Overseas sterling a re a .......................................................... 124 149 173 163 180 213 249 251 237 254

Non-sterling areas .............................................................. 71 89 85 86 94 117 121 149 192 184

of which: European Economic Community................... 10 18 15 20 20 21 13 19 25 •  «

European Free Trade Association ............... 3 5 5 6 5 7 9 8 8 •  •

Other Western Europe ................................... 2 2 3 2 2 2 2 3 5 ■  •

North America .............................................. 39 43 39 39 45 65 74 85 108 •  »

Latin America.................................................. 11 12 15 12 14 16 19 20 25 •  •

Other non-sterling countries........................... 6 9 8 7 8 6 4 14 21 •  •

Total ...................................................................................... 195 238 258 249 274 330 370 400 429 438

■ * ♦ J  4
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Earnings of direct investment(')
Analysis by component

TABLE 17

(1) See footnotes to Table 16.
(2) Including associated companies.

£ miHion
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TABLE 18

Loans made by the United Kingdom
Overseas sterling area ....................
Western Europe ............................
Latin America ................................
Other non-sterling countries ........

Total ................................................

Loans repaid to the United Kingdom
Overseas sterling area ....................
Western Europe ............................
Latin America ................................
Other non-sterling countries ........

Total ................................................

Inter-government loans by the United Kingdom 
(net)(i)..............................................................

Loans made to the United Kingdom
Western Europe ..........................
North America(2)..........................

Total ..............................................

Loans repaid by the United Kingdom
Overseas sterling area .....................
Western Europe .............................
North Am erica.................................

Total .................................................

Inter-government loans to the United Kingdom 
(net)(i)..............................................................

Inter-government loans

Inter-govemment loans (net)(t) 
of which:

New loans (net) .......
Repayments (n e t) .......

(t) Assets: increase —/decrease + . Liabilities: increase +  /decrease —.
(2) Export-Import Bank credit for the purchase of U.S. military aircraft and missiles from 1966.

£ million

4

1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967

8 17 44 57 60 56 55 75 63 79 76
3 2 2 2 - 3 3 3 6 6 7

- 1 3 6 3 2 6 1
5 2 2 2 — 2 3 3 3 3

16 21 48 61 61 62 66 84 74 94 87

4 5 3 4 5 6 6 10 14 19 20
21 25 65 30 97 3 3 4 4 3 2

1 1 2 I 1 2 3 4 6 3
6 7 7 5 1 6 5 3 2 2 2 1

32 37 76 41 , 109 15 14 19 24 30 26

+  16 +  16 +  28 -2 0 +  48 -4 7 -5 2 -6 5 -5 0 - 6 4 -6 1

37 18
89 — — — — _ — 51 88

89 ■ 37 ■ 18 — — — 51 88

7 16 12 2
4 4 53 42 51 13 13 31 12 13 12

19 40 118 30 31 31 32 3 4 35 54

30 60 183 72 82 44 45 36 16 48 66

+  59 -6 0 -1 4 6 -7 2 - 6 4 - 4 4 - 4 5 - 3 6 - 1 6 3 +  22

+  75 - 4 4 -1 1 8 -9 2 - 1 6 -9 1 -9 7 -1 0 1 -6 6 -6 1 -3 9

+  73 -2 1 -  11 -6 1 -4 3 -6 2 - 6 6 -8 4 -7 4 -4 3 +  1
+  2 -2 3 -1 0 7 -3 1 +  27 -2 9 -3 1 -1 7 +  8 -1 8 - 4 0

6

Other official long-term capital (net)(0
TABLE 19

1962

Subscriptions to international lending bodies:
International Development Association ..........................  I — 9
Asian Development Bank .................................

Bilateral aid loans(2):
U.K. government loans to the Malta dockyard..............  — 1
Loans and investment by C.D.C.........................................  — 9

Capital repayments to and disinvestment by C.D.C............ +  2
Loans by U.K.A.E.A. (net of repayments)..........................  +  8
Purchase of U.N. bonds (net of redemptions) ................... — 4
Suez Canal compensation ......................................................
Repayment to I.B.R.D. on loan to Rhodesia, guaranteed by 

U.K. government ..............................................................

Other oflScial long-term capital (net)......................................  I —13

(t) Assets: increase —/decrease 4-. Liabilities: increase + /decrease —. 
(2) Other than inter-government loans. (See Table 18.)

21

1963

-  9

+  1

-  8

£ million

1964 1965 1966 1967

-  9 -1 2 -1 1 -1 2
— -  1 —

-  2 -  1 _  ■ .—

-  8 -1 1 -  8 -  8
+  2 +  2 +  2 +  4
+  2 +  2 +  1

—

— -  3 -  2

-1 5 - 2 0 - 2 0 -1 8

ro
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Private investment^)
TABLE 20

By United Kingdom 

Overseas sterling area

Direct(2).......................................................................
Portfolio and o th e r ..................................................

Non-sterling areas

Direct(2).......................................................................
Portfolio and o th e r ..................................................

All areas

Direct(2).......................................................................
Portfolio—London M arket loans (net new issues)

Other .......................................................
Other (oil and miscellaneous)..................................

Total ...................................................................

In United Kingdom

Overseas sterling area

Direct(2)..................
Portfolio and other

Non-sterling areas

Direct(2)..................
Portfolio and other

All areas

Direct(2)...............................................................
Portfolio— Company securities .....................

British government stocks(3) .... 
Local authorities—securities and

mortgages(3) .............................
Other (oil and miscellaneous).........................

Total

Private investment (net)

1958 1959

-1 4 4

-1 6 6

-1 9 6

-1 0 7

-3 1 0

+  77 
+ 101

+  87

+  77

+  164

-1 4 6

-3 0 3

1960

-3 2 2

1961

+  138 
+  4

+  146

+ 26

-3 1 3

+  121
+ 86

+  135 
+  63 
-  20

+  55

+  172

131

+233

-  89

+231 
+  143

+  236 
+  63 
+  53

+  426

+  113

1962

-2 4 2

+  129 
+  99

+  130 
+  36
+  24

+248

+  6

1963

-3 2 0

+  163 
+ 100

+  160 
-  24 
+  35

+277

-  43

1964

102100

-3 9 6

+  161 
+ 12

+  162 
-  42
+  23

+  142

-2 5 4

1965

-3 0 8  
+  14 
+  81 
-1 4 0

-3 5 3

+  196 
+  96

+236

-1 1 7

1  4

£ million

1966 1967

-2 7 6  
+  18 
+  65-no

-3 0 3

+  183 
+  122

142
100

-4 2 4

+  178 
+224

+  189 
-  16 
+  19

+280

-  23

+395

-  29

(1) Net of disinvestment. Assets: increase—/decrease + .  Liabilities: increase + /decrease—.
(2) See notes to  Table 21.
(3) The figures from 1963 include investment by or on behalf of certain non-monetary bodies in the overseas sterling area (see notes on page 64). 

For years to  1962 investment of this kind is included as part of ‘external liabilities in sterling (net)’.
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-424

+178
+224

TABLE 21

By United Kingdom(2)

Overseas sterling area 
Non-sterling areas ..

of which: European Economic Commi^ity 
European Free Trade Association
Other Western Europe ...............
North A m erica..............................
Latin America ..............................
Other non-sterling countries ......

Total

In United Kingdom(3)

Overseas sterling area 
Non-sterling areas ..

Direct investment(*) 
Analysis by area

1958

-1 4 4

of which: European Economic Community .............. I +
European Free Trade Assoc iation............... +
Other Western Europe ............................... +
North A m erica............................................... I
Latin America ..............................................
Other non-sterling countries .......................

Total +  87

1959

106
90

“h 8 
+  138

1960 1961

160
90

+  14 
+  121

+  120 1 +104

+  1

124
102

-2 5 0  -2 2 6  -

£ million

(*) Board of Trade inquiry into overseas direct investment. Assets:
(2) Excluding oil and. before 1963, insurance.
(3) Excluding oil and insurance.
(4) Including amounts not allocated by area.

+  146 +135 +236

increase-/decrease + .  Liabilities: increase + /decrease-

1962 1963 1964 1965 1966 1967

-1 2 2 -1 3 5 -161 -1 8 6 -1 1 9 -1 4 2
-  87 -101 -1 0 2 -1 2 2 -1 5 7 -1 2 5

-  29 -  40 -  37 -  32 -  51
-  19 -  16 -  5 -  15 -  11
-  2 -  3 -  4 -  6 -  9
-  18 -  21 -  34 -  41 -  61
-  14 -  16 -  18 -  18 -  11
-  5 -  5 -  4 -  10 -  14 • •

-2 0 9 -2 3 6 -2 6 3 -3 0 8 -2 7 6 -2 6 7

+  1 -  3 +  1 +  1 +  12 +  11
+  129 +  163 +  161 +  196 +  183 +  178

+  3 +  10 +  19 +  15 +  9
+  20 +  23 +  11 +  12 +  16

1 - — ■ — — 1 ■

+  104 +  126 +  130 +  178 +  158
+  1 +  1 -  2 — 1I

1 +  ^ +  4 — - m +  1

+  130 +  160 +  162 +  197 +  195 +  189

f
y

i'-
'■ML

^29

23
5342 D

A  — I

4
]
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TABLE 22

By United Kingdom

Overseas sterling area

Change in branch indebtedness.................
Unremitted profits of subsidiaries(2) ..., 
Net acquisition of share and loan capital 
Change in inter-company accounts ........

Total

Non-sterling areas

Change in branch indebtedness.................
Unremitted profits of subsidiaries(2) ..., 
Net acquisition of share and loan capital 
Change in inter-company accounts ........

Total

All areas

Change in branch indebtedness...............
Unremitted profits of subsidiaries(2) ... 
Net acquisition of share and loan capital 
Change in inter-company accounts .......

Total

In United Kingdom

Overseas sterling area

Change in branch indebtedness.................
Unremitted profits of subsidiaries(2) .... 
Net acquisition o f share and loan capital 
Change in inter-company accounts ........

Total

Non-sterling areas

Change in branch indebtedness............... .
Unremitted profits of subsidiaries(2) .... 
Net acquisition o f share and loan capital 
Change in inter-company accounts ........

Total

All areas

Change in branch indebtedness.................
Unremitted profits of subsidiaries(2) ..., 
N et acquisition of share and loan capital 
Change in inter-company accounts ........

Total

Direct investment(')
Analysis by component

1958

-  79

+

-  65

-1 4 4

+

+ 10

+  77

+  87

(1) Assets: increase —/decrease + .  Liabilities: increase -l-/decrease
(2) Including associated companies.

1959 1960

-1 0 6

-  90

-1 9 6

-1 6 0

1961

-1 2 4

-  90 -1 0 2

-2 5 0

+  8

+  138

+  146

-2 2 6

+  14

+  121

+  135

+

+231

+ 10 
+  37 
+  170 
+  19

+236

1962

-1 2 2

-  87

-2 0 9

+  1

+  129

+  130

1963

-1 3 5

-101

-2 3 6

-  3

+  163

+160

See also footnotes to  Table 21.

24

1964

161

-1 0 2

-2 6 3

+  1

+  161

+  162

1965

-1 8 6

-122

-3 0 8

+  1

+  196

+  197

£ million

1966

-1 1 9

-1 5 7

-2 7 6

+ 12

+  183

+195

1967

-  96
• «

-1 4 2

-  84

-1 2 5

-2 6 7

•  •
+  4

■ «

+ 11

+  117

+  178

+189

-  1

E3
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-125
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Monetary movements(i)
TABLE 23

Exchange adjustments(2) ..............................................................

Miscellaneous capital

Official assets and liabilities (n.e.i.) ...................................
Trade credit (n.e.i.X^) ...................................................;•• •♦
Other identified commercial short-term transactions (net) 

Total ..............................................................................

Liabilities and claims in non-sterling currencies
Liabilities—Official U.K. liabilities .......

—U.K. banks ...........................
Claims—U.K. banks ...............................

Total ..................................................

LiabUities and claims in OTerseas sterling area currencies
Liabilities ..................................................................
Qaim s..........................................................................

Total ..................................................................

External liabilities and claims in sterling
Overseas sterling area countries 

Liabilities
U.K. banks('*)—to central monetary institutions .......................

o th e r ......................................................................
Funds with U.K. local authorities and hire purchase finance 

companies ..................................................................................

Claims
U.K. banks—on central monetary institutions ...........................

other ...........................................................................

Total ..................................................................................................

Non-sterling countries 
Liabilities

U.K. banks(4)—to central monetary institutions .......................
other ......................................................................

Funds with U.K. local authorities and hire purchase finance 
companies ..............................................................................

Claims
U.K. banks—on central monetary institutions ...........................

other ..........................................................................

Total ..................................................................................................

International organisations(S)—liabilities ..............................................

Total external liabilities in sterling (net) ......................................

Account with I.M.F...................................

Transfer from dollar portfolio to reserves 

Gold and convertible currency reserves ..

Balance of monetary movements

1963

+

-  41

+  242 
-2 5 8

-  16

+

-  6

+  126 
+  56

-  9

+  162

-  22

-  63

+  16

+  115

+

+  53

+  110

(1) Change in assets and liabilities. Assets: increase —/decrease + .  Liabilities: increase +/decrease —.
(2̂ ) See note on page 70.
(3) See Annex 3, pages 42-44.
(^) Including government marketable debt held by U.K. banks for certain overseas residents, see notes on page 66 
(5) Excluding I.M.F.

£ million

1964 1965 1966

—

-  12 +  44 -  34
-  25 -  18 -  69
+  10 +  14 -  13

-  27 +  40 -1 1 6

+  72 -  72 +  14
+504 +289 +  878
-3 5 8 -3 5 4 -1 ,040

+218 -1 3 7 -1 4 8

+  13 -  19 -  45
-  5 +  26

+  8 +  7 -  45

+  33 -1 4 8 -  37
+  27 +  58 +  79

+  46 +  103 -  29

-  6 -  15 +  10
-101 +  5 -  28

-  1 +  3 -  5

+  86 +  106 +  293
-  19 +  24 -no
+  13 -  26 +  10

+  6 -  2 _

-  42 -  35 -  74

+  44 +  67 +  119

+  5 -  6 +  14

+  48 +  64 +  128

+  359 +499 -  2

+  316

+  122 -2 4 6 -  34

+  728 +  227 +  99

1967

-101

+  40

+  179 
+  1.357 
-1 ,347

+  189

+  24

-  4

-1 4 6

+575
-  39

-  33

+456

-  17

+293

-3 1 8  

+204 

-  16

+315

25

r . -

✓

•

r ■-'■1
1 .  .  

H I  *  *

k
| H



I .

*\

United Kingdom account with the International Monetary Fond(0
TABLE 24 £  million

1957 1958

United Kingdom
Subscription in gold .............. .
I.M .F. gold deposits in U .K .0
Drawings ....................................
Repurchases

o f drawings ...........................
other(^) ...................................

Overseas sterling area 
countries

Sterling drawings ... 
Sterling repurchases

-  4

Non-sterling countries 
Sterling drawings .. 
Sterling repurchases

Other transactions in sterling(5) H- -  3

Change in U.K. account with I.M.F, +  1 -

United Kingdom subscription in sterling

Change in I.M .F. holdings of sterling +  1 -

Change in U.K. total tranche position + -  6

1959 1960 1961 1962 1963

—
+536

— —

-  71 -1 1 0 -1 5 0 -3 0 8

—

-  2 -  38 
+  23

-  15
+  7

-  8 -  22 -  2 
+  2

-  56 -  2

+  4 — +  3 — —

-1 3 3 -1 5 1 +  374 -3 7 9 +  5

-1 7 4 — —

+  99 -1 5 1 +  374 -3 7 9 +  5

-3 6 9 -1 5 1 +374 -3 7 9 +  5

1964 1965 1966

+357
+  3 
+500

-  44 
+ 12 
+44(3)

1967

+  1

-2 4 9

+  1
- 1 0  - 2 6

-  3

6 + 1 5

+  359 +499 -  2

-1 3 1

+359 +496 +161

+359 +496 -1 8 9

-  43

-  46

+  19

318

-  99

-3 8 9

(i) U.K. assets with I.M .F .: increase -/decrease  + .  U .K . liabUities to  I.M .F .: increase +/decrease
(2) Deposits of gold to  alleviate the impact of gold purchases from the United Kingdom by other Fund members in order to pay the increase 

in fhftir cold subscriotions. The deoosits do not affect the United Kingdom tranche position.

(3) Special drawing covering additional gold subscription.

(4) Voluntary payments in dollars in exchange for sterling.
(5) I.M .F. administrative and operational expenditure and receipts (including receipts for charges on drawings).

26
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Loans by the United Kingdom government(0

TABLE 25 Outstanding at end of year

1956

Overseas sterling area(^)
East African Common Services

Organisation ....................................... * ^
G h an a ......................................................
Guyana ..................................................
India ......................................................  j.

Kenya ......................................................  ^
Malawi ..................................................
Malaj^ia(3)..............................................  15
Nigeria ..................................................  . .

RhodcsiaOW ......................................  I 3
Sierra Leone ........................................... ,
Southern Yemen....................................... ^

Uganda ..................................................  .
West Indies ........................................... ^

Other(3) ...................................................  6

Total......................................................  51

Western Europe
Austria ..................................................  ^
Denmark ............................................... ^
F rance......................................................
Federal German Republic ................... l-^l
G reece......................................................  5
Netherlands ..........................................  1^
Norway ..................................................  -
Turkey ..................................................  ^
Yugoslavia ..............................................  i '

Total......................................................  223

Latin America
Argentina..................................................  1 1 ̂
Other ......................................................

Total......................................................  I 19

Other non-sterling countries(2)
China ......................................................  12
Czechoslovakia ......................................  20
Poland......................................................  54
U«S*S*Î « 25
Other(2) ..................................................  4

Total......................................................  115

Total—all countries .................................... 408

£ million

1957 1958 1959 1 1960 1 1961 1962 1963 1964 1965 1966

3 2 2 2 10 11 12 15 16 17
1 3 3 5

2 6 7 9 10 12 12 13 13
12

1

45 75 96 117 134 166 187 218 
M mm

11 12 12 13 13 14 14 15 16 17
A  a

5 5 7 12 17 21 22 29 37 42
2 2

9 ■ 

2 2 2 3 4 6 7 9
mm

14 13 12 11 11 10 7 7
1 6 14 17 16 17 24 26

6 4
A  I

5 10 14 20 28 35 43
3 2 2 2 2 2 7 6 5

mm

2 3 4 5 6 7 7
4 4 4 4 4 4 4 4 4 4
1 1 1 2 5 7 8 10 12 13
JL 1

6 8 12 14 17 18 19
3 3 3 4 4 5 6 5 5 4

1 1 2 5 5 5
6 6 7 9 9 12 15 17 19 23

56 68 108 162 216 264 306 370 418 473

5 4 3 3 3 3 3 3 2 2
5 2 1 — 1 ■ “

34 26 44 27 —
— •

114 106 76 68 1 1 1 —

5 3 1 — — ■ ■ —

19 16 — ■— —  1 ■ ■

_________ 1 1 1 1 1 —

6 9 10 8 8 10 13 20 26
16 15 14 14 12 13 12 9 6 3

203 180 149 122 25 25 26 26 29 32

18 18 17 15 13 12 15 14 10 9
— 1 4 5 6 7 9

18 18 17 15 15 16 20 20 18 18

12 12 12 12 12 12 12 12 12 12
20 20 20 20 20 20 20 20 20 20
54 53 52 52 52 52 51 51 50 49
22 18 15 12 8 5 3 2 1

-A

7 6 5 5 3 2 3 5 7 15

114 109 104 100 95 90 89 89 90 96

390 374 377 398 351 396 442 505 555 618

1967

529

36

16

18

98

679

(1) Some loans have, by agreement with the debtor country, been written down either in whole or in part. Such changes are reflected in the entries
in this table but are not recorded as repayments in the general balance of payments tables or in Table 18. , .  . u i * n  ♦

Following the liquidation of the European Payments Union early in 1959, the outstanding balances were converted into bil^eral long-term l ^ s .  
The amounts owing to the United Kingdom government have been included from the end of 1959 as loans by the United Kingdom government
but the balance of payments tables record repayments only.

The rounded figures for individual loans do not necessarily equal the totals shown, which have been rounded separately.
(2) Rhodesia has been treated as a sterling area country until the end of 1965, and as a non-sterling country from the beginning of 1966.
(3) Singapore has been excluded from Malaysia from the end of 1965 and included in other overseas sterling area.
(4) Figures for 1962 and 1963 include £1 million and £2 million respectively for amounts outstanding on E.C.G.D. loans to the former Federation 

which cannot be allocated between Malawi, Rhodesia and Zambia. By the end of 1964, however, agreement had been reached on the territorial 
allocation of the amounts then outstanding.
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TABLE 26

Loans to the United Kingdom govemment(0
Outstanding at end of year

Overseas sterling area
C ey lon ...........................................
India ...........................................
Pakistan .......................................
Other ...........................................

T otal...........................................

Western Europe(2)
Belgium .......................................
Federal German Republic ......
I ta ly ...............................................
Portugal .......................................
Sweden .......................................
Sw itzerland...................................
Other ...........................................

Total...........................................

North America(2)
U .S .A .0

Lend lease ...............................
Line o f credit ...........................
Economic Co-operation

Administration ..................
Mutual Security Agency ......
Export-Import Bank credit!**) 
Other .......................................

Total U.S.A...................................

Canada
Interest free loan ..................
Line of c re d i t ...........................

Total C a n a d a ...............................

T otal...........................................

Total—all countries ......................

1956

42

72

72

198
1,239

1957

36

68

1958

19

1959 1960

63

68

197
1,239

63

1,580

432

2,013

2,127

1,666

407

2,074

2,178

194
1,221

1,645

215 174

190
1,203

1,531

400

400

2,044

2,127

399

399

1,931

2,153

187
1,184

1,508

1961

77

50

18

145

184
1,165

1,483

375

375

1,883

2,063

352

352

1962

69

46

18

132

180
1,145

1,457

335

335

1,834

1,986

1,791

1,930

1963

61

41

18

120

177
1,125

1,431

329

329

1,759

1,885

1964

53

37

90

176
1,125

1

1,426

329

329

1,755

1,849

1965

45

33

78

176
1,125

1

1,422

329

329

1,751

1,833

£ million

1966

37

28

1967

35

66

173
1,103

1,444

323

323

1,767

1,836

197
1,262

1,737

369

369

2,106

2,172

(t) Drawings from the International M onetary Fund are not included in this table. The sterling value of loans to the United Kingdom government 
in foreign currencies has varied in conformity with changes in exchange rates. Such changes are reflected in the entries in this table but are not 
recorded as loans or loan repayments in the general balance of payments tables or in Table 18.

Debts owing by the United Kingdom arising out o f the liquidation o f the European Payments Union have been included from the end of 1959.
The rounded figures for individual loans do not necessarily equal the totals shown, which have been rounded separately.
(2) The levels at end-1967 take into account the increase in sterling terms (approximately one-sixth) in the amount outstanding at the time of 

devaluation.
(3) The lend-lease silver loan is excluded from this table. Repayments were made in silver to  the value of £22 million in 1956 and £7 million in 

1957, and entered in the balance of payments a t the time of export.
(■*) Credit for the purchase of U.S. military aircraft and missiles from 1966.
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6

3

3

7

6

3

3

7

3

3

35

n

63

197
1,252

369 

369 

2,106

Kingdom banks in non-sterling curre

TABLE 27 End of year

United Kingdom liabilities{2)

1962 ......................................
1963 ......................................
1964 ......................................

1965 ......................................
1966 ......................................
1967(3) ...............................

United Kingdom claims

1962 ......................................
1963 ......................................
1964 ......................................

1965 ......................................
1966 ......................................
1967(3) ..............................

Net liabilities(4)

1962 ......................................
•  1963 ......................................

1964 ......................................

1965 ......................................
1966 .....................................
1967(3) ..............................

11) The fieures of liabilities for 1965 and subsequent periods include a medium-term loan in foreign currency received by one of the n^ jo r oil 
companies through certain London banks. Part of :his was repaid in 1967 In the general balance of payments account the loan and repayment are 
treated as part of oil investment in the long-term capital account and excluded from the monetary movements account.

(2) In addition, official liabUities amounted to £72 million at end-1964. £14 million at end-1966 and £193 mUlion at end-1967.
(3) Includes the revaluation in sterling terms at the time of devaluation, which affected total liabUities and claims to much the same extent.
(*̂ ) Minus sign indicates that claims exceed liabilities.

£ miUion

1 Total Currency Area
all

non-sterling 
1 currencies 

(1)

U.S.
dollars

Other non
sterling 

currencies

Overseas 
sterling area 

countries

Western
Etirope

North
America

Latin
America

Other non
sterling 

countries

1.038
1,280
1,784

884
1,072
1,564

154
208
220

18
41
82

552
652
850

273
286
477

48
67
90

147
234
285

2,108
2,986
4,329

1,879
2,711
3,984

229
275
345

125
200
298

1,165
1,692
2,413

365
549
912

100
135
201

353
410
505

1,010 
1,268 
1,626

803
1,024
1,312

207
244
314

2
3
4

471
692
840

355
327
461

27
29
30

155
217
291

.

1,980
3,020
4,367

1,624
2,611
3,829

356
409
538

24
39
99

916
1,161
1,452

630
1,337
1,854

76
81

177

334
402
785

28
12

158

81
48

252

-  53
-  36
-  94

16
38
78

81 
-  40 

10

-  82 
-  41 

16

21
38
60

-  8 
17

-  6

128
-  34
-  38

255
100
155

-1 2 7
-1 3 4
-1 9 3

101
161
199

249
531
961

-2 6 5
-7 8 8
-9 4 2

24
54
24

19
8

-2 8 0

6 2,172

but arc not

Qd o f 1959.

the time of

7 Bullion in



t

\.

I I

.  I

I

.  I .  I

I’
il
I «

r

• i
W '

I  ,

U'1 I

i

United Kingdom external liabilities and claims in sterling
TABLE 28 End of year £ million

Old series(i) New series(i)

United Kingdom liabilities(2)

Overseas sterling area countries(3) . 
Non-sterling countries(3) (5)....................

Total countries ..................
International organisations(2)

Total excluding IM F

United Kingdom claims

Overseas sterling area countries(3) (4).. 
Non-sterling countries(3) 0 ..................

Total

United Kingdom net liabilities

Overseas sterling area coimtries(4) 
Non-sterling countries(5) ..............

Total countries ..................
International organisations(2)

Total excluding IM F(6)......
International M onetary Fund

Total including IM F

1957 1958 1959 1960 1961 1962 1962 1963 1964 1965 1966 1967

2,727 2,642 2,852 2,685 2,812 2,866 2,769 2,942 3,048 3,061 3,074 2,972
811 970 946 1,577 1,120 1,064 1 1,242 1,290 1,370 1,474 1,667 2,170

3,538 3,612 3,798 4,262 3,932 3,930 4,011 4,232 4,418 4,535 4,741 5,142
62 49 32 27 62 88 89 105 no 104 118 101

3,600 3,661 3,830 4,289 3,994 4,018 4,100 4,337 4,528 4,639 4,859 5,243

128 134 161 222 196 213 339 350 457 467 485 529
284 255 264 265 352 382 509 620 656 693 767 814

412 389 425 487 548 595 1 848 970 1,113 1,160 1,252 1,343

2,599 2,508 2,691 2,463 2,616 2,653 2,430 2,592 2,591 2.594 2,589 2,443
527 715 682 1,312 768 682 733 670 714 781 900 1,356

3,126 3,223 3,373 3,775 3,384 3,335 3,163 3,262 3,305 3,375 3,489 3,799
62 49 32 27 62 88 11 89 105 no 104 118 101

3,188 3,272 3,405 3,802 3,446 3,423 3,252 3,367 3,415 3,479 3,607 3,900
583 574 673 522 896 517 1 517 522 881 1,377 1,538 1,439

3,771 3,846 4,078 4,324 4,342 3,940 3,769 3,889 4,296 4,856 5,145 5,339

(1) The ‘old’ series (formerly Overseas Sterling Holdings, in which U.K. liabilities were published net of U.K. claims) now shows U.K. liabilities 
and claims separately so far as possible and includes acceptances outstanding in U.K. claims. For the contents of, and differences between, the 
‘old’ and ‘new’ series, see notes on page 66 and the Bank o f  England Quarterly Bulletin, June 1963.

(2) Excluding International M onetary Fund.
(3) Iraq is included throughout in non-sterling countries although it was in the sterling area until June 1959.
(^) Including Rhodesia up to  the end o f 1965 and Burma up to  the end of 1966.
(5) Including Rhodesia from the beginning of 1966 and Burma from the beginning o f 1967.
(6) The changes shown in the general balance o f payments tables, for years before 1963, differ from those reflected here by the inclusion in the 

former o f identified movements in temporary funds with local authorities and hire purchase finance companies.
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United Kingdom external liabUities and claims in sterling
By type of holder and type of liability and claim (i)

TABLE 29 {continued) End of year

32
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Kingdom external liabilities and claims in sterling
type

£ TABLE 29 {continued) End of year £ million

1.748 
1,885 
1,912

1.749 
1.722 
1,593

590
624
550

605
898

1,477

Western Europe
1962 ...................................
1963 ...................................
1964 ...................................

1965 ...................................
1966 ...................................
1967 ...................................

North America
1962 ...................................
1963 ...................................
1964 ...................................

1965 ...................................
1966 ...................................
1967 ...................................

l^ tin  America
1962 ...................................
1963 ..................................
1964 ...................................

1965 ..................................
1966 ..................................
1967 ..................................

Other non-sterling countries
1962 ..................................
1963 ..................................
1964 ..................................

1965 ..................................
1966 ..................................
1967 ..................................

Central monetary institutions Other Total

1 Liabilities Claims
Net

liabilities Liabilities Claims
Net

liabilities Liabilities Claims
Net

liabilities

226 226 407 146 261 633 146 487
207 1 206 424 172 252 631 173 458
260 260 404 194 210 664 194 470

225 I 224 433 201 232 658 202 456
394 2 392 353 239 114 747 241 506
557 2 555 351 259 92 908 261 647

2 2 109 29 80 111 29 82
8 - 8 105 41 64 113 41 72

97 97 93 26 67 190 26 164

239 239 87 19 68 326 19 307
347 347 69 29 40 416 29 387
775 775 78 31 47 853 31 822

7 4 3 31 94 -6 3 38 98 - 6 0
22 8 14 36 103 - 6 7 58 111 -5 3
17 8 9 36 97 -6 1 53 105 - 5 2

30 8 22 29 104 -7 5 59 112 -5 3
8 7 1 25 109 - 8 4 33 116 -8 3
5 6 - 1 24 130 -1 0 6 29 136 -1 0 7

216 14 202 145 222 - 7 7 361 236 125
200 19 181 211 276 - 6 5 411 295 116
149 14 135 224 317 -9 3 373 331 42

135 15 120 232 345 -1 1 3 367 360 7
173 15 158 224 366 -1 4 2 397 381 16
160 12 148

1
179 374 -1 9 5 339 386 -4 7

y

(t) Excluding funds with local authorities and hire purchase finance companies.

791
808
673
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United Kingdom external liabilities and claims in sterling
By groups of countries( ̂ )

Overseas sterling area countries

TABLE 29 (continued) End of year £ million

i

Liabilities
1962
1963
1964

1965
1966
1967

Claims
1962
1963
1964

1965
1966
1967

Australia, 
New 

Zealand 
and South 

Africa

India,
Pakistan

and
(3eylon

Caribbean
area(2)

East, 
(Central 

and West 
Africa

(3)

Middle
East(3)(4)

Far
East(5) Other(6)

514 179 166 419 423 642 334
654 212 189 404 383 662 355
679 179 186 438 397 650 390

528 191 203 421 394 697 395
477 140 221 400 402 747 484
452 114 231 336 401 694 545

93 48 39 96 5 26 32
98 46 39 91 7 31 38

145 42 42 138 10 41 39

130 46 44 147 13 38 49
125 53 43 150 16 39 59
160 56 42 149 25 34 63

Non-sterling countries
End o f year £ million

Western Europe

E.F.T.A.
o

E.E.C.

Liabilities
1962.
1963.
1964.

231
288
326

1965
1966
1967

347
455
602

235
220
227

Claims
1962
1963
1964

1965
1966
1967

180
106
89

N orth
America

326
416
853

Latin
America

Other non-sterling countries

146
183
148

Other(ii)

129
140
108

(1) Excluding funds with local authorities and hire purchase finance companies.
(2) Includes: Bahamas, Bermuda, British Honduras and Guyana.
(3) From  1965, Middle East includes, and East, Central and West Africa excludes. Southern Yemen.
(4) Jordan, Libya, Kuwait and other Persian G ulf territories.
fS) Brunei, Hong Kong, Malaysia, Singapore, and, until December 1966, Burma. , , ^  du ^ •
(6) Cyprus, Iceland, Irish Republic, M alta and United Kingdom dependent territories not elsewhere included, and untd December 1965, Rhodesia
(7) E.F.T.A. includes, with Switzerland, the Bank for International Settlements.
(8) Andorra, Finland, Greece, Spain, Turkey and Yugoslavia.
(®) Egypt, Iran, Iraq , Israel, Lebanon, Saudi Arabia, Sudan, Syria and the Yemen. r.
(10) Cambodia, China, Formosa, Indonesia, Japan, Korea, Laos, the PhUippines, ThaUand, Vietnam and, from 1967, Burma.
(11) Including Rhodesia from the beginning of 1966.

34

1

(

I

I



1 \

V}

‘A

IOq

Kingdom position with the International Monetary Fund

TABLE 30 End of year £ million

I.M.F. holdings of sterling ... 

U.K. total tranche position(i)

1956

582

347

1957

583

345

1958

574

351

1959

673

720

1960

871

1961

896

497

1962

517

876

1963

871

1964

881

512

1965

1,377

16

1966

1,538

205

1967

1.439(2)

594

(2) Includes maintenance of value adjustment.

£ million

os

0lhet(»)

j5̂ Rhodesia

Official holdings of gold and currencies(0
TABLE 31 End of year £ million

1956 1957 1958 1959 1960 1961 1962 1963 1964
1

1965 1966

Gold and convertible currency reserves(2)
1

1
1

1!

1!

Gold(3) .................................................. 633 555 1,003 898 1,000 810 922 887 763 809
1

693

Convertible currencies .......................... 166(4) 257
1

93 79 154 375 80 62 64 264
1

414

Total .............................................. 799 812 1,096 i
1

1

977 1.154 ;
1

1,185 1,002 949 827

11

1,073 1,107

U.K. oflBcial holdings of non-convertible 
carrendes.................................................. 14 36 13(5) 5 3 2 1 1 1 1

1
1

1967

538

585

1,123

1

(t) The parity of sterling changed from £1 to S2-80 to £1 to $2-40 on 18th November 1967.
(2) In addition to the gold and convertible currency reserves, the value of which is shown here, the United Kingdom may in appropriate circum

stances obtain temporary finandal assistance from the International Monetary Fund. See Table 30 above.
(3) The gold figures are not adjusted to take account of the fact that purchases or sales of gold made by the Bank of England on behalf of 

central banks may not have been nfiatcbed by the end of the year by the offsetting settlements with those central banks; but since these gold 
settlements were financed with foreign currencies they did not affect the total reserves figure.

(*♦) Including £37 million in special North American loan interest accounts.
(5) Including holdings of convertible currency set aside for liquidation in the final E.P.U. settlement.
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ANNEX 1 Changes in United Kingdom external assets and liabilities

This note explains the relationship between the balance 
of payments and changes in total long-term and short
term (or liquid) external assets and liabilities. The figures 
of assets and liabilities at end-1962, end-1964, end-1966 
and end-1967 are based on estimates which are being

published with a commentary in the Bank o f England 
Quarterly Bulletin for September 1968. Some re-arrange
ment of the classification of the figures has been made 
to align them with the balance of payments accounts.
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United Kingdom external assets and liabilities
TABLE 32 End of year

Assets

Long-term capital
Inter-govemment loans 
Other official.................

Private investment 
By United Kingdom

D irect(i).................
Portfolio................
Oil .........................
Miscellaneous ....

In United Kingdom
D irect(i)...............
Portfolio...............
Oil ........................
Miscellaneous(2)

Total long-term capital(3) ................

Monetary account 
Miscellaneous capital:

trade credit (n.e.i.) ....................
other(2) ........................................

External claims and liabilities in :
sterling ........................................
non-sterling currencies...............
overseas sterling area currencies

I.M .F. acco u n t....................................
Government portfolio o f non

sterling securities ............................
Gold and convertible currency 

reserves ............................................

Total monetary account(3)................

Total identified assets and liabilities(^)

(1) Excluding banking and insurance other than the estimated value of direct investments of United Kingdom insurance c o m p lie s  
in!the U.S.A. (£375 million in 1962 and, allowing for appreciation in value, £400 million in 1964, £425 million in 1966 and £500 million 
in^l967).

(2) Estimates only available for certain items.
(3) Totals of assets and liabilities are rounded; see second paragraph of text regarding incompleteness of estimates.
(4) Excluding the amount outstanding of a medium-term loan in foreign currency received by one of the major oil c o m p ^ i^  through 

certain London banks. In the balance of payments the loan, and its repayment, is treated as part of oil investment in the long-term 
capital account and excluded from monetary movements. Official United Kingdom liabilities, including deposits by overseas central 
banks, are included.

Liabilities

£ million

1962 1964 1966 1967 1962 1964 1966 1967

396 505 618 679 1,930 1,849 1,836 2,172
313 334 365 380 — —

709 839 983 1,059 1,930 1,849 1,836 2,172

3,785 4,310 4,925 5,800

»

3,000 3,600 3,200 4,150
1,100 
• •

1,275 
■ ■

1,475 
* «

1,600 
• «

7,885 9,185 9,600 11,550

1,430 1,780 2,170 2,350
1,770 1,890 1,810 2,165

700 750 850 1,050
5 35 75 115

3,905 4,455 4,905 5,680

8,595 10,025 10,585 12,610 5,835 6,305 6,740 7,850

372 487 587 553 125 170 183 211
200 200 200 225 • « • • • • « •

848 1,113 1,252 1,343 4,100 4,528 4,859 5,243
1,010 1,626 3,020 4,367 1,038 1,856 2,965(4) 4,501(4)

48 67 41 44 120 141 77 104
696 696 871 1,017 517 881 1,553 1,457

360 445 180

1,002 827 1,107 1,123

4,535 5,460 7,260 8,670 5,900 7,575 9,640 11,515

13,130 15,485 17,845 21,280 11,735 13,880 16,380 19,365

• t

J
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United Kingdom external assets and liabilities

TABLE 32 (continued)

Increase between 
end-1962 and end-1966

Assets Liabilities

Current balance................

Long-term capital
Inter-govemment loans 
Other oflBcial................

274

Private investment 
By United Kingdom

D irect....................
Portfolio...............
Oil .......................
Miscellaneous ...

1,140
200
375

1,715

In United Kingdom
D irect..................
Portfolio...............
Oil ......................
Miscellaneous ...

Total long-term capital(6) ...............

Balance of current and long-term 
capital transactions ...........................

Balancing item

Monetary account
Exchange adjustm entsO ...................
Miscellaneous capital:

trade credit (n.e.i.) ...................
other ..........................................

External claims and liabilities in:
sterling ......................................
non-sterling currencies...............
overseas sterling area currencies

I.M.F. account...................................
Government portfolio of non-

sterling securities ...........................
Gold and convertible currency 

reserves ..........................................

Total monetary accoun t(^ ...............

Total identified assets and liabilities(0

1,990

- 9 4

Net
change(i)

United 
Kingdom 

balance of 
payments 

1963 to 
1966(1)

-3 6 4

316(4)
52(5)

- 9 4 -3 6 8

•1,140
-2 0 0
-3 7 5

-325(4) 
-  63(5)

388

-1,083
+  173
-4 6 2

1,715

1,000

905

215

-180(10) 

105

2,725

4,715

+740 
+  40 
+  150 
+  70

+ 1,000
-1 ,085

58

759
1,927(8) 
-4 3  

1,036

-1 5 7

-1 ,372

+714
-1 1 5
+336

+935

-8 2 5

-1 ,189

+  25

+355 
-  83(8)

- 3 6  
+  861

+  180(10) 

-1 0 5

3,740

4,645

+  1,015

+316

-1 0 5

- 7 0

1,164

Increase between 
end-1966 and end-1967

Assets

76

Net
|chang^i)(2)

335

335 +259

875
950
125
• •

1,950

-8 7 5
-9 5 0
-1 2 5

-1 ,950

180
355
200
40

+  180 
+355 
+200 
+  40

£ million

United 
Kingdom 
balance of 
payments

1967(i)(3)

-4 0 4

-5 7

-1 2 4

-4 2 4

2,025

775 +775

1,110 -9 1 5

+  189
+  9
+  197

+395

-  86

28

-180(10) 

16

384 
1.536(8) 

27 
-9 6

1,410

3,435

-4 9 0

f l 7 5

-101

1,875

2,985

+293 
+  189(8) 
+  24 
-242(9)

+  180(10) 

-  16

+465

-4 5 0

+  293 
+  189 
+  24 
-318(9)

+204 

-  16

+315

(1) Signs follow the standard balance of payments convention, i.e.—indicates net increase in assets or decrease in liabilities, +mdicates 
net decrease in assets or increase in liabilities.

(2) The figures are approximate and include the changes due to the revaluation of the sterling equivalent at the time of devaluation.
(3) The long-term capital figures represent the sterling equivalent of the flows valued where other currencies are involved at £1 to $2 80 

before devaluation and at £1 to $2-40 thereafter. Similarly for “miscellaneous capital” and “I.M.F. account” .
(̂ )̂ Difference between the figures is mainly due to conversion of two loans by the United Kingdom into grants.
(8) Difference between the figures is mainly due to the revaluation of the United Kingdom government’s holdings of Suez Finance 

Company securities.
(6) Totals of assets and liabilities are rounded; see second paragraph of text regarding incompleteness of estimates.
(^) The net total of contra entries, arising from the revaluation in sterling terms of official monetary or banking ^sets and liabilities 

denominated in gold and overseas currencies and the sterling counterpart of drawings on central bank facilities, or mcluded to amount 
for the fact that the pre-devaluation forward commitments of the Exchange Equalisation Account are recorded as being settled on 
maturity at the new parity.

(8) Excluding the amount outstanding of a medium-term loan in foreign currency received by one of the major oil companies through 
certain London banks. In the balance of payments the loan, and its repayment, is treated as part of oil investment in the long-term capital 
account and excluded from monetary movements. Official United Kingdom liabilities include deposits by overseas central banks.

(9) Difference between the figures is due to the exclusion from the balance of payments figures of the revaluation of official sterling 
liabilities in*excess of 100 per cent of quota.
(10) Including market appreciation in the government’s former holding of dollar securities.
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A  detailed discussion o f the sources and methods used 
in compiling the estimates was given in the March 1964 
and December 1965 issues o f the Bulletin. A number of 
qualifications regarding the completeness o f these 
estimates and their interpretation has been made in the 
Bank o f England’s articles. The heterogeneous nature of 
the various items and the different methods of valuation 
that are employed mean that the figures produced by 
adding the estimates together and striking balances 
between them must be incomplete and precarious, and 
therefore o f only limited significance. Moreover, the 
distinction between “short-term” and “long-term”, 
while following the conventional usage in the balance of 
payments, is an arbitrary one, and does not fully reflect 
the relative ease or difficulty with which the various 
assets or liabilities can be realised. Nevertheless the 
figures offer a broad guide to the United Kingdom’s 
creditor/debtor position and to the changes that have 
taken place in the period covered.

In principle, a surplus on current account leads to a 
corresponding gain in the balance between assets and 
liabilities, long and short-term together. The surplus of 
current receipts over payments can be used to acquire 
additional long-term assets or to achieve an improvement 
in the net short-term position, e.g. by an increase in 
reserves or a reduction in the sterling balances held by 
foreigners. Conversely, a deficit on current account leads 
to a corresponding worsening o f the total asset/liability 
position. The value o f assets and liabilities is also affected, 
however, by changes in valuation, including the effects of 
changes in exchange rates on their value in terms of 
sterling. In addition, the correspondence between the 
outcome of current account transactions, as recorded in 
the balance o f payments estimates, and changes in assets 
and liabilities is affected by the balancing item, which 
reflects the net total o f errors and omissions arising both 
in the current account and in the capital or monetary 
accounts (See note on page 73).

Existing assets and liabilities are valued in various 
ways, and when denominated in currencies other 
than sterling are converted to sterling at rates of 
exchange ruling at the appropriate date. Private portfolio 
investments are shown at market value, the change in 
which (apart from the effect o f any change in exchange 
rates) reflects not only purchases and sales o f securities 
but also rises and falls in share prices. Direct investments, 
on the other hand, are measured at book values and 
changes in book value do not always exactly match the 
recorded flows o f direct investment for various reasons, 
including (as well as any change in exchange rates) 
revaluation o f existing assets and disposals o f assets for 
more or less than their book value. The book values of 
direct investments tend to be less than the values at 
written-down replacement cost and less than the market 
values; the interim report of the recent investigation by 
W. B. Reddaway and associates on United Kingdom 
direct investments overseas gave tentative estimates of 
the likely scale of this shortfall. The comparison between 
the outcome o f current account transactions in the 
balance o f payments estimates and changes in total 
assets and liabilities is not affected by allowances for

depreciation o f fixed assets charged to profit and loss 
account; such allowances are deducted before arriving at 
the earnings included in the current account, and the 
provision for depreciation is regarded as maintaining the 
total book value o f the external assets. Similarly, the 
comparison is unaffected by the treatment o f profits from 
direct investments which are reinvested, since these appear 
both in the current account as earnings and in the capital 
account as a flow o f capital adding to the stock of assets.

The relationship between the balance o f payments and 
the asset/liability estimates is shown in the accompanying 
table, which compares the outcome o f the balance of 
payments in the periods 1963-1966 and 1967 with the 
estimated changes in assets and liabilities in these periods. 
The table illustrates two features o f basic importance in 
the United Kingdom’s external situation; it has a very 
large excess o f long-term assets over long-term liabilities 
and a considerable excess of short-term liabilities over 
short-term assets. In the four year period 1963-1966 
(discussed in detail in Annex 1 o f the 1967 issue o f this 
publication) the increase in long-term assets was over 
£1,000 million greater than that in liabilities, on account 
both o f acquisitions and of changes in the value of 
existing assets. Thus the country’s net creditor position 
at long-term improved further. The short-term position, 
however, deteriorated by almost as much; the deficit on 
current account and the acquisition of additional long
term assets resulting in an increase o f some £1,000 million 
in net short-term liabilities.

The discussion which follows is concerned with the 
comparison between the outcome on the balance of 
payments in 1967 and the change in the asset/liability 
position between the beginning and the end o f that year. 
The balance o f payments deficit o f nearly £500 million on 
current and long-term capital accounts led to a further 
substantial increase innet short-term liabilities. It included 
a net outflow of long-term capital, adding to net long
term assets, o f nearly £100 million. There was also a deficit 
of some £400 million on current account, which would 
of itself have led to a corresponding fall in the overall 
value o f total net assets, both long-term and short-term. 
As can be seen in the table, however, there was a rise of 
some £450 million in the value in sterling terms o f net 
assets. The difference is the net result o f changes in the 
values o f existing assets and liabilities, partly because of 
changes in the market prices o f equities but, to a far 
greater extent, as a direct result of devaluation upon the 
value o f net assets expressed in terms of sterling. Much the 
greater part o f the assets are denominated in non-sterling 
currencies which were not devalued, and the value of 
these assets increased in sterling terms by a sixth. With 
liabilities the position is somewhat different. Some are 
denominated in non-devaluing currencies and their 
sterling value was increased by devaluation. Others, 
however, are denominated in sterling and, except where 
subject to provision for the maintenance o f value in 
terms o f gold or United States dollars, their sterling 
value was unaffected. Since more assets than liabilities 
are denominated in non-devaluing currencies, devaluation 
will have had the effect o f raising the value in sterling 
terms o f external assets by more than the value of
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liabilities. Though precise estimates cannot be made, 
the direct effect of devaluation was almost certainly a 
good deal larger than the increase of £450 million in 
the United Kingdom’s overall net creditor position 
in 1967 noted earlier.

The increase in the value of long-term assets net of 
liabilities was £915 million, in sterling terms, which far 
exceeded the net outflow of long-term capital shown in 
the balance of payments and was mainly due to the direct 
effects of devaluation described above. Only very tentative 
estimates of the book values of direct investment abroad 
at the end of 1967 can at present be made, in the absence 
of a survey relating specifically to that date. The Board 
of Trade estimate an increase of about £875 million as 
compared with the end of 1966, about two-thirds of it the 
direct result of devaluation. Most of the estimated 
increases in the sterling value of United Kingdom 
portfolio investments abroad was the direct result of 
devaluation but much was due to the rise in equity prices 
on overseas markets, especially in North America. 
Devaluation will have had a substantial effect upon the 
value in sterling terms of the overseas assets of British oil 
companies, but because of variations in the method of 
valuing fixed assets in company books only part of this 
effect is included in the end-1967 figures shown in the 
table. The increase of £380 million in the value of foreign 
direct investments, including oil, in the United Kingdom 
is mainly due to an inflow of new capital. On the other 
hand, the increase of about £350 million in the value of

foreign portfolio investments in the United Kingdom 
was almost entirely due to the rise in equity prices on 
the London Stock Exchange.

The most commonly used measure of the outcome o f  
the balance of payments is the ‘identified’ balance o f  
current and long-term capital transactions taken together. 
The two parts of the identified balance have, however, 
different characteristics. A deficit on current account 
leads to a loss of net assets and can be financed either by a 
net inflow of long-term capital (reducing the net long
term creditor position) or a worsening of the net short
term liability position. Conversely with a surplus. A 
deficit on long-term capital account (net outflow) results 
in an increase in long-term assets, but has also to be 
financed. In so far as financing takes such forms as 
reinvested profits or exports of capital goods without 
payment it does not directly affect the reserves or other 
short-term assets or liabilities, but it has the effect that 
certain items which are recorded as credits in the current 
account do not make an immediate contribution towards 
improving the short-term position. Where cash payment 
to acquire the long-term assets is needed there is a direct 
effect on the short-term position. Thus, despite the 
difference in characteristics, the current account and the 
long-term capital account have in common that, directly 
or indirectly, they influence the balance o f short-term 
assets and liabilities, and it is for this reason that they are 
added together as a measure of the outcome of the 
balance of payments.
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ANNEX Aid and private investment in developing countries
Table 33 shows the value o f economic aid provided 

by the United Kingdom government and the Common
wealth Development Corporation to developing countries 
in the years 1962-1967 and the following table analyses 
this by balance o f payments headings.

The figures in the tables relate to United Kingdom 
economic aid only and do not include aid for military 
purposes.

‘Developing countries’ are defined (as by the O.E.C.D.) 
as the dependent Commonwealth territories, the inde
pendent Commonwealth countries except for Australia, 
Canada and New Zealand, and the rest o f the world 
except for E.E.C. and E.F.T.A. countries, Finland, 
Iceland, Irish Republic, Japan, the Sino-Soviet Bloc, 
South Africa and the U.S.A.

Further details about the composition o f United 
Kingdom economic aid can be found in the publications 
Overseas Development: The Work in i/ancf (Cmnd. 3180) 
and British Government Economic Aid {Statistics o f  Aid to 
Developing Countries), Quarterly details of grants and 
loans are published regularly in Financial Statistics.

Table 35 shows United Kingdom private investment 
(net o f disinvestment) in developing countries for the 
years 1962-1967.

United Kingdom official economic aid(‘)
TABLE 33 £ millioa

Bilateral aid

Commonwealth 
Financial aid

Grants .........................
Loans (gross) ............
Technical assistance(2)

Total

1962 1963

133

Other countries 
Financial aid

Grants .........................
Loans (gross) ............
Technical assistance(2)

130

Total 16

All countries 
Financial aid

Grants .........................
Loans (gross) ........... .
Technical assistance(2)

19

Total 149 148

Contributions to multilateral agencies
Financial aid......................................
Technical assistance(2) .................

Total 14

Total United Kingdom official economic aid 164

16

163

1964 1965 1966 1967

50 56 59 57
85 74 86 82
23 29 27 29

158 159 172 168

8 5 5 7
10 12 16 10
2 3 3 4

19 20 24 20

58 61 64 63
94 86 102 92
25 32 30 33

177 179 196 189

12 14 15 14
4 5 5 5

16 19 20 19

193 198 215 208

(0  Grants and loans to the developing countries for economic development, technical assistance, budget support and emergency relief. 
Discrepancies between the totals shown and the sums of constituent items are due to rounding.

(2) Excluding certain types of technical assistance which cannot be assessed in quantitative terms.
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United Kingdoi icial economic aid
Analysis by balance of payments headings (0

TABLE 34

U.K. oflBcial economic aid classification

Total bilateral aid loans (gross)

Contributions to multilateral agencies

Total bilateral aid grants and technical assistance 

Total U.K. official economic a id ...............................

(t) Discrepancies between the totals shown and the sums of constituent items are due to rounding.
(2) Excluding loans for military purposes.
(3) Part of other subscriptions and contributions to international organisations shown in Table 9. 
(̂ ) Part of other transfers shown in Table 9.

£ million

1962 1963 1964 1965 1966 1967

62 66 84 74 94 84

10 7 10 12 8 8

71 73 94 86 102 92

9 9 9 12 12 12

5 6 7 7 8 7

14 16 16 19 20 19

78 75 83 93 87 88

— — — — 7 9

78 75 83 93 94 97

164 163 193 198 215 208

Balance of payments classification

Inter-government loans by 
U.K.(2)

Other official long-term capital 
Bilateral aid loans

U.K. subscriptions to I.D.A. 
and Asian Development Bank

Government current expenditure 
overseas:

Contributions to international 
organisations(3)

Economic grants

Other transfers!^)

20

19

f.

United Kingdom private investment in developing countries(i)
TABLE 35 £ million

1962 1963 1964 1965
'it

1966 1967(2)

Direct investment (Board of Trade inquiry).................................................. 67 54 65
1

95
1

61 58

of which: re-invested profits......................................................................... 26 38 40 48 49 •

Other investment (including oil)...................................................................... 8 19 36 63 42 24

Total .......................................................................................................... 75

1

73 101 158 103 82

(1) Net of disinvestment. In accordance with the definition of private investment, the figures exclude trade credit other than that extended to 
overseas branches, subsidiaries and associates.

(2) Figures for 1967 are preliminary and must be regarded as subject to a considerable margin of error.

< ■  ~
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ANNEX 3 Trade credit
Tables 36 and 37 present the results in terms o f the 

balance o f payments o f the annual inquiries carried out 
by the Board o f Trade into the structure o f trade credit 
extended to or received from other countries.

The transactions o f the central government, public 
corporations and oil companies are excluded and credit 
provided by banks is included only when covered by

bills o f exchange or promissory notes. A full description 
of the scope o f the inquiry was given with the detailed 
results in the Board o f Trade Journal for 21 July 1967 
and 16 August 1968. Further information on trade credit 
included in private direct investment is given in the 
Journal for 19 July 1968 in an article describing the 
results o f the 1966 Overseas Investment inquiry.

TABLE 36 Trade credit type £ million

Amount Change in amounts outstanding(2)

Credit extended
by U.K. businesses—

to overseas affiliates and parent com 
panies:

credit extended ......................
advance and progress payments

net credit extended

to other overseas concerns:
credit extended ......................
advance and progress payments

net credit extended

Total

by banks in the United Kingdom— 
to overseas affiliates and parent com 
panies of U.K. businesses ..................

to other overseas concerns

Total

Total net credit extended

Credit received 
by U.K. businesses— 

from overseas affiliates and parent 
companies:

credit received ...........................
advance and progress payments

net credit received

from other overseas concerns:
credit received .........................
advance and progress payments

net credit received(6)

Total net credit received(®) .

o f  which  ̂bills accepted in connection with 
net credit received:

from overseas affiliates and parent
companies .................................................
from other overseas concerns ...............

Total

Net credit extended less net credit 
received(6) ....................................

outstanding 
at end 1966H 1963 1964 1965 1966(3)

421 - 2 9 - 3 0 - 5 5 -  9
6 +  1 +  7 +  s -  3

415 - 2 8 - 2 9 - 5 2 - 1 2

761 - 8 5 - 4 9 - 4 5 - 9 3
94 +  75 +  23 +  9 +  6

667 - 7 0 - 2 6 - 3 6 - 8 7

1,082 - 9 8 - 5 5 - 8 8 - 9 9

66 - 1 2 - 1 2 -  3 - 1 3

247 - 2 7 - 2 5 - 2 5 - 5 7

313 - 3 9 - 3 7 - 2 8 - 7 0

1,395 -1 3 7 -9 2 -1 1 6 -1 6 9

279 +  28 +  53 +23 +  12
8 • « +  1 -—- — 2

271 +  28(5) +  54 +  23 +  10

144 +  20 +  9 +  9 -  4
n • • -  7 — +  5

133 +20(5) +  2 +  9 +  1

404 +48(5) + 56 + 32 +  11

51 +  6 +  9 -  2 +  5
43 +  6 -  1 — 7

94 +  19 +  15 -  3 +  4

991 -89(5) -3 6 -8 4 -158

1967(4)

• •

1

 ̂•

( -7 5 )

+  17

( + 10)

( -6 5 )

(1) See notes and definitions on page 44; excluding credit extended or received by oil companies.
(2) Assets: increase —/decrease + .  Liabilities: increase +/decrease —. _ a a ’nr
(3) Credit extended between sister companies is included in unrelated trade credit from 1966 onwards, having been part of relate tra ecre i pn

to this date. u- u h late(4) Provisional estimates. Final estimates of all categories are usually available some eighteen months after the end of the year to w ic t eyre
(2) In these figures it has been assumed that there was no change in 1963 in outstanding advance and progress payments on imports.
(6) Excluding net credit received on dry cargo ships (estimated to have been small in 1964-66 and at roughly £25-30 million in ), see ex 

on page 43.
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Table 36 gives an analysis by domestic sector of the 
amounts of credit outstanding at end 1966, and of the 
changes during 1963 to 1967.

In Table 37, the figures of changes in net credit 
outstanding have been re-arranged to show how they 
are incorporated into the standard balance of payments 
headings. An additional estimate for net credit received 
on dry cargo ships (not covered in the Board of Trade 
inquiry until 1968) is included in the item ‘miscellaneous
capital’ in Table 23.

The amounts shown under ‘private direct investment’ 
and ‘changes in external liabilities in sterling and in 
overseas currencies* are already included (though not 
separately identified) within the ambit of other regular 
inquiries. The former are covered by the Board of 
Trade’s direct investment inquiry and the latter by the 
system of returns made by banks and other financial 
institutions to the Bank of England. The amounts

under ‘miscellaneous capital’ are thus residual figures— 
the total of changes in net trade credit revealed by the 
Board of Trade inquiry less the amounts included 
elsewhere in the balance of payments accounts.

In order that the series o f figures shown in the general 
balance of payments tables should be as consistent as 
possible, estimates o f the changes in trade credit not 
covered elsewhere in the accounts have also been 
incorporated in the figures of ‘miscellaneous capital’ 
for the years 1958-1962 and the year 1967. The estimate 
for 1967 is based on preliminary results of the Board 
of Trade inquiry. Estimates for the earlier years are 
based on the structure of credit shown by the Board 
of Trade inquiries for 1963 to 1965 and on a number 
of indicators, including total United Kingdom exports 
of capital goods, information on medium and long-term 
credit guaranteed by the Export Credits Guarantee 
Department and certain information derived from 
exchange control records on credit extended to the 
non-sterling area.

Trade credit payments
TABLE 37 Changes during 1963 to 1967 in amount due(^)

Private direct investment

^  Net credit extended by United Kingdom parent companies to overseas
affiliates................................. ..  ...................................’V..........

Net credit received by United Kingdom parent companies from
overseas affiliates ..................................................................................

In the United Kingdom—
Net credit extended by United Kingdom affiliates to overseas parent

companies............................................. ............ ...................................
Net credit received by United Kingdom affiliates from overseas parent

companies..............................................................................................

Private investment (net).......................................................................

Miscellaneous capital
Net credit extended by United Kingdom businesses to overseas concerns

other than affiliates and parent companies............................................
Less increase in bills lodged with banks in the United Kingdom...........

Net credit received by United Kingdom businesses from overseas con
cerns other than affiliates and parent companies(4)..............................

Miscellaneous capital (net)......................................................................

Changes in external liabilities and claims in sterling and in overseas currencies
Claims Bills discounted or assigned....................................................

Credit extended under financial guarantees...........................
Bills lodged ................................................................................

Total ...............................................................................

Liabilities Bills accepted in connection with net credit received from over
seas concerns other than affiliates and parent companies...

External sterling and currency liabilities (net)......................................

Total, all trade credit (net)................................................................................

1963 1964 1965 1966

1 ft ft -2 1 -3 5 -  7

1 ft ft +  6 -  1 +  2

1 * * -1 5 - 3 6 -  5

1 * * -  8 - 2 0 -  4

I  * * 4-48 +  27 +  7

1 ft ft +  40 +  7 +  3

1 ■ +  25 -2 9 -  2

- 7 0 - 2 6 - 3 6 -8 7
+  18 +  8 +  13 +20

-5 2 -1 8 -2 3 -6 7

+  7 -  4 +  10 +  2

-4 5 -2 2 -1 3 -6 5

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

-5 7 -4 5 -4 1 -9 0

1 +13 +  6 -  1 -  1

-4 4 -3 9 -4 2 -9 1

-89 -3 6 -8 4 -158

£ million

1967(3)

•  ft

ft ■

(+  5)

+  8

ft ft

J

(+35)

.•4

-9 0

\

(-1 0 5 )

( -6 5 )

(1) See notes and definitions on page 44; excluding credit extended or received by oil companies.
(2) Assets: increase —/decrease 4-. Liabilities: increase + /decrease —.
(3) Provisional estimates.
('*) Excluding bills accepted in connection with net credit received; also excluding net credit on dry cargo ships, see note (6) on page 42,

43

—

.(Ql



I

Notes and definitions to Annex 3

Net credit extended. The amount o f credit extended 
on United Kingdom exports and other sales overseas 
after deducting advance and progress payments received 
before shipment. For direct investment, in the 
balance o f payments, however, the change in the outstand
ing amount o f net credit extended comprises the change 
in the amount of outstanding credit extended on exports 
plus the change in outstanding advance and progress 
payments on imports.

Net credit received. The amount o f credit received on 
United Kingdom imports after deducting advance and 
progress payments made before receipts o f the goods. 
For direct investment, in the balance o f payments, 
however, the change in the outstanding amount o f net 
credit received comprises the change in the amount of 
outstanding credit received on imports plus the change in 
outstanding advance and progress payments on exports.

United Kingdom businesses. Credit extended by 
United Kingdom businesses excludes amounts covered 
by unmatured bills o f exchange and promissory notes 
discounted or assigned to banks in the United Kingdom.

Affiliates. Branches and subsidiary or associated com
panies.

Banks in the United Kingdom. The figures relate to 
credit covered by bills o f exchange discounted or

assigned, or by promissory notes held, including those in 
connection with the financial guarantees scheme.

Bills accepted in connection with net credit received. 
Unmatured promissory notes issued and bills of exchange 
accepted either by United Kingdom purchasers or by 
banks in the United Kingdom acting on their behalf, 
in connection with credit received on imports or other 
purchases o f goods, etc.

Bills lodged with banks in the United Kingdom. Un
matured bills o f exchange and promissory notes lodged 
with (but not discounted with or assigned to) banks in 
the United Kingdom. The bills and promissory notes 
may be lodged as security for an overdraft or simply 
for collexjtion at maturity.

External liabilities and claims. In the returns made to 
the Bank o f England, the figures o f claims and liabilities 
include bills o f exchange and promissory notes 
connected with the finance of United Kingdom trade 
which are held in the banking system. Thus United 
Kingdom claims include not only the credit extended by 
banks when bills are discounted but also credit extended 
by United Kingdom businesses when it is covered by 
unmatured bills lodged with the banks. Liabilities 
include the net credit received by United Kingdom 
businesses which is backed by bills accepted either by 
United Kingdom companies or by banks in the United 
Kingdom acting on their behalf when the bills are held 
by banks in the United Kingdom for collection on 
behalf o f overseas drawers.

i
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ANNEX investment analysis of cash transactions

Tables 39 and 40 provide estimates of the extent to 
which in 1965 and 1966 direct investment abroad (other 
than oil) involved cash transactions directly impinging 
on the United Kingdom’s reserves and sterling liabilities. 
Direct investment abroad is recorded in the balance of 
payments as the net movement of capital between parent 
companies and their overseas affiliates (subsidiaries,

associates or branches) and is included in the long-term 
capital account. Measured in these terms, investment 
amounted to £308 million and £276 million in 1965 and 
1966 respectively. Net investment abroad, however, is the 
outcome of transactions in both outward and inward 
directions, as Table 38 illustrates:

TABLE 38 £ million

United Kingdom direct investment abroad 
In non-sterling areas ............................

In the overseas sterling area................

Total....................................................

1965 1966

Gross
invest
ment

Gross
disinvest

ment

Net
invest
ment

Gross
invest
ment

Gross
disinvest

ment

Net
invest
ment

-2 1 7 -1- 94 -1 2 2 -2 6 4 +  106 -1 5 7

-3 0 8 -M23 !1 -1 8 6 -2 7 6 +  157 -1 1 9

-5 2 5 +217 -3 0 8 -5 4 0 +  264
t

-2 7 6

00

Gross investment and disinvestment take the form partly 
of unremitted profits and other transactions which do not 
involve flows of cash. By distinguishing between cash 
and other (non-cash) transactions and by taking account 
of other i]^ormation about the extent to which parent 
companies finance investment in their affiliates by borrow
ing abroad, or by using the proceeds of sales of securities 
in the investment currency market, it is possible to make 
rough estimates of the extent to which investment abroad 
impinges directly on the United Kingdom’s reserves and 
sterling liabilities.

In Tables 39 and 40 an analysis is given of gross 
investment, gross disinvestment and net investment in 
terms of accounting components—unremitted profits, 
share and loan capital, trade credit and other inter
company indebtedness; this is followed by a separate 
analysis of the cash transactions associated with direct 
investment abroad, both between parent companies and 
their affiliates and, in the case of non-sterling areas, 
involving third parties. Investment in the overseas 
sterling area is not subject to exchange control and com
prehensive information about overseas borrowing to 
finance investment there is not available; the analysis for 
the overseas sterling area therefore stops short at inter
company transactions, and any overseas borrowing 
offsetting the cash flows between parent companies and 
their affiliates is not included.

Gross investment is defined in this Annex as the sum 
of all the accounting components in which investment 
was made during each company’s year of account, 
whether the net outcome for any affiliate is positive or 
negative, and whether or not one component offsets 
another in the same affiliate. Loans and credits which are

both extended and repaid during the course of the 
accounting year are not included. A fuller discussion of 
alternative measures of gross investment is given on page 
vii of the Board o f Trade Journal for 30 June 1967.

Gross investment abroad takes the form of a cash 
transaction when United Kingdom funds are used to 
acquire share and loan capital, to repay credit previously 
received on goods imported from an overseas affiliate, or 
to provide new working capital for an overseas affiliate. 
Conversely, gross disinvestment which takes the 
form of cash transactions consists of the sale of share 
and loan capital, the receipt o f dividends in excess of its 
profits from an overseas affiliate, the repayment of credit 
previously extended on United Kingdom exports and the 
repatriation of working balances. The remaining, ‘non- 
cash’, transactions in gross investment/disinvestment 
include unremitted profits (net of overseas losses), the 
fimding of short-term indebtedness (by switching into 
share and loan capital), and changes in inter-company 
indebtedness arising from the retention abroad of branch 
profits, imports or exports free of payment, services 
rendered or received on credit or free of payment, and 
trade credit extended on exports or received on imports. 
A parent company may re-invest profits in an overseas 
affiliate and repatriate an equivalent sum out of the 
affiliate’s working balances; by far the greater part of 
cash disinvestment in 1965 and 1966 was attributable to 
transactions of this kind and to the repayment of trade 
credit—sales of overseas assets for cash were com
paratively rare.

Other cash transactions associated with direct invest
ment abroad comprise loans from overseas residents and, 
in the case of non-sterling areas, funds obtained in the 
investment currency market as the result of the sale of

♦ « I*
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investment(0 (other than oil): analysis o f cash transactions
TABLE 39 Non-sterling areas and overseas sterling area

Non-sterling areas
Analysis of direct investment abroad by component

Unremitted profits of subsidiaries ....................
Purchases of share and loan capital....................
Trade credit: extended to overseas ....................

extended to the United Kingdom
repaid to overseas ........................
repaid to the United Kingdom ... 

Changes in other inter-company indebtedness(2)

Total direct investment abroad

of which:
Inter-company cash transactions:

Share and loan capital acquired for cash(3)
Dividends in excess of profits ....................
Trade credit repaid .........................................
Other(2).............................................................

Total

Other cash transactions associated with direct invest
ment abroad: .

Overseas borrowing by parent companies^)..........
Use of investment currency ...................................

Total

Total cash transactions associated with direct invest
ment abroad ......................................................................
(equivalent to the primary effect on the reserves and
sterling liabilities)

Overseas sterling area
Analysts of direct investment abroad by component

Unremitted profits of subsidiaries .....................
Purchases of share and loan capital.....................
Trade credit: extended to overseas ....................

extended to the United Kingdom .
repaid to overseas .........................
repaid to the United Kingdom .... 

Changes in other inter-company indebtednesses)

Total direct investment abroad

of which:
Inter-company cash transactions:

Share and loan capital acquired for cash(3)
Dividends in excess of profits ....................
Trade credit repaid .........................................
Other(2).............................................................

Total

1

£ million

1965 1966

Gross Net Gross Net
invest Disinvest invest invest Disinvest invest
ment ment ment ment ment ment

- 8 6 +  21 - 6 6 -1 1 7 +23 - 9 4
- 3 9 +  15 - 2 4 - 4 4 +  23 -2 1
-4 1 -4 1 - 3 2 - 3 2

+  3 +  3 +  7 +  7
-  5 -  5 -  2 -  2

+  20 + 20 +21 +21
- 4 6 +  35 - 1 0 - 6 8 +  33 - 3 5

-217 +94 -1 2 2 -264 +  106 -157

- 2 0 +  15 -  5 - 3 5 +  23 - 1 2
1 _ +  3 +  3 +  3 +  3

-  5 +  20 +  15 -  2 +21 +  19
- 3 9 +  16 - 2 3 - 5 5 + 24 -3 1

- 6 4 +  54 - 1 0 - 9 2 +71 -2 1

+  24 • • +  24 +  34 » • +  34
1 + 3 4 -  6 +28 + 2 2 - 2 5 -  3

I + 58 -  6 +  52 +  56 - 2 5 +31

-  6 +48 +42 -3 6 +  46 +10

-1 0 9 +  9 -1 0 0 -1 0 5 +  16 - 8 9
- 5 7 +  27 -3 1 - 5 8 +28 -3 1
-4 1 -4 1 -3 1 -3 1

+  5 +  5 +  3 +  3
-  4 -  4 -  6 -  6

+ 27 +27 + 36 +  36
- 9 7 +  55 - 4 3 - 7 5 + 75

-308 +  123 -186 -276 +  157 -119

- 2 9 +  27 -  2 - 4 3 +28 - 1 6
+  1 +  1 — +  6 +  6

-  4 + 27 +23 -  6 +  36 +  30
- 7 0 + 2 6 - 4 4 - 5 6 +61 +  5

-1 0 3 +  81 - 2 2 -1 0 5 +  131 +25

Discrepancies between the totals shown and the sums of constituent(1) Assets: increase —/decrease Liabilities: increase -1-/decrease —. 
items are due to rounding.

(2) Including change in branch/head office indebtedness.
(3) Purchases of share and loan capital are partly for cash and partly from reductions in inter-company indebtedness. 
C'*) Including borrowing in non-sterling currencies from United Kingdom banks.
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-119

transactions

TABLE 40 Developed and developing overseas sterling area

Gross
invest*
ment

Developed countries of the overseas sterling area

Analysis of direct investment abroad by component
Unremitted profits of subsidiari« ....................
Purchases of share and loan capital....................
Trade cr^ it: extended to overseas .....................

extended to the United Kingdom .
repaid to overseas .........................
repaid to the United Kingdom .... 

Changes in other inter-company indebtedness .

Total direct investment aln'oad ............................

of which:
Inter-company cash transactions:

Share and loan capital acquired for cash(2)
Dividends in excess of profits ....................
Trade credit repaid........................................
Other..............................................................

T ota l...............................................................

-  1 

- 5 6

-1 7

- 6 3

Developing countries of the overseas sterling area

Analysis of direct investment abroad by component
Unremitted profits of subsidiaries ....................
Purchases of share and loan capital....................
Trade credit: extended to overseas ....................

extended to the United Kingdom .
repaid to overseas ........................
repaid to the United Kingdom .... 

Changes in other inter-company indebtedness .

Total direct investment abroad ............................

of which:
Inter-company cash transactions:

Share and loan capital acquired for cash(2)
Dividends in excess of profits ....................
Trade credit repaid......................................
Other..............................................................

Total ..............................................................

-  3 

- 4 2

-127

-1 2

-4 0

£ miUion

1965 1966

Net Gross Net
Disinvest invest invest Disinvest invest

ment ment ment ment ment

+  4 -6 8 -7 3 +  8 -6 5
+  11 -2 2 -3 3 +25 -  9

- 2 0 - 1 7 - 1 7
+  3 +  3 +  1 +  1

-  1 -  2 — 2
+  15 +  15 +  18 +  18
+26 -3 1 - 4 7 +33 - 1 4

+59 -1 2 4 -1 7 2 +  84 - 8 8

+  11 -  6 -2 1 +24 +  3
.-- +  4 +  4

+  15 +  14 -  2 +  18 +  16
+  9 - 3 6 -3 9 +  21 — 17

+  35 - 2 8 - 6 2 +  67 +  5

+  5 -3 1 - 3 2 +  8 - 2 4
+  16 -  9 -2 5 +  3 - 2 2

- 2 0 - 1 4 — 14
+  2 +  2 +  2 +  2 a

-  3 -  4 — 4
+  11 +  11 +  18 +  18

1 +29 - 1 4 -2 9 +  43 +  14

+  64 -6 3 -1 0 4 +  74 -3 1

+  16 +  4 - 2 2 +  3 -1 9
1 V

+  I +  1 — +  2 +  21 ■ 
+11 +  8 -  4 +  18 +  14
+  17 -  8 -1 7 +40 +  23

+45 +  5 -4 3 +  63 +  21

(1) Assets: increase — /decrease + . Liabilities: increase -+ /decrease — 
items are due to rounding.

Discrepancies between the totals shown and the sums of constituent

(2) Purchases of share and loan capital are partly for cash and partly from reductions in inter-company indebtedness.
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non-Sterling securities owned by United Kingdom 
residents. Neither kind o f transaction involves a cash 
flow from the United Kingdom. Investment financed by 
subsidiaries’ own borrowing abroad is not included in 
United Kingdom direct investment abroad since there is 
no increase in the parent company’s stake. Overseas 
borrowing by parent companies includes borrowing in 
non-sterling currencies from United Kingdom banks, 
which is treated as short-term external borrowing o f the 
United Kingdom in the balance o f payments. Borrowing 
o f this kind is not included in the long-term capital 
account but other loans from overseas residents are 
included as private inward investment.

The figures for the chmponenss o f investment, and for 
inter-company cash transactions associated with invest
ment, are derived from the Board o f Trade inquiries into 
overseas investment, reported on in the Board o f  Trade 
Journal for 30 June 1967 and 19 July 1968. The figures 
for overseas borrowing by parent companies, and the 
use o f investment currency for investment in non
sterling areas, have been derived from Exchange Control 
sources. The division o f purchases o f share and loan 
capital into purchases for cash and capitalisation of 
working balances is subject to a considerable margin of 
uncertainty. There is also some uncertainty about the 
estimates o f retained branch profits which affect the 
distinction drawn between the cash and non-cash 
elements o f gross investment. Moreover, there may be 
discrepancies in timing between the figures for overseas 
borrowing and the use o f investment currency and those 
for the investment associated with it, partly because of 
timing difficulties in matching figures for calendar and 
company accounting years, and partly because funds 
borrowed abroad may be retained in the United Kingdom 
for a time pending their use for overseas investment. The 
figures for the two years 1965 and 1966 taken together are 
therefore more reliable than the figures for the individual 
years.

The estimates for the years 1965 and 1966 taken 
together indicate that about a tenth o f gross investment 
in non-sterling areas directly affected the reserves in the 
period. Inter-company cash transactions accounted for 
about a third o f gross investment but were largely offset 
by overseas borrowing by parent companies and the use 
of investment currency. In the overseas sterling area 
inter-company cash transactions also accounted for 
about a third o f gross investment.

Inter-company cash transactions accounted for more 
than half gross disinvestment in non-sterling areas in the 
two-year period 1965 and 1966, but disposals o f invest
ment currency brought the proportion down to less 
than a half (figures are not available for repayment of 
overseas loans by parent companies but are thought not 
to exceed more than a few million pounds per annum).

About three-quarters o f gross disinvestment in the overseas 
sterling area took the form of inter-company cash 
transactions.

Total net cash transactions associated with direct 
investment abroad in 1965 and 1966, taken together, are 
estimated to have resulted in a net cash inflow of some 
£50 million from non-sterling areas, and a net cash in
flow, not allowing for overseas borrowing, o f some £5 
million from the overseas sterling area. Two main points 
need to be borne in mind in using these figures. First, 
the gross figures are a good deal more meaningful than 
the net totals. Second, though the ‘cash flow’ in United 
Kingdom overseas investment is in principle the measure 
o f the direct impact o f that investment on the United 
Kingdom reserves or sterling liabilities, it is not, o f course, 
a measure o f the ‘cost’ o f that investment to the balance 
of payments, as compared with a hypothetical alternative 
situation in which no new investment was taking place. 
Only to a relatively small extent do the cash flows in 
gross disinvestment relate to a genuine repatriation of 
capital. The most obvious case is the physical sale for 
cash o f an overseas asset (if the proceeds are not eligible 
for sale in the investment currency market). Another 
example is the case o f a United Kingdom company which 
(perhaps because o f a squeeze on its liquidity here) brings 
back working capital from its overseas afffiiates. How
ever the bulk o f the cash disinvestment relates to the 
repayment by individual subsidiaries o f balances out
standing on export credit and to the repatriation by 
United Kingdom companies o f their overseas profits in 
the form of disinvestment over inter-company accounts. 
These receipts are in effect more akin tocurrent earnings— 
dividends, payments for services, export receipts—than 
to capital receipts as normally conceived. Their economic 
significance relates to the current yield on our existing 
overseas investments, rather than to the primary effect 
o f new investment and disinvestment flows on our 
reserves and sterling liabilities, so that in real terms the 
cash debits component o f the net cash flow in net 
investment tends to be o f a different nature from the 
cash receipts.

This qualification is particularly important for the 
figures for trade credit. In this analysis an increase in the 
trade credit balance o f a United Kingdom concern with 
its overseas affiliate is shown as gross (non-cash) invest
ment but if the balance is run down as the overseas 
affiliate makes repayment this is shown as gross (cash) 
disinvestment so that the transactions as a whole will 
result in an apparent return flow of cash to the United 
Kingdom. But this may clearly be a matter o f the timing 
of export receipts rather than a net repatriation o f invest
ment capital to the United Kingdom over the period of 
the transactions.
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ANNEX 5

current account entries for insurance lerchanting and brokerage activities

irect
»are 
'Ome 
1 in. 
e£5
lints 
'irst, 
than 
lited 
sure 
lited 
irse, 
ince 
itive 
ace. 
s in 
1 of 
for 
Mt 
ther 
iich 
ings 
ow- 
the 

out- 
by 

sio 
nts.

ban
me
ting
lect
our
the
net
the

II

I
!

I

the
itbe
(vith
/est*
•seas
ash)
will

lited
uing
vest'
id of

t

I

i

ll
1

This note brings together the current account figures 
for various financial and allied activities which are 
classified to a number of different headings in the 
standard tables. Activities of organisations and profes
sions such as those of investment trusts, unit trusts, 
accoimtants, solicitors and actuaries are excluded. So are 
figures relating to transactions between United Kingdom 
residents and overseas financial institutions except where 
United Kingdom financial institutions are involved.

There can sometimes be doubt as to the group of 
institutions to which receipts of a particular kind should 
be allocated (see, for example, the paragraph following 
Table 43 below). There can also be doubt as to how far 
associated debits should be offset against the credits 
recorded where these are not net of all overseas expenses. 
(In this note, debit items are separately noted only in 
respect of banking, since most of the credit figures for 
other groups of institutions are recorded net of expenses.) 
A more basic difficulty is that this note deals only with 
the figures as recorded, in accordance with international 
conventions, in the balance of payments accounts. It does 
not attempt to answer the question, what the effect on 
overseas earnings would have been if this or that group 
of institutions did not exist, and the services they provided 
had been provided in other ways (or not at all). Clearly 
a range of different estimates for the contributions to 
overseas earnings of the various groups of institutions can 
be obtained, depending on the basis of estimation adopted; 
and it is not easy to select one as being preferable to 
the others. For this reason, the figures given here for 
particular groups of institutions are not added to produce 
a total for all the various activities. «

A broad picture of the treatment in the standard tables 
of the entries for United Kingdom or overseas financial 
and allied institutions is given in the following table:

Transactions on current account of United Kingdom or
overseas financial and allied institutions 

Analysis by balance of payments headings
TABLE 41

TABLE 41 {continued)

Type of institu
tion or activity

Main heading 
in standard 
tables

Sub-heading in standard 
tables

Insurance Other services

Interest, 
profits and 
dividends

Banking Visible trade 
exports

Other services

Financial and allied services 
(n.e.i.) : insurance (credits) 
‘Other' (debits(t))

Direct investment (credits) 
Portfolio investment (credits)

Discount on short-term trade 
credit implicitly included in 
export valuation (credits)

Financial and allied services 
(n.e.i.) : banking (credits) 
Services rendered 
related companies 
and debits)
‘Other’ (debits(t))

between 
(credits

49

Type of institu
tion or activity

Main heading 
in standard 
tables

Sub-heading in standard 
tables

Banking
{Continued)

Interest, profits 
and dividends

Direct investment (credits 
and debits)
‘Other’ (credits and debits)

Merchanting Visible trade— 
re-exports

Merchanting profit on re
exports implicitly included in 
re-export valuation (credits)

Other services Financial and allied services 
(n.e.i.): merchanting (credits)

Brokerage, etc. Other services Financial and allied services 
(n.e.i.) : brokerage, etc. 
(credits)

(0  Figures in this Annex do not include these debits.

A description of the entries for ‘Other services: 
financial and allied services (n.e.i.)’ is given in the Notes 
and definitions section on page 60.

Insurance

The overseas earnings of British insurance companies 
(other than through overseas branches, subsidiaries and 
associates), Lloyd’s underwriters and insurance brokers, 
from risk underwriting and other insurance for non
residents, are recorded in ‘other services—financial and 
allied services (n.e.i.)’.

The profits received by United Kingdom insurance 
companies from their overseas branches, subsidiaries and 
associates and the interest or dividends received on 
portfolios of overseas securities are recorded in ‘interest, 
profits and dividends’.

Lloyd’s underwriting income is initially measured as 
the excess of premiums collected over claims paid out. 
However, premiums collected will cover unexpired risks 
to be carried in the future and claims settled will include 
some made in respect of premiums collected in previous 
periods. Hence, the premiums collected, net of claims 
paid, in any period could either overstate or understate 
the true earnings accruing for that period. In the ‘other 
services’ table and in this Annex, it is taken that the 
overseas earnings of Lloyd’s underwriters on an accruals 
basis are better represented by an average of three years’ 
premium income, net of claims paid, centred on the year 
to which they are being applied. For 1967, the average of 
the two latest years has been used.
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The net overseas income o f United Kingdom insurance 
may be summarised as follows:

TABLE 42 Insurance £ million

1965 1966 1967

Companies (marine, aviation and cargo 
business and direct and portfolio invest
ment income)................................................. 45 65 75

Lloyd's (underwriting and interest).......... 14(1) 20(1) 33(2)

Brokers .......................................................... 21 23 27

U.K. net insurance income overseas 
including portfolio incom e........................ 80 108 135

U.K. net insurance income overseas 
excluding portfolio income)........................ 49 77 99

(1) Three year average. (2) Two year average.
The above figures take no account o f earnings in the 
United Kingdom by overseas insurers.

In order to align various other entries in the balance o f  
payments, the standard tables show as part o f the 
‘financial and allied services (n.e.i.): insurance’ entry, all 
earnings from underwriting risks on international cargoes, 
irrespective o f whether these are earned from United 
Kingdom or overseas residents (see note on page 61 on 
the LM.F. recommended simplified treatment o f cargo 
insurance). In this Annex, however, only the estimated 
earnings from overseas residents are included.

Estimates are based on returns made to the Board of 
Trade by the British Insurance Association, the Corpora
tion o f Lloyd’s and insurance brokers.

Banking
The overseas receipts o f United Kingdom banks 

comprise:
the net receipts o f banks from services they provide 
to ‘non-related’ customers, including arbitrage, net 
receipts on lending and borrowing in foreign 
currency, banking charges and commissions;

(ii) net charges for services rendered to related banking 
enterprises overseas;

(iii) profits accruing to the United Kingdom from the 
overseas branches, subsidiaries and associates o f  
United Kingdom banks; and

(iv) interest and discount on lending to overseas 
residents in sterling and overseas sterling area 
currencies.

The table in the introduction to this Annex shows that 
these banking receipts are recorded in different parts of 
the balance o f payments accounts. Items (i) and (ii) are 
recorded in ‘other services’ : item (i) is the ‘banking’ 
component o f ‘financial and allied services (n.e.i.)’ whilst 
item (ii) is a component o f ‘services rendered to, and by, 
United Kingdom enterprises’. Receipts in (iii) and (iv) 
(with the exception o f discount earned on short-term 
export credit) are recorded in ‘interest, profits and
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dividends’ in the classifications ‘direct investment’ and 
‘other’ respectively. It is thought that the discount earned 
on short-term export credit is compounded into the 
valuation o f exports in ‘visible trade’.

The receipts o f banks from the provision of services 
to non-residents (other than overseas banks and sub
sidiaries) include commissions in respect o f credit and 
bill transactions (advising, opening and confirming 
documentary credits, collection o f bills, etc.); net receipts 
on foreign exchange dealing; net receipts on lending and 
borrowing in foreign currencies; commission on new 
issues o f overseas securities; banking charges, fees and 
commissions in respect o f current account operations, 
executor and trustee services, portfolio management, 
commitment fees, guarantees, security transactions and 
similar services. It is these receipt^ that are recorded in 
‘financial and allied services (n.e.i.)’ in ‘other services’.

Receipts from lending to non-residents include interest 
on overdrafts and loans, discount on bills connected with 
trade between overseas coimtries and with United 
Kingdom imports and discount on United Kingdom 
export credit when covered by bills o f exchange discounted 
by banks or assigned to them: in the case o f short-term 
credit this discount is thought to be compounded in the 
valuation o f United Kingdom exports, and in the case of 
medium and long-term credit, including bills in con
nection with the E.C.G.D. financial guarantees scheme, 
it is included in ‘interest, profits and dividends’ (no 
distinction being drawn between credit given by suppliers 
and that given by financial institutions).

The debit entries for United Kingdom banks comprise:

amounts due by United Kingdom subsidiaries to 
overseas parent companies in the form of profits; 
or charges for services rendered; and

payments of interest on liabilities to overseas 
residents denominated in sterling or overseas 
sterling area currencies. (As mentioned above, 
amounts paid on liabilities in non-sterling cur
rencies are netted against the corresponding 
receipts.)

The figures for banks can be summarised as follows:

TABLE 43 Banking £ million

Credits
Financial and allied services (n.e.i.)

Other...................................................

Total....................................................

Debits
Total.....................................................

1965 1966

16 20

98 97

114 117

•

82 99 1

1967

96

119

97
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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 United Kingdom residents and overseas 
banks would not be included in the above figures.

It is arguable that certain income of banks, which is 
indirectly derived from overseas residents, should be 
included together with their other receipts from overseas. 
In particular, in the case of bills lodged with banks by 
United Kingdom exporters against E.C.G.D. Bank 
Guarantees (short or longer-term), the banks pay the 
exporters the value of the bills, less interest, at the time 
of the acceptance of the goods by the buyer, even though 
the lender to the overseas customer remains the exporter 
rather than the bank. As with discount, this interest is 
either implicitly included in the valuation of exports (in 
the case of short-term credit) or in interest on trade credit 
recorded in ‘interest, profits and dividends’. Receipts of 
this kind for the three years 1965 to 1967 are assessed at 
around £7 million, £9 million and £14 million respec
tively. Other indirect earnings, such as interest on 
advances and overdrafts to United Kingdom exporters 
cannot be so readily quantified.

Estimates are based mainly on information available to 
the Bank of England and on the Board of Trade annual 
inquiries into trade credit.

Merchanting
Merchanting profit on third-country trade is shown in 

‘financial and allied services (n.e.i.)’. Profits on re
exports, estimated at between £5 million and £10 million, 
are included in the valuation of re-exports under ‘visible 
trade’.

The estimates, based partly on exchange control 
information, are made by the Bank of England.

TABLE 44 Merchanting profit £ million

1965 1966 1967

Third-country trade.............. 25 26 26

Re-exports.............................. (5-10) (5-10) (5-10)

T otal...................................... 30-35 30-35 30-35

Brokerage, etc.
These estimates of the net overseas receipts of various 

United Kingdom financial and allied service organisations 
not specified elswhere in this Annex include the net 
receipts of the Baltic Exchange (other than its commodity 
section), the London Stock Exchange and Lloyd’s 
Register of Shipping. Also included are the commissions 
of bullion dealers, management expenses on investment 
portfolios held for overseas clients, and other miscel
laneous receipts.

Whilst the estimates for the London Stock Exchange 
and Lloyd’s Register of Shipping are based on information 
supplied by the institutions, other receipts have been 
assessed approximately by reference to related indicators. 
Improvements in estimation methods are planned.

Net overseas receipts from brokerage, etc. 
component of ‘financial and allied services 
Table 14 on ‘other services’ are:

given as a 
(n.e.i.)’ in

/
y

TABLE 45 Brokerage, etc. £ million

1965 1966 1967

28 29 33

ling
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UNITED KINGDOM  BALANCE OF PAYM ENTS

NO TES AND D EFIM TIO N S

G ENERAL
The object o f the balance o f payments accounts is to 

identify and record all transactions between residents of 
the United Kingdom and overseas residents (non
residents). The United Kingdom is defined as including 
the Isle o f Man and the Channel Islands. The term 
‘resident’ covers both individuals living permanently in 
the United Kingdom, and corporate bodies located 
there (but not their overseas branches and subsidiaries). 
Individuals, other than government officials and Forces, 
who enter (or leave) the country with the intention of 
staying here (or abroad) for a year or more are regarded 
as migrants changing their residence. Overseas branches 
of companies are treated as residents o f the country in 
which they are located, and subsidiaries are treated as 
residents o f the country in which they are registered. 
Government agencies operating abroad, such as embassies 
or military units, are regarded as residents o f their home 
country. Agencies o f business enterprises are regarded as 
residents o f the countries in which they operate. Trans
actions through agents are, in general, treated as though 
made directly with the overseas principal, but com
missions etc. received by agents for their services are 
regarded as accruing to the agents’ country o f residence. 
A  more detailed description o f the criteria adopted for 
defining residence is given on pages 436-438 o f National 
Accounts Statistics: Sources and Methods (H.M.S.O. 
September 1968).

In principle, transactions are recorded when the owner
ship o f goods or assets changes and when services are 
rendered. When information is expressed in currencies 
other than sterling, the figures are converted into sterling 
at the relevant rate o f exchange (normally the prevailing 
parity). Current and long-term capital transactions 
before the devaluation o f sterling on 18 November 1967 
(as far as they could be determined) have been valued at 
the old parity o f £1 =  S2*80, while those after devalua
tion are valued at the new parity o f £1 =  $2*40. For 
banking items in ‘monetary movements’, however, 
changes represent the differences between the sterling 
equivalents of currency assets and liabilities valued at 
the beginning and the end o f a period, each converted at 
the parity then ruling; in order to offset those changes 
which arise purely from revaluation in sterling terms, at 
the time o f devaluation, an entry is made in the 
composite item ‘Exchange adjustments’ (see page 70), 
which has been included in the accounts for 1967.

Principles of the accounts
The balance o f payments accounts are arranged in a 

form in which the total o f all entries is equal to zero. 
Every balance o f payments transaction involves, in 
principle, both a credit and a debit and so should be 
entered twice. That is to say, in a way analogous to a 
double-entry book-keeping system, the recording o f a 
current account transaction leads to a corresponding
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change in the balance between assets and liabilities. In 
a double-entry book-keeping system there is always an 
exact balance since the same piece of information is used 
in effecting each entry. In the balance o f payments, 
although the underlying principle exists, the accounts 
are not, in practice, constructed on a double-entry basis 
since the two entries made in respect o f each transaction 
are derived from separate sources in almost every case. 
Moreover, the methods o f estimation are neither com
plete nor precisely accurate; one (or both) entries in 
respect o f a particular transaction may elude the records, 
or the two entries may not match each other precisely 
in their timing. In order to bring the total of all entries to 
zero an additional entry, the balancing item, is therefore 
included to offset the sum of all the errors and omissions 
in the other items o f the accounts.

In the United Kingdom balance o f payments accounts 
transactions are classified in three main groups:

The current account covers imports and exports of 
goods and services, investment income and transfers.

The long-term capital account covers inter-government 
loans, other official capital transactions and private 
investment.

Monetary movements covers changes in the gold and 
convertible currency reserves, transactions with the 
International Monetary Fund, changes in external lia
bilities and claims in sterling and in other currencies, 
and other capital transactions of a monetary nature.

Balances are struck for each o f these groups. The 
current balance shows whether, apart from capital 
transfers, the United Kingdom has added to or con
sumed her net external assets in any period. The balance 
of long-term capital attempts, as its name indicates, to 
measure the net outflow (or inflow) o f long-term capital. 
An important characteristic o f the United Kingdom’s 
national balance sheet is the tendency for external short
term or liquid liabilities to exceed the corresponding 
assets, while external long-term assets substantially 
exceed the corresponding liabilities. A surplus (or deficit) 
on the combined current and long-term capital accounts 
improves (or worsens) this imbalance between liquid 
assets and liabilities. The current and long-term capital 
balance is therefore an important indicator o f the state 
of the balance o f payments. Errors and omissions 
apart, the balance of monetary movements is equal to the 
combined current and long-term capital balance, and 
measures the changes in external liquid liabilities and 
assets resulting from current or long-term capital trans
actions. Thus these balances, viewed in conjunction with 
each other, give a summary indication of the effects 
of developments in the United Kingdom economy on 
her external financial position. It must be emphasised, 
however, that this does not imply that the three parts of 
the accounts are causally independent o f each other; in 
general there is some mutual interdependence between
them.
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Moreover, some items are not always precisely 
appropriate to the group in which they are included. 
For instance, transfer payments, representing workers’ 
remittances, private gifts, migrant funds and grants 
by the government, are included in the current account. 
A number of these items are of a capital nature, or 
closely resemble capital transactions, however, and an 
alternative treatment would be to divide transfer pay
ments between the current and long-term capital accounts 
or to show them as a separate item outside the current 
and capital accounts.

There are similar difficulties in the allocation of some 
capital movements as between the long-term capital 
account and ‘monetary movements’. Capital movements 
can be grouped according to the degree of liquidity of the 
assets or liabilities involved, according to the general 
characteristics of the transactions (for example, invest
ment in equities or credit given in connection with trade), 
according to the domestic sector concerned (for example, 
government or private) or according to the status of the 
overseas resident involved. In practice a combination of 
these four methods of classification is used. For instance, 
all borrowing and lending by United Kingdom banks is 
included in monetary movements but the borrowing of 
the government and local authorities is included either in 
monetary movements or long-term capital depending, 
in the main, on the type of liability involved but also (see 
below) in some respects on the status of overseas residents. 
Another example is that most private investment is 
grouped together in the long-term capital account even 
though the total includes a substantial element of 
borrowing, possibly at short-term, financed through 
inter-company accounts. This is because the nature of the 
direct relationships between companies in the United 
Kingdom and companies abroad prevents the application 
of clear-cut definitions to the types of investment. Thus 
no single group of concepts can be adopted. Moreover, 
superimposed on these criteria is the need to show 
separately not only the United Kingdom’s holding of gold 
and convertible currency reserves but also short-term 
liabilities including those treated as reserves by overseas 
coimtries. These include not only bank deposits and 
Treasury bills but also holdings of United Kingdom 
government stock by or on behalf of overseas banks and 
central monetary institutions; in this respect the classifica
tion takes account of the status of overseas residents.

In the presentation used in the United Kingdom 
balance of payments the striking of a balance of ‘mone
tary movements’, including changes in the reserves, 
changes in net liabilities in sterling and other currencies 
and other monetary items mainly of a short-term nature, 
has precedence; after which the grouping, in the long
term capital account, is broadly by domestic sector.

The recording of a transaction in the current account 
or in the long-term capital account is usually matched by 
a corresponding entry in ‘monetary movements’. Thus, 
when a United Kingdom firm exports goods, their value 
is shown as a credit under visible trade in the current 
account, and there is a corresponding entry, or entries, in 
‘monetary movements’ depending on the way in which 
the exports are paid for. If a remittance is made in a
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foreign currency, this causes an increase in the gold and 
convertible currency reserves; but if the foreign importer 
pays in sterling there is an increase in United Kingdom 
sterling claims on overseas residents or a decrease in 
sterling liabilities. Both these types o f payments are 
reflected in the balance o f ‘monetary movements’. Similarly 
the purchase of an overseas security by a United Kingdom 
resident from a foreign resident will mean a debit entry 
under portfolio investment in the long-term capital 
account matched in ‘monetary movements’ by an increase 
in sterling liabilities to overseas residents, a decrease in 
United Kingdom claims on overseas residents or a 
decrease in the gold and convertible currency reserves.

The matching entry, or entries, can also appear under 
other headings. For example, where goods are 
exported without immediate payment the debit entry 
matching the credit under visible trade will reflect the 
way in which the sale is financed. If no payment is to 
be received for the goods, as for gift parcels or for 
exports financed by official grants, the matching debit 
entry will appear as a transfer payment (private or 
official) in the current account. It might also appear as 
part of inter-government loans made by the United 
Kingdom, if the exports are being financed by an aid 
programme loan, or as part of private investment by 
United Kingdom firms in their overseas affiliates. If 
trade credit is extended by the United Kingdom exporter, 
the matching debit entry reflecting the lending by the 
exporter or by a United Kingdom bank will usually 
appear in ‘monetary movements’. The repayment of such 
trade credit provides an example of double entries which 
are both within a single heading of the accounts 
(‘monetary movements’), one representing the reduction 
in lending and the other representing the payment 
received.

ITEMS
V isible T r a d e

Imports (f.o.b.)
The f.o.b. value (that is excluding the costs of insurance 

and freight) of goods entering the United Kingdom and 
passing into United Kingdom ownership. Ships delivered 
abroad to United Kingdom owners are also included. 
Arrivals of U.S. military aircraft and missiles(>) are 
excluded.

Exports and re-exports (f.o.b.)
The f.o.b. value of goods leaving the United Kingdom 

and passing into non-resident ownership.

Visible trade balance
Exports and re-exports (f.o.b.) less imports (f.o.b.) as 

defined above.

Payments for U.S. military aircraft and missiles
Payments to the U.S. for military aircraft and 

missiles(0 purchased under credit arrangements with the 
Export-Import Bank of the United States.

(i) See detailed note on page 55
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Visible balance
The visible trade balance adjusted for payments for 

U.S. military aircraft and missiles(i).

Adjustments to the Trade Accounts
The monthly Overseas Trade Accounts o f the United 

Kingdom (Trade Accounts) form the starting point for 
calculating the balance o f payments figures o f imports 
and exports and re-exports.

Timing basis o f the figures
To achieve consistency with the basis for estimating 

other coimtries’ external transactions (and the estimates 
of domestic transactions given in the national income 
accounts), exports and imports o f goods should be 
recorded at the time when the ownership o f the goods 
changes. In practice, however, no adjustment is made to 
the figures for differences in timing between change in 
ownership and the recording in the Trade Accounts, The 
compilation o f the Trade Accounts is geared to the declara
tions made by exporters and importers which are received 
in the statistical office o f H.M. Customs and Excise. With 
certain exceptions, traders are allowed a short period of 
grace before documents have to be presented at the ports. 
Export documents are commonly presented after ship
ment; the normal period o f grace is six days, but this 
may be extended. There is a further interval before copies 
reach the statistical office. The effect o f these lags is 
accentuated since the monthly processing of the exports 
statistics begins before the end o f the calendar month. 
Importers are usually required to present their docu
ments before they can obtain customs clearance and 
remove the goods. Moreover, the monthly total for 
imports includes those recorded in documents relating 
to the month which reach the statistical office up to the 
third working day after the end o f the month. The 
imports statistics therefore correspond more closely than 
the exports statistics to movements through the ports 
during the calendar month.

N o single definition can be given o f the time when 
ownership changes, but on the assumption that on 
average it occurs at some time between the departure of 
goods from the exporting country and their arrival in the 
importing country, United Kingdom exports and re
exports are recorded at various times around the time o f  
change o f ownership, whilst imports tend to be recorded 
in arrears o f change o f ownership.

Apart from the important exception o f the treatment 
o f purchases o f U.S. military aircraft and missiles(i), 
identified differences in timing between the recording in 
the Trade Accounts and actual payments (for example, 
due to the granting o f trade credit) are treated as changes 
in financial assets or liabilities, and are recorded in 
monetary movements or as part o f direct investment in 
the long-term capital account. The net effect o f unidenti
fied differences in timing between trade declarations and 
payments will be reflected in the balancing item.

(1) See detailed note on page 55.
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A number o f adjustments are made, however, in 
respect o f valuation and coverage, to convert the Trade 
Accounts figures to a balance o f payments basis. The 
following are the more important o f these adjustments.

Valuation adjustments
Freight and insurance

Imports in the Trade Accounts are valued c.i.f., that is 
inclusive o f the costs o f insurance and freight from the 
country o f consignment. In the balance o f payments 
these costs are deducted since freight and insurance 
payments to foreign shipping, airline and insurance 
companies are included in the appropriate invisibles 
account item and those to United Kingdom concerns 
are regarded as domestic transactions. (But see note on 
page 61 about treatment o f cargo insurance in the 
invisibles account.)

The freight element o f the c.i.f. value of dry cargo 
imports is estimated from the actual freight rates applic
able to a large sample o f individual commodities 
imported from various sources. The system of estimating 
freight on imports of oil is so far as possible comple
mentary to the method adopted by oil companies in 
building up the c.i.f. value o f oil imports declared to 
H.M. Customs and Excise. The estimates of freight are 
based largely on the Average Freight Rate Assessment 
(A.F.R.A.) o f the London Tanker Brokers’ Panel. 
Estimates o f payments for air freight and for insurance 
are based on a sample examination of customs entry 
forms and supporting invoices, augmented, in the case of 
insurance, by data supplied by the British Insurance 
Association and Lloyd’s.

Port charges
Certain charges associated with the unloading of 

imports at United Kingdom ports are included in the 
Trade Accounts valuation. These charges are excluded 
from the balance o f payments figures since the payments 
are made by United Kingdom importers to United 
Kingdom residents. The deductions made are based on a 
sample examination o f customs entry forms.

Customs uplift
The value o f imports recorded in the Trade Accounts 

is based on the price they would fetch on sale in the 
open market. In certain cases where the transaction 
is not an open market one, e.g. some transactions 
between related companies, the Trade Accounts value 
may exceed that paid or payable to the supplier abroad. 
As it is the latter value which is appropriate to the 
balance o f payments accounts an adjustment is made 
to the Trade Accounts figures. Estimates o f the amounts 
to be deducted are derived from a sample examination 
of customs entry forms. Preliminary results from a 
sample examination o f 1967 forms indicate that customs 
uplift is somewhat higher than previously estimated.

Imports on consignment
Certain classes of goods are imported on a consignment 

basis in which case the market value o f the goods is 
not known until they are actually sold. Until the final
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value is known, a provisional value, which is often 
above the market value, is entered in the Trade Accounts. 
Where the goods are subject to an ad valorem duty, the 
actual market value is eventually declared to H.M. 
Customs and Excise, thus allowing for a subsequent 
correction to appear in the trade figures. However, 
some of the goods imported on a consignment basis, 
especially fruit and vegetables, are either duty-free or 
are subject to specific duties. In many such instances 
it appears, from a sample comparison of the value as 
originally declared on the customs entry and the actual 
payments as shown by Exchange Control records, 
that there is a tendency for the original higher value 
to remain in the Trade Accounts. A deduction is made 
from the imports figures to allow for this overstatement.

Sugar
An adjustment is included in the balance of payments 

figures for 1964 and earlier years to take account of the 
difference between the market value of imported sugar 
recorded in the Trade Accounts and the amount actually 
paid by the Sugar Board under the Commonwealth 
Sugar Agreement. From the beginning of 1965 the 
values recorded in the Trade Accounts have included the 
amounts paid under the Agreement.

Coverage adjustments
Second-hand ships and aircraft

These are excluded from the Trade Accounts bu  ̂
need to be included in the balance of payments figures. 
The value of trade in second-hand aircraft is obtained 
mainly from customs records. Details about both 
purchases and sales of second-hand ships are derived 
from a number of sources including information provided 
by the General Register and Record Office of Shipping 
and Seamen, government departments and various 
trade publications.

New ships delivered abroad
Certain ships built abroad for United Kingdom 

owners are delivered in the first place to overseas ports. 
These purchases are not always recorded in the Trade 
Accounts but they are appropriate to balance of payments 
figures of imports. The details are obtained from the 
same sources as for second-hand ships.

Atomic energy materials
Imports and exports of certain atomic energy materials, 

including uranium ore, are omitted from the Trade 
Accounts figures. Details are supplied by the United 
Kingdom Atomic Energy Authority and included in the 
balance of payments figures.

Exports by letter post
The Trade Accounts do not include exports from the 

United Kingdom by letter post. Information about 
the most important element of this trade, the export of 
books, is obtained from the Publishers’ Association. 
Other details are derived from a sample inquiry made by 
the General Post Office.

r
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Tin bujfer stock
Imports of tin into the United Kingdom for the 

International Tin Council (regarded as an international 
organisation) are included in the Trade Accounts. In 
the balance of payments accounts, therefore, imports 
of tin for the buffer stock of the I.T.C. are recorded as 
having been simultaneously re-exported to the Council. 
Similarly, when tin is sold in the United Kingdom from 
the buffer stock, either for retention in the United 
Kingdom or for export, a corresponding entry for imports 
is entered in the balance of payments figures.

N.A.A.F.I.
Goods exported by the Navy, Army and Air Force 

Institute for the use of United Kingdom Forces abroad 
are included in the Trade Accounts but, since they are for 
sale to United Kingdom residents, they are deducted 
from the Trade Accounts for balance o f payments 
purposes. The figures are obtained through returns 
received from the Institute.

Returned goods and goods for processing and repair
The Trade Accounts include certain goods which are 

imported and exported without payment. These are 
of two types, returned goods and goods for processing 
and repair. Returned goods include, for example, 
items such as contractors’ plant temporarily exported 
without changing ownership. The value of these goods 
is known to H.M. Customs and Excise since duty is 
normally involved and exemption from this duty can be 
claimed. The same value is deducted from both imports 
and exports in the balance of payments accounts at the 
time of import. This probably results in some error in 
timing of exports, however, and in this event the error 
would be reflected in the balancing item. In the case of 
goods imported for processing and repair, this treatment 
means that the value added as a result of the processing 
or repair remains in the export figures. Theoretically these 
processing fees more appropriately belong to the invisibles 
account but, as their precise value is not known, this 
transfer is not made; the current balance is not, however, 
affected.

Aircraft bonded spares
The Trade Accounts until the end of 1967 include, 

though do not separately identify, aircraft spare parts 
imported by overseas airlines for repairing their aircraft 
in the United Kingdom and also those parts subsequently 
taken out of bond and re-exported. On the basis of 
figures available for the year 1967, estimates have been 
made for earlier years. As there is no change in owner
ship of these spare parts, the value of both imports 
and re-exports is deducted for balance of payments 
purposes.

U.S. military aircraft and missiles
In 1964 purchase began of a quantity of military 

aircraft and missiles, together with certain spare parts, 
from the United States under credit arrangements with 
the Export-Import Bank of the United States. Payments 
to the United States manufacturers are made largely in 
advance of delivery, during the course of production.
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The bulk o f these production payments and the final 
payments on delivery are financed through credit 
provided to the United Kingdom government by the 
Export-Import Bank o f the United States, each drawing 
o f credit being repayable by instalments over seven 
years. The cost to the current and long-term capital 
account o f the balance o f payments occurs as interest 
payments and capital repayments are made to the 
Export-Import Bank.

In the Trade Accounts, the aircraft and missiles are 
recorded as imports when they arrive in the United 
Kingdom. The import figures issued by the Board of 
Trade with the provisional monthly trade figures are 
shown both including and excluding the value o f the 
aircraft and missiles.

The figures o f the visible trade balance are calculated 
after deducting from the import figure the value of 
arrivals o f the aircraft and missiles. The figures 
calculated in this way are intended to show the trend 
in the visible trade balance, apart from the influence o f  
these special government purchases on long-term credit.

In the full balance o f payments accounts the purchases 
are recorded as imports in the period when payments 
to the United States manufacturers are made and not 
when the finished products arrive in the United Kingdom. 
In so far as the payments are financed through drawings 
from the Export-Import Bank credit, the counterpart 
o f the payments appears in inter-government loans in 
the long-term capital account. The visible balance 
comprises the visible trade balance (see above) adjusted 
for the payments to the United States manufacturers.

This treatment is a departure from the usual practice 
of recording imports when they arrive in this country 
but is consistent with the treatment o f corresponding 
purchases from United Kingdom manufacturers; central 
government current expenditure on defence equipment 
includes progress payments made in advance of the 
delivery o f the equipment.

Certain components, including engines, are being 
purchased by the United Kingdom government from 
British manufacturers and supplied to the United 
States for incorporation in the aircraft. These are 
included as exports in the Trade Accounts, but excluded 
from the balance o f payments figures o f exports since 
they do not leave United Kingdom ownership and no 
payment is received from overseas. Certain other 
components, however, are purchased directly by the 
United States manufacturers from United Kingdom 
suppliers and are included in the price charged for the 
aircraft. The value of these components is left in the 
figures o f exports in the balance o f payments, and is 
also included, although not necessarily in the same 
period, in imports since it forms part of the payment 
for the complete aircraft.

Details o f the necessary adjustments to the Trade 
Accounts figures are derived from H.M. Customs and 
Excise and other official records.

A more detailed explanation o f the treatment o f these 
transactions in all headings o f the balance o f payments 
accounts was given in the June 1967 issue o f Economic 
Trends (pages xii and xiii). The following table sum
marises the various entries made.

Purchases of U.S. military aircraft and missiles 

Entries in balance o f payments accounts
£ million

Current account 
Visible account(2)

debits—payments to U.S. manufacturers 

Invisibles
Interest, profits and dividends..................

Long-term capital account
Inter-government loans to the U.K ..............
Inter-government loans repaid by the U.K.

Total(2).................................................

1964 1965 1966 1967

- 2

1 ' • 

- 1 2 -4 1 - 9 8

__ 11 __ -  5

+  51 +  88 
- 1 2

- 2 - 1 2 +  10 - 2 7

Total(i)
to

December
3lst
1967

-1 5 4

-  5

- 3 2

(}) Rounded independently.
(2) Excluding British components exported for sale to U.S. manufacturers
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The net cost to the balance of payments of the purchase 
of aircraft etc., up to the end of December 1967, was £20 
milhon—£17 million interest and capital repayments on 
the Export-Import Bank credit and £3 million payments 
to the U.S. manufacturers in 1964 and the first half of 
1965 before the inception of the credit agreement.

INVISIBLES
G overnm ent

This item includes all transactions in services between 
the United Kingdom government (including its employees 
stationed abroad) and overseas residents, which are 
not appropriate to other items in the accounts, or which 
cannot be allocated to these items for statistical reasons. 
Transactions in services between United Kingdom 
private residents and overseas governments are not 
included in this item. The item also includes the value 
of most transactions in goods by government installations 
abroad. Grants to overseas countries, subscriptions 
and contributions to international organisations and 
other transfer payments by the United Kingdom govern
ment to overseas residents, and similar receipts from 
overseas by the United Kingdom government are also 
included here.

The figures for government overseas expenditure and 
receipts are derived from returns provided by govern
ment departments having transactions with overseas 
residents.

Services: debits 
Military expenditure

Expenditure overseas is recorded partly on a net basis, 
that is after deducting receipts arising locally; in particular 
in the years from 1955/56 to 1960/61 when contributions 
in cash were received from the Federal German 
Republic towards meeting the costs of the United 
Kingdom Forces stationed in Germany, these receipts 
were deducted from expenditure. Military expenditure 
overseas includes wage and salary payments to locally 
engaged staff of United Kingdom military bases abroad, 
contributions towards common defence projects, the 
personal expenditure abroad of United Kingdom Forces, 
and local purchases of food, equipment, fuel and services.

Administrative, diplomatic, etc. expenditure
The operating costs of United Kingdom embassies, 

High Commission offices and consulates, wages and 
salaries of locally engaged staff, and the personal 
expenditure of United Kingdom diplomatic and other 
non-military personnel stationed overseas, account for 
most of the expenditure shown under this head.

Transfers: debits 
Economic grants

These comprise cash grants made to the developing 
countries to assist in their economic development and 
the value of goods and services provided to these 
countries without charge by the United Kingdom 
government.

Military grants
These consist of cash grants for military purposes and 

goods and services of a military nature provided to 
overseas countries by the United Kingdom government 
without charge.

Subscriptions and contributions to international organisa
tions

This item includes United Kingdom subscriptions 
to the United Nations and other international bodies 
to meet the administrative expenses of these organisa
tions, similar payments to international military agencies 
(S.E.A.T.O., C.E.N.T.O., etc.) and United Kingdom 
contributions to international organisations for multi
lateral economic assistance to the developing countries 
and other international projects. Subscriptions to I.F.C., 
I.D.A., the European Fund and the Aslan Development 
Bank are not included under this heading but in the long
term capital account. Subscriptions to the I.M.F. are 
taken into account in monetary movements.

Other transfers
These are mainly national insurance and war pensions 

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

Services: credits 
Military receipts

These include receipts by the United Kingdom govern
ment from the United States and Canadian Forces 
stationed in the United Kingdom for supplies and ser
vices, receipts from the United States government in 
respect of goods supplied to the United Kingdom 
Forces (offshore sales) and contributions from overseas 
governments towards common defence projects. The 
value of goods held abroad and transferred to overseas 
countries by the United Kingdom Forces is also 
included, together with the value of services provided in 
the United Kingdom to overseas residents by the service 
departments, for example military training schemes. 
Where no charge is made these entries are offset under. 
‘military grants’.

Other receipts
These include the value of services which the govern

ment provides in the United Kingdom to overseas 
residents under its economic aid programmes to overseas 
countries (which are offset under ‘economic grants’) and 
various miscellaneous receipts by the United Kingdom 
government from overseas countries.

Transfers: credits 
Defence aid

Assistance provided, until 1958, mainly by the United 
States government for the purchase of raw materials, 
machinery and equipment.
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PRIVATE SERVICES

T r a n s p o r t : S h ip p in g

The shipping estimates cover both dry cargo and 
tanker transactions. Debits comprise the disburse
ments abroad of United Kingdom shipping companies 
(including bunkers taken up abroad); payments to 
overseas residents for time-chartering; freight payments 
to foreign shipping companies for carrying United 
Kingdom imports; and payments by United Kingdom 
residents to overseas shipping companies for passenger 
fares. Credits include the earnings o f the United 
Kingdom shipping industry from the carriage o f United 
Kingdom exports and from freight on cross-trades; 
receipts from time-chartering ships to overseas residents; 
and passenger revenue. Also included are the disburse
ments o f foreign ships in United Kingdom ports.

Ships on short-term charter are regarded as operated 
by the owner and not as an extension to the fleet by which 
they are chartered (as are time-chartered ships). There
fore payments and receipts for short-term charters are 
regarded as payments for, or earnings of, freight.

United Kingdom shipping
Statistics relating to the United Kingdom shipping 

industry are provided by the Chamber o f Shipping o f  
the United Kingdom which conducts a full inquiry, 
generally every four years, and large scale sample 
inquiries in the intervening years, into its participation 
in overseas trade.

The sample results have been grossed up by reference 
to the full censuses on the assumption that the experience 
of the companies included in the sample is typical o f the 
shipping industry as a whole, with appropriate adjust
ments for any changes in the size o f fleet. Since the war 
full inquiries have been made in 1947, 1952, 1958, 1962
and 1966, and sample inquiries in the intervening years 
since 1959.

Debits

Disbursements abroad include payments by United 
Kingdom residents for bunkers, canal dues, mainten
ance o f shore establishments, port charges, agency fees, 
handling charges, crews’ expenditure, pilotage and 
towage, repair work, ships’ stores, light dues and other 
miscellaneous port expenditure abroad.

Credits
Credits do not include freight earned by the United 

Kingdom shipping industry from carrying United King
dom imports since this is treated as a domestic transaction 
between United Kingdom residents.

The treatment o f oil companies’ earnings from freight 
on cross-trades in the period o f abnormally high freight 
rates following the closure o f the Suez Canal in June 
1967 was discussed in a technical note in Economic 
Trends, December 1967(i). In the Chamber o f Shipping’s

( )̂ Offprints of this note are available on request from the 
Cenual Statistical Office.
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inquiries, the earnings from freight o f the fleet of United 
Kingdom owned and time-chartered tankers are usually 
valued at A.F.R.A. rates (Average Freight Rate Assess
ment compiled by a panel of London brokers), but a 
different and lower valuation has been applied to the 1967 
earnings in the official estimates. Under normal conditions 
the A.F.R.A. rate is thought to be appropriate to the 
earnings o f tankers owned by the oil companies, or on 
long-term charter to them. During the period following 
the closure o f the Suez Canal, however, the A.F.R.A. 
rates rose sharply because, in compiling the rate, the 
panel o f brokers take into account the rates prevailing for 
short-term charters as well as those for new and unexpired 
long-term charters. The valuation adopted as applicable 
to the earnings in 1967 o f United Kingdom owned and 
time-chartered tankers is one thought to be more 
appropriate than the A.F.R.A. rate. The same valuation 
is, as usual, adopted in preparing the estimate of the 
overseas earnings o f United Kingdom oil companies 
included in ‘interest, profits and dividends’, and invisible 
earnings in total are consequently not affected by the 
valuation adopted. The method of estimation follows the 
principles set out in the technical note referred to above, 
but has been revised in the light o f later information.

In measuring passenger revenue. United Kingdom 
shipowners are not able to distinguish between fares 
received from United Kingdom residents and those 
from overseas residents. In the years until 1961, and 
in 1967, passenger revenue comprises receipts from 
passenger fares collected abroad whether for cross
voyages or voyages to or from the United Kingdom, 
It is assumed that the bulk o f fares collected abroad are 
from overseas residents and that the small amount of 
passenger revenue collected abroad from United 
Kingdom residents is counter-balanced by that collected 
in the United Kingdom from overseas residents. In 
the intervening years passenger revenue comprises the 
fares received from all passengers embarking abroad, 
and it is assumed that the fares o f United Kingdom 
residents embarking abroad are approximately equalled 
by those o f foreign residents embarking in the United 
Kingdom. In all years a small amount is added to 
allow for receipts from the Australian government for 
emigrants’ assisted passages.

Overseas shipping
Debits

Estimates o f freight on imports, other than oil, paid 
to overseas residents are obtained by deducting the 
Chamber of Shipping’s estimates o f the amount earned 
by United Kingdom ships for carrying United Kingdom 
imports from the estimates o f total freight on imports 
by sea described on page 54. Estimates of freight on 
oil imports paid to overseas residents are based on 
information made available to the Chamber of Shipping 
by the oil companies. An estimate o f passenger fares 
paid to overseas shipowners, almost all o f whom are 
resident in the non-sterling area, is provided by the 
Bank of England from an analysis of Exchange Control 
records.
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Credits
These consist of disbursements in the United Kingdom 

by foreign flag vessels for bunkers, port charges, handling 
charges, agency fees, crews’ expenditure, pilotage and 
towage, repair work, light dues and ships’ stores.

Estimates of port charges, handling costs, agency fees, 
crews’ expenditure and the value of ships’ stores are 
based on the results of sample inquiries. Pilotage and 
towage costs, light dues and expenditure on repairs are 
assessed from regular returns made to the Board of 
Trade, The value of oil bunkers lifted in the United 
Kingdom by foreign flag vessels is estimated from 
figures of the quantity of oil fuel taken on board.

Passenger revenue— ‘visitors’ and ‘other’ passengers
Passenger revenue is allocated between ‘visitors to and 

from the United Kingdom’ and ‘other’ passengers by 
reference to preliminary results now emerging from the 
International Passenger Survey and, for United Kingdom 
shipping earnings, the inquiry conducted by the Chamber 
of Shipping of the United Kingdom. ‘Visitors’ are 
predominantly passengers whose purpose of travel is 
holiday, business and visiting friends. ‘Other’ passengers 
include those on voyages between foreign ports, and 
migrants. See note on ‘travel’ below.

T r a n s p o r t : C ivil  A viatio n

Debits include expenditure abroad by B.O.A.C., 
B.E.A. and the British independent airlines on airport 
charges, crews’ expenses, charter payments, etc. Also 
included are passenger fares paid to overseas airlines by 
United Kingdom residents and freight on United King
dom imports carried by overseas airlines.

Credits comprise receipts by the British airlines from 
overseas residents for passenger fares, for the carriage 
of United Kingdom exports, freight on cross-trades, 
mail and charter hire, together with disbursements in 
the United Kingdom by overseas airlines.

United Kingdom airlines
The transactions of B.O.A.C. and B.E.A. are derived

from quarterly returns supplied by the two corporations.
Estimates of the transactions of the British independent
airlines are derived from annual returns supplied by
these airlines to the Board of Trade, supplemented by
quarterly information on traffic handled and the capacity 
provided.

Debits
Disbursements abroad include airport landing fees,

other airport charges, handling charges, purchases of
fuel and stores, charter payments, crews’ expenses,
operating c«sts of overseas offices, commissions to agents,
advertising, settlements of sums due to overseas airlines
under pooling arrangements and other miscellaneous 
expenditure abroad.
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Credits
Credits do not include freight earned by United 

Kingdom airlines from carrying United Kingdom 
imports since this is treated as a domestic transaction 
between United Kingdom residents.

Passenger revenue relates to all tickets sold outside the 
United Kingdom and used on British aircraft, together 
with receipts from carrying passengers’ excess baggage 
and vehicles on the ferry services. Also included is 
passenger revenue received from overseas residents 
travelling on charter flights. Since it is not practicable 
to distinguish between fares for scheduled flights received 
abroad from United Kingdom residents and overseas 
residents it is in general assumed that the bulk of tickets 
sold abroad are to overseas residents and that the small 
amount of ticket sales to United Kingdom residents 
abroad is counter-balanced by sales in the United 
Kingdom to overseas residents.

Other revenue comprises receipts from carrying over
seas air mails, receipts from the leasing o f aircraft, 
and settlements of sums due from overseas airlines under 
pooling arrangements.

Overseas airlines
Debits

Passenger revenue is estimated by applying average 
fares appropriate to the various routes to estimates of the 
numbers of United Kingdom residents travelling on 
overseas airlines. The information is derived from the 
International Passenger Survey conducted by the Social 
Survey for the Board of Trade (see note on ‘travel’ 
below). An estimated amount is added for expenditure of 
United Kingdom residents on flights between the United 
Kingdom and the Irish Republic, which are not covered 
by the Survey, and on travel between overseas countries.

Estimates of freight on imports carried by overseas 
airlines are obtained by deducting the amount earned by 
United Kingdom airlines for carrying United Kingdom 
imports from the estimate of total freight on imports by 
air. Other debits comprise payments to overseas 
airlines for carrying United Kingdom air mails as reported 
by the General Post Office.

Credits
These include expenditure in the United Kingdom by 

overseas airlines on landing fees, other airport charges, 
handling charges, purchases of fuel and stores, crews’ 
expenses, office rentals and expenses, salaries and wages 
of staff at United Kingdom offices, commissions to 
agents and advertising. The estimates are based on 
information supplied to the Board of Trade by the 
major overseas airlines operating in the United Kingdom, 
and on returns from the British Airports Authority 
and municipal airports on the receipts from overseas 
airlines for airport landing fees and other airport 
charges. Estimates of oil bunkers lifted are based on 
total deliveries of aviation fuel.

1



Passenger revenue— ‘visitors’ and ‘other’ passengers
The allocation o f United Kingdom and overseas 

airlines’ passenger revenue between ‘visitors’ and ‘other’ 
passengers is derived from the International Passenger 
Survey (see note on ‘travel’ below). ‘Visitors to and from 
the United Kingdom’ cover those passengers whose 
principal purpose of visit is holiday, business, studies, 
visiting friends and ‘transit’(passengers who pass through 
immigration but spend no nights in the country visited); 
also included are passengers who have more than one 
principal purpose for travelling, classified as ‘other’ in the 
surveys. ‘Other’ passengers are those whose journey is 
between foreign countries or whose journey to (and from) 
the United Kingdom is for employment, military, airline 
and merchant navy personnel positioning, and migration

T r a v e l

This covers personal expenditure by United Kingdom 
residents in overseas countries and by overseas residents 
in the United Kingdom. The cost o f sea or air travel 
booked in advance on the international routes is not 
included; payments to shipping and airline companies 
affecting the balance o f payments are included in 
‘transport’. But payments for shipping and air transport 
not made in advance, and all payments for road and rail 
transport by United Kingdom residents travelling within 
or between overseas countries and by overseas visitors 
within the United Kingdom are included under ‘travel’.

The travel estimates for 1962 and later periods are 
based primarily on sample surveys o f air and sea pas
sengers, conducted by the Social Survey for the Board o f  
Trade, which provide information on the numbers and 
expenditure o f overseas visitors to the United Kingdom 
and United Kingdom residents travelling abroad. A 
detailed description o f the surveys appeared in the 
Board o f Trade Journal for 23 August 1963. Subsequent 
developments are described in articles included in the 
Board o f Trade Journal in the summer o f each year.

The survey distinguishes five different principal 
purposes o f visit—holiday, business, study, visits to 
friends or relatives, and other visits—but to avoid 
recording groups too small to have statistical significance 
visits for study and visits to friends or relatives have 
been grouped with other visits in the category ‘other’. 
Visits having more than one principal purpose neither 
of which could be classified as either mainly holiday or 
mainly business have also been classified as ‘other’.

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.

Before the introduction o f the sample surveys, esti
mates of travel were derived as a product of numbers of 
passengers and rough estimates o f average expenditure 
per head supported by information made available by 
‘partner-countries’. For some areas the estimates 
based on the sample surveys showed considerable
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differences from those based on previous methods and, 
in order to preserve a reasonably consistent series of 
estimates, some o f the travel figures previously published 
were revised in the light o f the sample surveys.

O t h e r  S ervices

This item includes all transactions in services between 
United Kingdom private residents and overseas resi
dents—both government and private—which are not 
appropriate to other items in the account or which 
cannot be allocated to these items for statistical reasons.

Table 14 contains details of some of the major com
ponents o f debits and credits. Some estimates are obtained 
from the Board o f Trade’s inquiries on royalties, on 
services rendered between related companies and on 
films. Other estimates on the debit side are derived from 
Exchange Control records of payments to non-sterling 
areas and from ‘partner-country’ information. For other 
credits, a variety o f sources is used, including returns 
from government departments and other organisations. 
The estimates for years not covered in the regular 
inquiries are based on the movement of related indicators. 
While for some items accurate estimates can be made, 
for miscellaneous transactions and certain other com
ponents which present particularly difficult problems of 
measurement, the estimates are approximate and may be 
revised as new sources o f information become available. 
For example, the British National Export Council’s 
Committee on Invisible Exports instituted a number of 
direct inquiries o f City and other commercial organisa
tions and, where possible, these are being developed as 
continuing sources of information.

Financial and allied services (n.e.i.)
Items recorded in ‘Other services’ are the net earnings 

of financial and allied institutions for services, including 
brokerage, merchanting, arbitrage, banking charges 
and commissions, underwriting o f capital issues, risk 
underwriting, and other insurance. The sub-heading 
‘financial and allied services’ brings together earnings of 
financial and allied institutions other than for services 
provided by United Kingdom head offices to overseas 
branches and subsidiaries, which are included in the sub
heading ‘Services rendered by United Kingdom enter
prises’ below. Other overseas receipts o f financial 
institutions, for example profits o f overseas branches, 
subsidiaries and associates and receipts o f interest or 
dividends, are appropriate to ‘Interest, profits and 
dividends’, and are recorded there. Tables bringing 
together from the various balance o f payments class
ifications the entries for financial and allied institutions 
are given in Annex 5.

Insurance
Net overseas earnings o f United Kingdom insurers 

for risk underwriting and other insurance (excluding 
profits o f overseas branches, subsidiaries and associates 
of U.K. insurance companies and income received by 
U.K. head offices on portfolios o f overseas securities— 
see note above).
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The figures of insurance earnings include the whole 
of the net earnings of United Kingdom insurers from 
underwriting risks on international cargoes. An offset
ting entry is included in the debit side of ‘other services’ 
representing all premiums for cargo insurance on United 
Kingdom imports (whether paid to United Kingdom or 
overseas insurers). This is the simplified treatment of 
cargo insurance recommended by the International 
Monetary Fund {Balance o f Payments Manual  ̂ Third 
Edition  ̂ 1961, paragraphs 225 and 226). The offsetting 
entries include certain transactions between residents, 
and also align the figures of visible trade and monetary 
movements when cargoes fail to reach their destination 
or are damaged in transit.

Estimates are based on returns made to the Board of 
Trade by the Corporation of Lloyd’s, the British Insur
ance Association and insurance brokers. See notes in 
Annex 5 on the timing basis of the figures for Lloyd’s.

Banking
Net earnings of United Kingdom banks for services, 

including banking charges and commissions, arbitrage, 
underwriting commission and net earnings on claims 
and liabilities in non-sterling currencies (but excluding 
earnings on services rendered by United Kingdom 
banks to related enterprises overseas, and receipts 
of interest or discounts earned on lending sterling 
abroad, and profits of the overseas branches, subsidiaries 
and associates of the U.K. banks—see note above).

Estimates are based mainly on information available 
to the Bank of England.

Merchanting
Only profit on third-country trade is appropriate to 

this entry. Merchanting profit on re-exports, amounting 
to £5 million-£10 million a year, is included in the 
valuation of re-exports under ‘visible trade*.

Estimates, based partly on Exchange Control informa
tion, are made by the Bank of England.

Brokerage, etc.
Baltic Exchange; net earnings from commissions, 

brokerage, agency fees, etc. in respect of chartering and 
sales and purchases of ships and aircraft, and miscel
laneous associated activities. Earnings on the 
Exchange’s commodities section are excluded.

Estimates are based on information available to the 
Bank of England.

otocK exchange: net eamings from, fees, commis- 
sions, arbitrage, underwriting of capital issues. Returns 
of overseas earnings are made to the Stock Exchange 
council by broker members.

Other: miscellaneous earnings for financial and allied 
services, such as Lloyd’s Register of Shipping, manage
ment of investment portfolios for overseas clients 
and earnings of financial institutions not specified above.
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Commissions, etc. on exports and imports
These are agents’ commissions from suppliers and the 

value of after-sales service provided by traders with sole 
concessions in certain products. Commissions on 
exports to non-sterling areas are obtained from 
Exchange Control records and those to the overseas 
sterling area are assumed to be in the same proportion to 
the value of exports. The estimates of commissions on 
imports are made by applying appropriate percentages to 
the c.i.f. values of imports in the various commodity 
classes; these percentages are based on a sample of 
Customs records and on information from traders. It 
is thought that the coverage o f commissions on exports 
is less complete, and less fully consistent with the valua
tion of goods under ‘visible trade’, than that of com
missions on imports.

Telecommunications and postal services
Comprises overseas expenditure and receipts arising 

from international telephone, telegraph and telex 
services, submarine cable work and surface mail. 
Figures are based on returns by the General Post Office 
and on Exchange Control records of payments by private 
cable companies.

Films and television
The figures are derived from the Board of Trade 

annual inquiries into overseas transactions in respect of 
production costs, royalties, rentals and purchases of 
cinematograph films and television material. A des
cription of the latest inquiry (1966), was given in an 
article in the Board o f Trade Journal for 3 May 1968. 
A deduction is made to eliminate the overlap between 
this inquiry and the purchases and sales of exposed 
cinematograph films recorded in the Trade Accounts 
and included in imports and exports of goods.

Non-monetary gold (debits)
Comprise sales of gold in the United Kingdom for 

industrial use.

Royalties, etc.
Comprise amounts payable or receivable by United 

Kingdom residents in respect of the right to use processes 
and other information (for example royalties, licences 
to use patents, trade marks, designs, copyrights, etc., or 
for manufacturing rights and use of technical ‘know
how’) or in respect of mineral royalties.

Royalties on printed matter, sound recordings and 
performing rights are included, but film royalties are 
included under films. The figures include royalties 
between related companies, that is, between parent 
companies and their branches, subsidiaries and associ
ates. Royalties paid locally by the overseas subsidiaries 
of United Kingdom parent companies (for example, on 
the production of oil) are not, however, included here; 
like other production costs, they are accounted for in 
arriving at the net profit of these subsidiaries included 
in ‘interest, profits and dividends’.
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A description of the Board of Trade annual inquiry on 
royalties is published regularly in an article in the Board 
o f Trade Journal,

Services rendered to, and by, United Kingdom enterprises
These comprise all net charges for services rendered 

(excluding royalties) between related companies, includ
ing management expenses, commissions, branches* 
contributions to head office expenses and subsidiaries’ 
and associates’ contributions to directors’ fees. The 
estimates are obtained from returns collected by the 
Board of Trade, which record the net amount debited 
or credited between parent companies and individual 
branches, subsidiaries and associates but exclude oil 
companies—see note under ‘other investment income’ 
below.

Agency expenses, advertising and other commercial 
services

These represent miscellaneous commercial transactions 
between non-related companies (that is, other than with 
branches, subsidiaries and associates). In the main they 
reflect sales promotion costs other than agents’ commis
sions. Statistical reviews of press and television 
advertising provide a source for measuring advertising 
expenditure and other sales promotion costs which is 
supplemented by information made available by various 
bodies including the Institute of Practitioners in Adver
tising, the International Wool Secretariat, the Incorpor
ated Society of British Advertisers, and by information 
derived from Exchange Control records. The estimates 
of credits are no more than rough.

Expenditure by overseas students and journalists
The figures are obtained by applying estimates of 

average expenditure to the number of overseas students 
and journalists 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 United Kingdom nationals 
living permanently overseas whose children are being 
maintained and educated in the United Kingdom.

Construction work overseas
This covers the fees of consulting engineers, architects 

and quantity surveyors engaged on projects overseas, 
and the net earnings of United Kingdom building and 
civil engineering contractors (after deducting their local 
expenses) on projects managed direct from the United 
Kingdom, This is estimated from the values of contracts 
on hand and returns provided by the construction 
industry.

Overseas governments’ and non-territorial organisations’ 
expenditure

Comprises the cost of operating and maintaining 
Commonwealth High Commission offices, foreign em
bassies and consulates in the United Kingdom (including 
the personal expenditure of diplomatic staff) and similar
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expenditure by the United Kingdom offices of non-
territorial organisations. The estimates are based on
the number of diplomats stationed in the United Kingdom
in conjunction with an assumed average expenditure,
and on information provided by the non-territorial 
organisations.

Non-governmental receipts from foreign military Forces
Comprise the personal expenditure of these Forces 

and the purchase of goods and services by military 
establishments located in the United Kingdom from the 
private sector. The figures are derived from information 
provided by the appropriate military authorities.

Other debits
Include insurance premiums on imports (see note on 

financial and allied services: insurance, above) and 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 journalists 
and students; and the net earnings of overseas con
tractors from work done in the United Kingdom. ■ Also 
included are the net amounts remitted back to their 
home countries by temporary workers in the United 
Kingdom, such as entertainers and domestic workers; 
professional consultants’ fees; pensions; subscriptions to 
professional associations overseas; and other miscellane
ous payments.

Other credits
Include the remitted earnings of United Kingdom 

residents working temporarily overseas (such as enter
tainers’ earnings); professional consultants’ fees not 
included elsewhere; pensions; subscriptions to United 
Kingdom professional associations; a contra-entry for 
grants given by the United Kingdom government which 
are spent on services (other than education) in the 
United Kingdom; and other miscellaneous receipts.

I n terest , P rofits a n d  D iv idend s

This item includes interest, profits and dividends 
accruing to or payable by United Kingdom residents 
after deduction of local taxes and after allowing for 
depreciation. Its components are grouped into direct, 
portfolio and other investment income. In Table 15 
a division is also given between official and private.

Direct investment income
Income on direct investment includes branch earnings, 

interest payments in respect of loans granted and the 
remitted dividends from subsidiaries, together with the 
parent companies’ share of the unremitted profits which 
is retained for re-investment. This last item is entered 
additionally in ‘private investment’ as a contra item.

Since 1958, the entries of both credits and debits in 
respect of direct investment have been obtained from 
the Board of Trade inquiry into overseas direct invest
ment, the results of which are published periodically in
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the Board of Trade Journal. Both quarterly and annual 
returns are obtained. The former are on a sample 
basis but the annual returns are substantially complete. 
Returns are rendered by United Kingdom companies 
which have overseas branches or subsidiaries or are 
associated with overseas companies, and by the United 
Kingdom branches, subsidiaries and associates of over
seas companies having corresponding United Kingdom 
interests. Oil companies and, up to 1962, insurance 
companies are excluded. From 1963 the inquiry includes 
the income of United Kingdom insurance companies 
from the operations of their overseas branches, sub
sidiaries and associates: previously this was included as 
part of the credit entry for general insurance earnings 
in ‘other services’. Prior to 1958 the estimates were 
derived from a variety of sources including Exchange 
Control records. A comparison of the estimates from 
these somces and from the direct investment inquiry for 
1958 showed that the main deficiency in the earlier 
estimates of interest, profits and dividends was the 
omission, both as a debit in ‘interest, profits and dividends 
and as an inflow to the United Kingdom in the capital 
accoimt, of a large part of the profits earned by United 
Kingdom subsidiaries of overseas companies and re
invested in this country. A special inquiry was made to 
identify this element and allowance has been made for it 
in years prior to 1958 in both current account debits and 
in the capital account.

Portfolio investment income
The entries for interest and dividends on portfolio 

investment, both by and to the United Kingdom, relate 
solely to remitted amounts. Estimates of portfolio 
income accruing to the United Kingdom are based 
mainly on Board of Inland Revenue records. Debits are 
estimated in relation to the outstanding level of liabilities, 
from Exchange Control records and from information 
published or made available by overseas sterling area 
countries.

The debit entries for portfolio investment income in 
1963 and later periods include income paid to overseas 
sterling area countries in respect of certain non-monetary 
funds invested in United IGngdom government stocks 
and local authority securities (see note on ‘portfolio 
investment’ on page 64). For years to 1962 payments 
of income of this kind are included as debits under 
‘other investment income’.

Other Investment income
Included under this heading are the earnings of oil 

companies. Broadly speaking, oil credits represent 
the surplus on the current transactions of United 
Kingdom companies resulting from their operations 
overseas, and align the entries for oil companies’ trans
actions recorded in visible trade, shipping and in “other 
private investment’’ with their net cash flow. This surplus 
includes timing discrepancies and earnings which are 
appropriate to other items in the accounts; for example, 
the value of services rendered between parents, overseas 
subsidiaries and associated companies (such as current
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expenditure in the United Kingdom on marketing, 
headquarters’ expenses, research, etc. It cannot therefore 
be regarded as a precise measure of the profits earned 
overseas (see notes on reliability of the estimates given 
on page 72). Oil debits consist of the interest, profits and 
dividends paid abroad by the United Kingdom sub
sidiaries and associates of overseas oil companies and the 
profits retained by these companies for re-investment in 
the United Kingdom. The items are, to a large extent, 
based on information supplied by the oil industry. 
The division of oil credits between the overseas sterling 
area and non-sterling areas is roughly assessed in 
relation to the scale of the activities of United Kingdom 
oil companies in the two areas.

Other transactions under this heading are interest 
payments and receipts on inter-government loans and 
other official investment including interest received on 
the reserves and interest (or dividends), until November 
1967, on the Treasury portfolio of dollar securities; 
charges on drawings from I.M.F.; interest on external 
liabilities and claims in sterling and in overseas sterling 
area currencies; any other interest charged to overseas 
importers on trade credit extended by U.K. residents; 
income from real estate owned abroad (other than 
through the overseas subsidiaries of property companies); 
and income from trust funds invested abroad to the 
benefit of United Kingdom persons or institutions.

The debit entries for 1963 and later periods exclude 
income paid in respect of certain funds held on behalf of 
non-monetary bodies in overseas sterling area countries, 
which has been classified as portfolio investment income 
(see note above).

Interest on trade credit extended by U.K. residents is 
estimated by applying appropriate interest rates to the 
amount of outstanding credit on which interest is esti
mated to be chargeable. Estimates for other items are 
based mainly on returns of the outstanding assets and 
liabilities and on other records of the Bank of England, 
government departments and certain other official bodies.

Official investment income
Official debits shown in Table 15 comprise interest 

paid on inter-govemment loans and on overseas holdings 
of United Kingdom government stock and Treasury 
bills; and charges paid on drawings from the Interna
tional Monetary Fund. Official credits comprise interest 
received on inter-government loans, on the reserves, and 
interest (or dividends) on loans by the Commonwealth 
Development Corporation, and, until November 1967,. 
on the Treasury portfolio of dollar securities.

P rivate T ransfers
This item includes cash gifts and the value of goods 

transferred and services rendered between United 
Kingdom private residents and overseas residents without 
a quid pro quo. The transactions in goods and services are 
recorded under their appropriate item in the current
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account in the first instance and offset here. A similar 
treatment is adopted for cash gifts and other private 
assets transferred between United Kingdom and overseas 
residents, where the prime entry is in the capital account 
or monetary movements. Examples of the types of trans
action giving rise to entries under this heading are gifts 
of goods sent by parcel post, payments by United King
dom residents to their dependants overseas, transfers of 
sums by missionary societies and charitable institutions, 
legacies and transfers of assets by migrants (other than 
their personal and household belongings). As far as pos- 
ible, the total wealth of a migrant is included to cor
respond with the treatment in the long-term capital 
account or in monetary movements, where the assets are 
recorded or re-classified in accordance with the new 
resident status of the migrant, even if the assets are not 
removed to or from the United Kingdom at the time of 
migration.

For United Kingdom transfers to non-sterling areas, 
Exchange Control records are used. Receipts from 
non-sterling areas are partly based on Exchange 
Control information (but this source was lost as the 
result of the changes in Exchange regulations in 1965) 
and partly on information available from other countries’ 
balance of payments statistics of their transfers to the 
United Kingdom. For the overseas sterling area, 
information from the balance of payments statistics of 
the sterling area countries is the main source both for 
debits and credits. Estimates of the value of the ‘gift’ 
element in parcel post trade are provided by the Board 
of Trade on the basis of a sample inquiry.

Inter-G overnment Loans
The entries under this item cover drawings and 

repayments of loans made by the United Kingdom 
government to overseas governments and drawings and 
repayments of loans made to the United Kingdom 
government by overseas governments. As a consequence 
of the winding-up of the European Payments Union 
early in 1959, the outstanding debts were converted into 
bilateral long-term loans. Repayments of these loans 
are included under this item.

For an explanation of transactions involving the 
Export-Import Bank credit for the purchase of U.S. 
military aircraft and missiles see notes on page 55.

The details of inter-government loan drawings and 
repayments are obtained from quarterly returns provided 
by the various United Kingdom government departments.

Tables 25 and 26 respectively give details of the 
amounts outstanding for repayments on inter-govern
ment loans made by and to the United Kingdom 
government.

Other U nited K ingdom Official Long
term Capital (net)

Included in this item are the United Kingdom’s capital 
subscriptions to the International Finance Corporation, 
the International Development Association, the Euro
pean Fund and the Asian Development Bank.
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This item also includes net changes in other overseas 
assets held by the United Kingdom government or 
such organisations as the Commonwealth Development 
Corporation and the United Kingdom Atomic Energy 
Authority. The purchase by the United Kingdom 
government of United Nations bonds in 1962 and 
subsequent redemptions are also included in this item, as 
is the repayment to the International Bank for Kecon- 
struction and Development of the loan to Rhodesia, 
guaranteed by the United Kingdom government.

The information is obtained from official records.

Private Investment

A sub-division of this item is made between direct, 
portfolio and other investment, the last category includ
ing oil investment.

Direct investment

Direct investment comprises investment by United 
Kingdom companies in their overseas branches, sub
sidiaries or associated companies and investment by 
overseas companies in branches, subsidiaries or associated 
companies in the United Kingdom. Oil and insurance 
companies are excluded except that from 1963 investment 
by United Kingdom insurance companies in their 
overseas branches and subsidiaries is included. The 
estimates of direct investment, both overseas by United 
Kingdom companies and in the United Kingdom 
by overseas companies, include the parent’s share of the 
unremitted profits of the subsidiary or associated 
company, the net acquisition of share and loan capital, 
changes in branch/head office indebtedness and changes 
in inter-company accounts.

Since 1958, estimates of direct investment have been 
derived from the Board of Trade inquiry. Estimates 
for earlier years were derived from Exchange Control 
and various other sources; and allowance has been made 
for the element of re-invested profits as described in the 
notes under ‘interest, profits and dividends’

Portfolio investment
Overseas portfolio investment by United Kingdom 

residents includes United Kingdom participation in new 
issues of sterling loan stock raised by overseas public 
authorities on the London Market, less redemptions of 
existing similar stock owned by United Kingdom resi
dents. Other overseas portfolio investment by United 
Kingdom residents consists largely of net purchases or 
sales by United Kingdom residents of overseas govern
ment and municipal loans (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.

The estimates are based upon the Bank of England’s 
survey of overseas investment, which includes transac
tions in securities dealt in on the London Stock Exchange 
and in non-sterling securities quoted abroad. The 
survey makes use of information obtained from registrars
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and paying agents in the United Kingdom and from 
Exchange Control sources. Adjustments based on 
balance of payments information compiled in other 
countries (‘partner-country’ information) are made to 
cover overseas sterling area securities falling outside the 
range of the Bank of England’s survey.

For years before 1958, changes in United Kingdom 
residents’ holding of investment dollars are also in
cluded, indistinguishably, in ‘private investment abroad’. 
From 1958, these are included in monetary movements 
as changes in claims in non-sterling currencies.

Inward portfolio investment consists of changes in the 
holdings by overseas residents of United Kingdom 
government and government guaranteed stocks, local 
authority quoted securities and mortgages, and United 
Kingdom company securities (including new issues 
abroad).

For the period 1955-1959, estimates of portfolio 
investments by the overseas sterling area in United King
dom securities are based on ‘partner-country’ sources. 
Net inward investment from the non-sterling area 
during this period is likely to have been negligible. This 
deduction is based on the Exchange Control arrangements 
for repatriation and on the level of the rate for ‘security 
sterling’—the pool of sterling through which most 
transactions by non-sterling area residents in United 
Kingdom securities flowed. When, as in most of this 
period, the ‘security sterling’ rate stood at a discount on 
the official market rate, all purchases and sales of United 
Kingdom securities tended to take place through this pool, 
so that only a negligible amount of net inward investment 
in the United Kingdom was likely to occur.

For the years from 1960, direct sources of measure
ment have been used of portfolio investment in the 
various types of United Kingdom securities, both for 
investment from the overseas sterling area and from the 
non-sterling area. These sources also measured any net 
inflow of investment funds from the non-sterling area 
such as might have occurred in those periods when the 
‘security sterling’ rate was so close to the official market 
rate that the advantage of channelling all purchases 
through ‘security sterling’ disappeared. The Board of 
Trade conduct an inquiry based upon company registers 
with the assistance of the companies concerned to ascer
tain changes in the holdings of the securities of such 
companies by overseas residents. A second inquiry 
measures changes in the holdings of government and 
government guaranteed stocks by private overseas 
residents; the coverage of this inquiry was far from 
complete in the earlier years, but has been improved 
progressively. Figures of changes in holdings of local 
authority mortgages held in the names of private overseas 
residents are obtained from the Treasury survey of local 
authority borrowing. Information on changes in hold
ings through nominees is incomplete; from 1963, 
however, additional information about overseas holdings 
of government stocks and local authority mortgages and 
securities through banks and their nominee companies 
has been provided by respondents to the Bank of England 
series on external sterling liabilities.

The figures for 1963 and later periods also include as 
inward portfolio investment changes in certain overseas 
holdings of government stocks and local authority 
securities which for 1962 and earlier were included in 
‘monetary movements’ as part of overseas sterling 
holdings (see note below on the series ‘external liabilities 
and claims in sterling’). The major elements of these 
holdings are government stocks and local authority 
securities held in the Special Funds of the Crown 
Agents and government stocks held on behalf of other 
official bodies overseas (except central monetary author
ities), together with local authority securities held on 
behalf of the Crown Agents’ General Funds.

Other investment
Overseas investment by oil companies is measured on a 

basis comparable to the estimates for other direct invest
ment. The estimates of overseas investment by the 
British oil industry thus include the share attributable 
to United Kingdom interests of oil earnings re-invested 
overseas but exclude the overseas companies’ share 
of investment by ‘joint venture oil companies’ (i.e. 
companies operating in the Middle East and which, 
though registered in the United Kingdom, are jointly 
owned by the United Kingdom and overseas oil com
panies). Estimates of the change in United Kingdom oil 
companies’ investment abroad and of overseas oil 
companies’ investment in their United Kingdom sub
sidiaries are based on information supplied by the oil 
industry.

Other overseas investment by United Kingdom 
residents includes, as far as identifiable, the purchase of 
real estate abroad, investment by the Commonwealth 
Development Finance Company, and, before 1963, by 
United Kingdom insurance companies. Compensation 
payments to United Kingdom residents in respect of 
overseas assets which have been nationalised are included 
as a disinvestment. Other investment in the United 
Kingdom by overseas residents includes identified 
investment in real estate and in the insurance industry in 
the United Kingdom, and certain borrowing by United 
Kingdom companies direct from banks and commercial 
companies overseas.

EXCHANGE ADJUSTMENTS 
See note on page 70.

Miscellaneous Capital (net)
All identified capital transactions not specifically 

provided for in other items are included here. They 
comprise the three main groups which are described 
below and for which separate figures are given in Table 
23.

(i) Official assets and liabilities {n.eA.)
These are mainly changes in non-sterling currency 
balances held in official funds (other than the Ex
change Equalisation Account) including the Trust 
Fund set up to finance the United Kingdom share of 
the cost of developing and producing Polaris missiles.
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Also included in this group are certain adjustments to 
take account of the difference between the nominal 
value and the actual transaction value of British 
government stock purchased or sold by overseas 
banks and central monetary institutions. The need for 
these adjustments arises because the ‘external liabilities 
in sterling’ in which these holdings are included are 
recorded at nominal value.
(ii) Trade credit {n.e.i,)
Changes in trade credit outstanding not covered else
where in the account. A description of the estimates 
of trade credit is given on nages 42-44.
(iii) Other identified commercial short-term transactions 
(net)
Identified short-term lending and borrowing not 
covered in other items of the account.

Also included in miscellaneous capital for years before 
1958 are United Kingdom banks’ net liabilities in non
sterling currencies, deposits by overseas residents with 
hire purchase finance companies and funds from overseas 
residents (other than through the Crown Agents) held 
with local authorities. From 1958 liabilities in non
sterling currencies are shown as a separate item and 
deposits with hire purchase finance companies and 
funds with local authorities form part of ‘external 
liabilities in sterling (net)’.

Estimates of miscellaneous capital are derived from 
returns made by financial institutions to the Bank of 
England and information provided by government 
departments, public corporations, and private companies.

Liabilities in  N on-Sterling Currencies
(net)

The figures shown in Tables 2, 3 and 4 are the changes 
in the net total of United Kingdom banks’ external 
liabilities and claims in non-sterling currencies together 
with official United Kingdom liabilities in non-sterling 
currencies including deposits by overseas central banks. 
The figures include the revaluation of the sterling 
equivalent at the time of the devaluation of sterling on 
18 November 1967. (See note on exchange adjustments 
on page 70).

Gross figures of United Kingdom banks’ external 
liabilities and claims in non-sterling currencies at the end 
of each year from 1962 to 1967 are given in Table 27. 
Liabilities include:

(i) Deposits and advances in non-sterling currencies 
received from overseas residents, including those 
against which negotiable dollar certificates of dep
osit have been issued;
(ii) Commercial bills drawn in non-sterling currencies 
on United Kingdom residents and held by the banks 
on behalf of their overseas customers;
(iii) Any certificates of deposit, in addition to those 
originally issued to non-residents, which are held by 
the banks on behalf of their overseas customers.
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Claims include:
(i) Non-sterling currency deposits with and advances 
to overseas residents;
(ii) Holdings of non-sterling currency notes and coin*
(iii) Holdings of Treasury bills and similar short-term 
paper denominated in non-sterling currencies;
(iv) Commercial bills drawn in non-sterling currencies 
on overseas residents and owned by the reporting 
institutions;
(v) Claims on overseas customers arising from non
sterling currency acceptances;
(vi) Commercial bills drawn in non-sterling currencies 
on overseas residents and held by the banks on behalf 
of their United Kingdom customers.

The figures are derived from returns made to the 
Bank of England by all banks and similar institutions in 
the United Kingdom known to have liabilities and 
claims in non-sterling currencies. The figures shown for 
the years 1958 to 1962 in Tables 2 to 4 are based on 
returns of their foreign currency position which were 
made by those banks having permission under the 
Exchange Control Act, 1947, to deal in foreign currencies.

For years prior to 1958 changes in banks’ net external 
liabilities in non-sterling currencies are included in 
‘miscellaneous capital’.

Liabilities in Overseas 
Currencies (net)

Sterling A rea

The figures shown for 1963 and subsequent years in 
Tables 2 and 3 are the changes in the net total of United 
Kingdom banks’ external liabilities and claims in overseas 
sterling area currencies. The types of liability and claim 
included are similar to those described above under 
‘liabilities in non-sterling currencies (net)’. Before 1963, 
net liabilities in overseas sterling area currencies were 
included in ‘overseas sterling holdings’. Any revaluation 
of the sterling equivalent at the time of the devaluation 
of sterling on 18 November 1967 is included. (See 
note on ‘exchange adjustments* on page 70.)

External Liabilities and Claims in Sterling
The figures shown in Tables 2, 3 and 4 for years 

before 1963 are the changes in the total of overseas 
sterling holdings (other than by the International 
Monetary Fund) and sterling acceptances outstanding. 
Also included in the years 1958 to 1962 are deposits 
with hire purchase finance companies and local author
ities. Figures for 1963 and subsequent years are the 
changes in the net total of external sterling liabilities 
(other than to the I.M.F.) and claims. The figures 
include the revaluation of the sterling equivalent of 
certain liabilities at the time of the devaluation of 
sterling on 18 November 1967. (See note on ‘exchange 
adjustments’ on page 70.)
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Gross figures of external sterling liabilities and claims 
^t the end of each year from 1956 to 1962 on the old 
basis, and from 1962 to 1967 on the new basis, are 
shown in Table 28. The new series at the end of each 
year from 1962 to 1967 is analysed in detail in Table 29.

The series is compiled from returns made to the Bank 
of England by over 200 banks and other financial 
institutions. The reporting institutions have widened 
their branch coverage so that no important accounts are 
omitted and so that the figures also include the external 
sterling liabilities and claims of their nominee companies.

The external liabilities and claims are reported gross, 
under the following headings:
Liabilities: Current and deposit accounts.

Deposits with hire purchase finance com
panies.

Funds with local authorities (temporary 
money).

United Kingdom Treasury bills
Commercial bills and promissory notes: 
bills of exchange (sight and usance), 
including cheques for collection, and docu
ments drawn on, and promissory notes 
made by, United Kingdom residents and 
lodged on account of overseas residents, 
where the proceeds have still to be credited 
to overseas account,

British government and government 
guaranteed stocks known to be held by 
overseas banks and central monetary insti
tutions, but not by other holders; at 
nominal value and excluding issues by 
overseas public authorities guaranteed by 
the United Kingdom government.

Claims: Advances and overdrafts.
Commercial bills and promissory notes: 
bills of exchange (sight and usance), docu
ments drawn on, and promissory notes 
made by, overseas residents and held for 
United Kingdom residents, where the 
proceeds have still to be received.

Acceptances outstanding.

The series contains only funds payable in sterling. 
The figures cover sterling liabilities to, and claims on, 
overseas residents as reported by the United Kingdom 
banking system in the broadest sense, including the 
Crown Agents and the Bank of England, together with 
money from overseas residents held directly with United 
Kingdom local authorities and hire purchase finance 
houses. Sterling funds deposited by overseas residents 
with United Kingdom banks and employed by the banks 
with local authorities and hire purchase finance houses, 
etc. are included as deposit liabilities of the banks. The 
series also includes sterling blocked (until 12 April 1967) 
under the Exchange Control Act, 1947. Acceptances 
outstanding are included as a United Kingdom claim on 
overseas residents.

The series excludes all overseas holdings of British 
government and government guaranteed stocks not 
held specifically for banking or central monetary 
purposes; thus only holdings of banks, central banks and 
other central monetary institutions, and the Note 
Security and General Funds of the Crown Agents are 
included.

Changes in the series
The differences between the former overseas sterling 

holdings series and the present series for external sterling 
liabilities and claims, and the changes which have been 
required in the presentation of certain items in the 
balance of payments account are given below.

In the present series, comprehensive totals of gross 
liabilities and claims are available. In the former 
series (overseas sterling holdings) United King
dom liabilities were published net of United 
Kingdom claims because banks’ liabilities to and 
claims on their overseas offices were reported net. 
However, the 'old series’ figures in Table 28 show 
United Kingdom liabilities and claims separately 
so far as possible; and claims include acceptances 
outstanding which were formerly published as a 
separate series.
Unlike the series of overseas sterling holdings, 
the present series covers only funds denominated 
in sterling. Thus liabilities and claims in overseas 
sterling area currencies, which were included 
indistinguishably in the old series, are now 
omitted. The changes in the net liabilities in these 
currencies from 1963 are shown as a separate item.
The present series includes sterling blocked (until 
12 April 1967) under the Exchange Control Act, 
1947. This sterling, which largely resulted from 
sales of securities, is thought to have been small in 
total at the end of 1962.
In the present series the treatment of certain over
seas holdings of British government and govern
ment guaranteed stocks is different from that in the 
series of overseas sterling holdings. The intention 
is to exclude all those not held specifically for 
banking or central monetary purposes. Holdings 
which were included in the old series but which 
fall outside the range of the present series are 
those in the Special Funds of the Crown Agents 
and those of other overseas official bodies. The 
holdings omitted are now treated as portfolio 
holdings, changes in which are included in 
‘private investment’ in the long-term capital 
account.
The present series excludes certain overseas funds 
held through the Crown Agents and invested in 
United Kingdom local authority mortgages and 
securities, which were included in the totals of 
overseas sterling holdings. The changes in 
holdings of mortgages and securities are now 
included in ‘private investment’. Temporary 
borrowing by local authorities held through the 
Crown Agents continues to be included in the
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present series. In addition, funds with local 
authorities and hire purchase finance companies 
made directly and throughUnited Kingdom banks 
are included.
The two series also differ in their classification of 
funds by type of holder. The present series is di
vided into central monetary institutions and other 
holders. Funds of central monetary institutions 
are the holdings, including British government 
and government guaranteed stocks, of central 
banks, currency boards, the General and Note 
Security Funds of the Crown Agents, the Bank 
for International Settlements and of a few other 
accounts which are known to be used for central 
monetary purposes. The official category in the 
old series of overseas sterling holdings covered 
a wider range in so far as it contained all funds 
with the Crown Agents and various official 
accounts as well as those of central monetary 
institutions, but was at the same time narrower in 
that it excluded funds held by central monetary 
institutions with commercial banks in the United 
Kingdom. The latter were previously included 
indistinguishably in the funds reported by com
mercial banks and recorded in the ‘other’ category. 
As a result of the more detailed information 
available from the present returns they are now 
separately identified and included under 
‘central monetary institutions’. Also reclassified 
are deposits and Treasury bills in the Crown 
Agents’ Special Funds. These, as stated above, 
are not considered to be held specifically for 
banking or central monetary purposes. They 
are therefore included in the ‘other’ category in 
the present series.

U nited K ingdom Ofhcial Holdings of 
N on-Convertible Currencies

Changes in the sterling equivalent of non-convertible 
currencies held by the Exchange Equalisation Account 
(including those set aside at 31 December 1958 for 
liquidation in the final E.P.U. settlement in January 
1959).

U nited K ingdom Balance in E.P.U.
Changes in the sterling equivalent of the United 

Kingdom balance in the books of the European Payments 
Union. The balance at the liquidation of the Union 
was converted into bilateral debts due to and by member 
countries and the debts have been funded so that they 
now form part of inter-government lending.

U nited Kingdom A ccount with the Inter
national M onetary F und

The figures shown in Table 2 are the net total of:
(i) The United Kingdom subscription in gold to the 
International Monetary Fund on the occasion of the 
increases in quotas in 1959 and 1966 (—).
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(ii) I.M.F. gold deposits in the United Kingdom in 
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 
(+ ).
(iii) United Kingdom drawings from the Fund (+ ).
(iv) United Kingdom repurchases from the Fund (—).
(v) Drawings in sterling from the Fund by other 
countries (—).
(vi) Repurchases in sterling by other countries (+ ).
(vii) I.M.F. administrative and operational expendi
ture ( - )  and receipts (+ ). Receipts include charges 
payable in sterling on drawings from the Fund.

Details of the transactions leading to the change in 
the United Kingdom account with the International 
Monetary Fund are given in Table 24. This table also 
shows the changes in the International Monetary Fund’s 
holdings of sterling and changes in the United Kingdom’s 
total tranche position with Fund.

Holdings of interest-free notes by the International 
Monetary Fund represent the counterpart of (a) the 
unused balance of the sterling portion of the United 
Kingdom subscription to the Fund, which is deposited 
in the United Kingdom against the issue of interest-free 
notes by the Exchequer and is available for drawings 
from the Fund in sterling by other countries; and (b) 
United Kingdom drawings from the Fund. When 
drawings are made from the Fund by the United King
dom the foreign currencies drawn are purchased for 
sterling and the Fimd lends back the sterling to the 
Exchequer on the security of interest-free notes.

The changes in the Fund’s holdings of sterling are the 
net totals of the transactions described under (iii) to (vii) 
above (together with the United Kingdom’s subscription 
in sterling in 1959 and in gold in 1966, and the main
tenance of value adjustment (£220 million) due to the 
devaluation of sterling on 18 November 1967). Of 
this £220 million, £146 million is due to the revaluation 
of the sterling equivalent of the United Kingdom quota 
(see below) and the remainder is due to the revaluation 
of sterling liabilities in excess of 100 per cent of quota. 
The definition of ‘change in account with I.M.F’ in 
international use excludes the maintenance of value 
adjustment, and it follows that no contra-entry is included 
in the ‘exchange adjustments’ item (see note on page 70). 
However, the figures in Annex 1 giving the overseas 
assets and liabilities of the United Kingdom at the end 
of 1967 show the revaluation of the sterling equivalent 
of the United Kingdom quota both as an asset and as a 
liability (since at the end of 1967 the quota was fully 
drawn). In addition liabilities include the revaluation 
to drawings in access of 100 per cent of the quota. The 
figures of the changes in the Fund’s holdings of sterling 
are derived from United Kingdom sources.

The United Kingdom total tranche position is the 
amount which the United Kingdom may draw from the 
Fund without raising the Fund’s holding of sterling 
beyond 200 per cent, of quota. The quota was increased
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in 1959 from $l,300m (£464m) to SI,950m (£696m) 
and in 1966 to $2,440m (£871m). (The sterling equiva
lent of the United Kingdom’s quota after revaluation in 
November 1967 is £1017 million.)

The International Monetary Fund’s holdings of 
sterling and the United Kingdom’s tranche position with 
the Fund at the end of each year from 1956 to 1967 are 
shown in Table 30.

TRANSFER FROM DOLLAR PORTFOLIO TO 
RESERVES

Until November 1967 the Exchange Equalisation 
Account held a portfolio of dollar securities which had 
been vested in the United Kingdom government during 
the war. Its transfer to the gold and convertible 
currency reserves (in February 1966 and November 
1967) is included in the balance of payments accounts as 
a separate item in ‘monetary movements’, and so has 
no effect on the balance of current and long-term 
capital transactions. Over a period prior to the transfers, 
the equities of which the portfolio had been mainly 
composed were sold and the proceeds invested in more 
liquid assets. It is arguable that the change in com
position of the portfolio could have been treated as a 
disinvestment in portfolio securities in the long-term 
capital account as it took place. The treatment adopted 
has been preferred because the portfolio of dollar 
securities had long been regarded as nearly equivalent 
to a reserve asset; therefore neither the process of 
liquefaction nor the transfer to the reserves should be 
treated as affecting the identified deficit on current and 
long-term capital accounts.

Gold and Convertible Currency Reserves
Changes in the sterling equivalent of the gold and 

convertible currencies held in the Exchange Equalisation 
Account. Changes in 1956 and 1957 in the special 
waiver accounts have been included in this item. These 
were accounts into which the interest due on 31 December 
1956 on the United States and Canadian credits and the 
lend-lease settlement loan was paid pending the decision 
on the United Kingdom’s claim for a waiver. Following 
the conclusion of agreements with the United States 
and Canadian governments for deferment of interest 
the sums were returned to the gold and convertible 
currency reserves during April 1957. The reserves are 
valued at the prevailing par rates of exchange; changes 
in the reserves during 1967 therefore include the effect of 
their revaluation at the time of the devaluation of sterling 
on 18 November 1967 (see note on exchange adjustments 
on page 70). Before the devaluation of sterling, gold 
was valued at 250s. per fine ounce and US dollars at 
£1 =  $2-80; the new values are 291s. 8d. per fine ounce 
of gold and £1 =  $2-40. Parities for other currencies 
against sterling are derived from the declared parities 
of those currencies in terms of the US dollar. Until 
a par value for the Canadian dollar was established on 
2 May 1962, holdings of this currency were valued at the 
appropriate exchange rates.

Balancing Item

The amount necessary to balance the accounts: it 
represents the net total of errors and omissions in other 
items. A description of the characteristics of the balancing 
item is given on page 73.

Inter-Are A Transfers
Changes in the United Kingdom’s reserves and in the 

area disposition of external liabilities and claims in 
sterling, shown in the monetary movements sections of 
Tables 3 and 4, are partly determined by the transactions 
of the overseas sterling area with non-sterling areas. 
The figures representing the net effect of all these trans
actions are called ‘inter-area transfers’.

EFFECTS OF DEVALUATION
Devaluation has consequences of a technical kind 

upon the balancing item stemming from the use of differ
ing rates of exchange. When transactions are denomin
ated in foreign currency and the current account entries 
are not simultaneous with payments, there are a number 
of possible discrepancies through the use of differing 
rates of exchange for the conversion to sterling of 
current account entries and of payments. When 
trade credit is extended or received, the revaluation of 
the sterling equivalent of assets or liabilities outstanding 
at the time of devaluation is excluded, and the sterling 
equivalent of the flows before and after devaluation 
are in principle recorded at the ruling rates of exchange 
(for example before devaluation, exports and trade 
credit extended at the old rate; after devaluation, trade 
credit repaid and cash received at the new rate), so that 
there is in these cases no contribution to the balancing 
item. Other ‘leads and lags’ between current account 
entries and payments may have a number of possible effects 
upon the balancing item when differing rates of exchange 
are involved, but the net effect may well be small. 
Nearly one-half of imports are invoiced in foreign 
currency but only a small proportion of exports. Dis
crepancies in respect of individual transactions tend to 
be offsetting (for example imports arriving before 
devaluation but payments after devaluation; prepay
ments before devaluation for imports arriving after 
devaluation) but are in any event hardly relevant since 
in any period there is a continuous flow of current 
transactions and of payments. Thus, both current 
transactions and payments recorded after devaluation 
would be recorded at the sterling equivalent using 
the new exchange rates. Import arrivals between 
18 November and 31 December 1967 would be recorded 
at the new exchange rate and, even though some pay
ments in respect of these arrivals would lag to the follow
ing quarter, other payments would be made in respect 
of imports arriving before devaluation and in general 
recorded at the new rates of exchange.

The revaluation of the sterling equivalent of long-term 
assets and liabilities outstanding at the time of devalua
tion is excluded from the figures of flows of long-term 
capital shown in the long-term capital account, and the
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sterling equivalent of the flows before and after devalua
tion are in principle recorded at the ruling rate of 
exchange. The effect of devaluation on the value of 
long-term assets and liabilities at end 1967 is, however, 
included in the table in Annex 1 (pages 36-37).

Unlike the long-term capital account, the figures of 
changes in official monetary or banking liabilities and 
assets shown in monetary movements are based on their 
value in sterling terms at the beginning and end of the 
year. In order to eliminate the effect of revaluation 
from the balance of monetary movements, a composite 
entry for exchange adjustments has been included as a 
separate item.

Exchange adjustments
These comprise contra-entries arising from the revalua

tion in sterling terms, at the time of devaluation, of 
official monetary or banking liabilities and assets 
denominated in gold and overseas currencies, and of 
the sterling counterpart of drawings on central bank 
facilities. An adjustment is also included to take 
account of the fact that the Exchange Equalisation 
Account’s forward commitments entered into before 
devaluation have been recorded as being settled on 
maturity at the new parity. No contra-entry is included 
for the corresponding revaluation (amounting to £75 
million) of official sterling liabilities in excess of 100 
per cent of quota to the International Monetary Fund,

since this has also been excluded from the figure represent
ing United Kingdom transactions with the Fund given 
under the heading ‘Change in account with I.M.F.’

Balance of Payments in terms of the U .S. dollar
The basic estimates of the United Kingdom balance 

of payments are expressed in terms of sterling and that 
means that the value of transactions denominated in 
overseas currencies is converted to sterling at the ruling 
rate of exchange. As explained above this may lead 
to some error in the case of transactions around the time 
of the devaluation of sterling on 18 November 1967, 
but transactions denominated in overseas currencies 
are probably a minority of the total. For other purposes, 
in particular in order to compare or to add up estimates 
of the balance of payments of a number of countries, 
it is useful to express the estimates in terms of the U.S. 
dollar. These estimates, shown below alongside the 
corresponding estimates expressed in terms of sterling, 
have been estimated by roughly dividing the basic 
estimates of all transactions for the fourth quarter of 
1967 into estimates for the pre- and post-devaluation 
periods, and converting the figures for 1966 and for 
1967 up to devaluation at £1 to $2-80 and for 1967 
after devaluation at £1 to S2-40. The figures for the 
year 1967 estimated in this way are, in principle, the 
same as they would be if transactions denominated in 
terms of currencies with unchanged parities were 
converted directly and only transactions denominated 
in sterling or other devaluing currencies were divided into 
the pre and post-devaluation periods.

r

Current account
Imports(2) ......................................................................
Exports..............................................................................

Visible balance(2) .....................................................
Invisibles

Total deb its......................................................................
Total credits ..................................................................

Invisible balance.........................................................

Current b a la n c e ..................................................................

Long-term capital account
Official (net) .................................................................
Private investment abroad (net) ................................
Private investment in the U.K. (net) ........................

Balance of long-term capital.............................................

Balance of current and long-term capital transactions

Balancing item .................................................................
Balance of monetary movements....................................

(1) Increase + ,  decrease —.
(2) Excluding deliveries of, but including payments for, U.S. military aircraft and missiles
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£ million $ million

1966 1967
Change

1966-1967
(1)

1966 1967
Change

1966-1967
(1)

5,244
5,108
-1 3 6

5,660
5,023
-6 3 7

+416 
-  85 
-5 0 1

14,683
14,302
-3 8 1

15,563
13,882

-1 ,681

+880
-4 2 0

-1 ,300

2,769 
2,920 
+  151

2,892
3,125
+233

+  123 
+  205
+  82

7,753
8,176
+423

7,948
8,583
+  635

+  195 
+407 
+  212

+  15 -4 0 4 -4 1 9 +  42 -1 ,0 4 6 -1 ,088

-  81 
-3 0 3  
+280

-  57 
-4 2 4  
+395

+  24 
-1 2 1  
+  115

-2 2 7
-8 4 8
+784

-1 4 7  
-1 ,1 6 2  
+  1.072

+  80 
-3 1 4  
+288

-1 0 4 -  86 +  18 -2 9 1 -2 3 7 +  54

-  89 -4 9 0 -4 0 1 -2 4 9 -1 ,283 -1 ,0 3 4

-  10
+  99

+  175 
+  315

+  185 
+216

-  28 
+277

+425 
+  858

+  453 
+  581

*
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4-880
-420
•1.300

+80
-314
+288
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AREAS
The geographical divisions for all periods covered by 

this publication are as follows:
(i) Overseas sterling area: The Colonial Territories 
of the United Kingdom (Colonies, Protectorates, 
Trust Territories, etc.) but excluding Rhodesia from 
the beginning of 1966; the independent Common
wealth countries other than Canada; the British 
Protected States in the Persian Gulf (Bahrain, Qatar 
and the Trucial States), Iceland, Irish Republic, 
Jordan, Kuwait, Libya, the Republic of South Africa, 
Southern Yemen and, until the end of 1966, Burma.
(ii) Western Europe: Andorra, Austria, Belgium, 
Denmark (including Faroe Islands and Greenland), 
Federal German Republic, Finland, France, Greece, 
Italy, Luxembourg, the Netherlands, Norway, Portugal 
(including Azores and Madeira), Spain (including 
Canary Islands, Balearic Islands and Spanish ports 
in North Africa), Sweden, Switzerland, Turkey, the 
Vatican City, Yugoslavia and the Bank for Inter
national Settlements.
(iii) North America: U.S.A. and dependencies; 
Canada,
(iv) Latin America: Argentina, Bolivia, Brazil, Chile, 
Colombia, Costa Rica, Cuba, the Dominican Republic, 
Ecuador, El Salvador, Guatemala, Haiti, Honduras, 
Mexico, Nicaragua, Panama (including Canal Zone), 
Paraguay, Peru, Uruguay and Venezuela.
(v) Other non-sterling countries: All other countries, 
including Rhodesia from the beginning of 1966 and 
Burma from the beginning of 1967.
(vi) International organisations: The United Nations 
and its specialised agencies; the International Bank for 
Reconstruction and Development (I.B.R.D,), the 
International Finance Corporation (I.F.C.), the Inter
national Development Association (I.D.A.) and other 
international organisations.
Transactions with the International Monetary Fund 

(I.M.F.) are treated as a separate item in the accounts.

RELIABILITY OF THE ESTIMATES
The balance of payments estimates are compiled 

from a large number of different sources and the degree 
of accuracy attained varies considerably between items. 
Some of the errors and omissions may be persistent 
and tend to be in the same direction in all years. For 
this reason, the absolute error in the change from year 
to year is likely to be less than the error in any particular 
year. Errors are likely, to some extent, to offset each 
other in any particular year, and the proportionate 
error in major aggregates is likely to be less than the 
weighted average of the proportionate errors in the 
components. However, where a balance is drawn 
between two aggregates and the balance is small in 
relation to the aggregates, such as the current balance, 
the proportionate error attached to the balance is liable 
to be very substantial. The following notes assess the 
comparative quality of the individual components of the 
annual estimates for the later years and the main points 
at which errors and omissions may arise.
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Visible trade
Customs regulations lay down a formula for the 

valuing of import and export merchandise on the 
customs entry forms from which the Trade Accounts 
are compiled. A number of adjustments are made, 
as described in the notes on items above, for both 
valuation and coverage to bring the Trade Accounts 
figures on to a balance of payments basis. Some of 
these adjustments are based on comprehensive returns 
and others on the results of sample inquiries; any errors 
in them are thought to be comparatively small. For 
the most important adjustment (the estimate of total 
freight on dry-cargo imports, which is deducted to bring 
the value of imports to an f.o.b. basis) any error will be 
offset by an equal and opposite error in the invisibles 
account, since the same estimate is used as the starting 
point for the calculation of transport freight debits. It 
is possible, however, that there is some inconsistency 
between the value of commissions assumed to be included 
in figures of imports and exports in the visible trade 
account and the estimates for debits and credits on 
commissions included in ‘other services’ in the invisibles 
account. In other respects there may be rather less 
accuracy in the valuation of exports than in the valuation 
of imports, particularly in the case of a series of con
signments forming part of a single large contract. In 
relation to the large gross value involved the margin 
of error in the estimates for visible trade is probably 
very small, although it is still of significance in relation 
to the difference between the two estimates.

It would be inappropriate to make an allowance, in the 
visible trade account, for changes in the timing of pay
ments for imports and exports. Conceptually such 
changes, which may arise through the advancing or 
retarding of payments, through shifts in the timing 
pattern as a result of changes in the commodity make-up 
of imports and exports or through shifts to imports on 
consignment, are regarded as equivalent to short-term 
capital movements. Such changes in timing of payments 
are treated in the same way as the giving and taking of 
normal trade credit. To a large extent trade credit is 
recorded in the balance of payments accounts as part of 
the changes in banking claims and liabilities with over
seas residents, in the balance of indebtedness between 
United Kingdom and associated companies overseas or 
in the further element of trade credit included in ‘miscel
laneous capital’. But in so far as changes in the timing 
of payments are not recorded as part of trade credit, 
they may contribute significantly to fluctuations in the 
total of errors and omissions.

Invisibles
Figures of government transactions are based on 

records of government departments and can be con
sidered good; any errors are generally limited to minor 
timing discrepancies.

The figures relating to United Kingdom shipping 
are based on the inquiries carried out by the Chamber 
of Shipping and the margin of error is unlikely to be 
large. There may, however, be appreciable errors

S



I*

7‘ ■'

« :

t i
i

, l

in the preliminary estimates produced before the full 
results of these inquiries became available. In the full 
census years of 1952, 1958, 1962 and 1966 complete 
returns in respect of voyages performed and other 
overseas transactions were made by all United Kingdom 
shipping companies. In the other years since 1958 a 
fairly large sample return has been obtained, and the 
results grossed-up using the results for the full census 
years as bench-marks; only preliminary results were 
available from the 1967 inquiry in time for this publica
tion. Errors in the estimates of freight payments to 
overseas shipping arise from two main sources; errors 
in the estimates of total freight charges on dry cargo 
imports and errors in the estimates of the earnings of 
United Kingdom shipping companies from the carriage 
of dry cargo imports. The former errors are offset 
by equal and opposite errors in the estimates of the 
f.o.b. values of imports. It is therefore only the latter 
errors which affect the overall estimates of current 
account debits, and these errors are probably relatively 
small although again they are larger in the preliminary 
estimate for the most recent year. The estimates in the 
civil aviation account are considered to be reliable; 
they are based on regular returns from airlines and 
airport authorities and on the International Passenger 
Survey.

Estimates of travel expenditure are now based largely 
on a system of interviews with a sample of passengers 
leaving or arriving at seaports or airports. Though still 
subject to some sampling error and to deficiencies in 
reporting, the estimates are more firmly based than in 
earlier years.

Estimates for the numerous and heterogeneous types 
of transaction which fall into ‘other services’ are of 
varying quality. The range of estimates which are 
based on direct inquiries of industry and commerce 
has been extended in recent years and now covers about 
half the estimated total value of debits and credits in 
this category. Exchange Control records remain the 
basis for other debits with non-sterling areas and 
‘partner-country’ information for much of the debits 
with the overseas sterling area. The estimates for 
several credit items are still derived from various related 
indicators and are inevitably no more than rough, 
though the amount of direct information available has 
recently increased and is being further developed. But 
the totals for both debits and credits under this heading 
must still be regarded as subject to an appreciable 
margin of error. In particular, errors are likely to arise 
here in distinguishing transactions between residents 
and non-residents.

The interest, profits and dividends arising from direct 
investment are thought to be satisfactorily measured both 
on the credit and debit side though errors may arise 
in the preliminary estimates for the most recent year. 
Estimates of interest and dividends on portfolio invest
ment are somewhat less reliable, more particularly on the 
debit side of the account. Earnings from oil, taken in 
conjunction with the entries for oil operations in the 
visible, shipping and long-term capital accounts, are
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also thought to measure fully the effect of transactions 
in oil on the balance of payments, but the figures of 
oil earnings which are included under ‘interest, profits 
and dividends’ differ in various ways from the accounting 
measure which is required of profits earned overseas. 
For example they are arrived at after partly taking 
account of payments of taxes overseas, rather than 
of the accrued liability for overseas taxation; and include 
the earnings of headquarters companies from services 
rendered to overseas companies. The estimates for 
certain other elements of investment income are not 
directly measured, and may be subject to error, particu
larly where no precise information is available on the 
type of liabilities and assets involved.

Estimates of private transfers to non-sterling areas 
are based mainly on Exchange Control data and are 
likely to be substantially complete. Until 1965 certain 
types of cash transfers from non-sterling areas were 
eligible for the ‘investment currency’ premium and this 
provided a basis for estimating the amounts of the 
transfers. As a result of changes in Exchange Control 
regulations in that year, however, this source of informa
tion was lost and subsequent estimates have been based 
on incomplete information from other countries supple
mented by related indicators. Private transfers to and 
from the overseas sterling area are also estimated from 
information from other countries and related indicators, 
such as numbers of migrants. The total estimates of 
private transfers are therefore only approximate.

Current account
Approximate reliability gradings for the main debit 

and credit components of the current accoimt are given 
in the table below. As explained on pages 39 to 41 
of National Accounts Statistics: Source and Methods, it is 
impracticable to calculate statistical margins of error 
of the kind that are derived from random samples 
for any of the aggregates or for most of their components. 
It is however possible, from knowledge of the data, 
to form very rough and mainly subjective judgments 
of the range of reasonable doubt attaching to the 
estimates. Like margins of error derived from random 
samples, these judgments do not represent absolute 
certainty. They may be taken to mean that, in the 
opinion of the estimators and in their present state of 
knowledge, there is, say, a 90 per cent chance that 
the true value of the figures referred to lies within the 
limits set by the grading.

The gradings apply to the estimates for the later years 
as shown in this publication. Although less information 
is available for the latest year, the estimates (other than 
‘shipping’ and ‘interest, profits and dividends’) do not 
warrant a lower grading. A substantially wider margin 
of error attaches to the quarterly estimates for most 
components of invisibles. The estimate of the balance 
of the current account, being the net result of the large 
aggregates of transactions described above, is regarded
as poor.
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Reliability of annual estimates of current account
debit and credit items

A ±  less than 3 per cent.
B i  3 per cent, to 10 per cent. 
C ±  more than 10 per cent.

Exports and imports(t) of goods 
Invisibles:

Services:
Government.........................
Shipping .............................
Civil aviation .....................
Travel .................................
Other services......................
Total services .....................

Total goods and services

Transfers:
Government...
Private ...........
Total transfers

Grading

Interest, profits and dividends

Total current account

Current balance

B

Debits,
1966

5,244

7,083

Credits,
1966

5,108

42
708
180
219
647

1,796

6,904

568

8,013

990

8,028

15

(i) Excluding deliveries of, but including payments for, U.S. 
military aircraft and missiles.

Long-term capital acconnt
Complete records of inter-government loans and other 

official capital transactions are available. The flows of 
private direct investment are also thought to be adequately 
measured, but a substantial margin of error attaches 
to the estimate for the most recent year, which is based 
on quarterly data because the results of the Board of 
Trade’s full annual inquiry are not yet available. The 
estimates of outward portfolio investment are based 
partly on changes in holdings of overseas securities 
quoted in London and having a United Kingdom 
registrar or paying agent; some transactions in other 
overseas sterling area securities escape recording although 
some of the gap is filled by use of information from other 
countries. The measurement of inward portfolio invest
ment has been improved, but gaps still exist. Changes 
in overseas holdings in local authority securities are not 
yet fully covered and the Board of Trade inquiry on 
company securities is limited to the major companies 
(which nevertheless cover 70 per cent, of the total 
market value of issued capital). Holdings via nominees 
are only partially identified.

Monetary movements
Most of the figures in this section of the accounts are 

precise ones rather than estimates, being taken from 
the regular returns made by banks and other financial 
institutions or from official records. The coverage of 
changes in other short-term assets and liabilities has 
improved, particularly with the development of the 
Board of Trade inquiry into trade credit. Some gaps 
still remain, however, and errors may also arise through 
failure to recognise non-resident status, especially where 
nominee accounts are employed.

Vv

Summary
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Despite the continuing improvements which have 
been effected the main weaknesses in the present 
statistics are still in ‘private transfers’ and ‘other services’ 
in the invisibles account, ‘portfolio investment’ in the 
long-term capital account and ‘miscellaneous capital’ in 
monetary movements. More generally, because of the 
wide variety of sources and methods which have to be 
used in compiling the accounts, there are difficulties in 
obtaining complete consistency of definition and treat
ment between one item and another, and some marginal 
overlapping or shortfall results.

Balancing item
The balancing item represents the net total of errors 

and omissions arising throughout the accounts and 
although varying considerably in size from year to year 
it has been positive in twelve of the sixteen years from 
1952 to 1967; over the ten years 1958 to 1967 the average 
has been about +£59 million. This suggests that there 
is an underlying tendency for credit entries to be under
stated or debit entries to be overstated, or quite probably 
a combination of both.

It is difficult to find reasons for the size of the balancing 
item and its fluctuations from period to period, but 
it seems probable that it includes:

(i) a recurrent positive element attributable to 
deficiencies in the measurement of current account 
transactions;
(ii) a much more irregular element which includes 
timing errors in the recording of transactions and 
payments but is probably mainly attributable to 
unrecorded capital and monetary transactions; the 
latter include short-term “leads and lags” in the timing 
of payments which, like identified flows of short-term 
funds, are probably influenced to some extent by the 
level of interest rates in the United Kingdom relative 
to those abroad and, on occasion, by speculation 
about exchange rates.

It is difficult to quantify these elements. One approach 
is to look at an average over a period of years, in the 
course of which the more volatile inflows and outflows 
under (ii) above will tend to cancel out. Over the last 
ten years, 1958-67, the average level of the balancing 
item was +£59 million, and over the last six years, 
1962-67, when these flows were more completely 
identified, it was +£46 million. If the five year period 
July 1962-June 1967 is taken to exclude the distortions 
stemming from the dock strikes and the devaluation 
of sterling in the autumn of 1967, the average is approxi
mately +£53 million. It is likely that the recurrent 
positive element in the balancing item has been growing 
in line with the scale of current account transactions, 
and for working purposes it seems reasonable to assume 
that in the late 1960’s the normal value of the recurrent 
element lies within the range +£50 million to +£75 
million.
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Revisions
Provisional figures for the latest year are published 

about the end of March. Revised figures are prepared 
during the summer (the revised figures for 1967 are 
incorporated in the present publication).

Other revisions are made from time to time when new 
inqmries and investigations have produced improved 
series of figures. Where it can be done these revisions 
are carried back to earlier years and they may therefore 
involve changes in the figures for several years.

TREATMENT OF THE BALANCE OF
PAYMENTS IN

THE NATIONAL INCOME ACCOUNTS

A full account of the treatment of the balance of 
payments in the national income accounts is given in 
Chapter XV (International transactions) of National 
Accounts Statistics: Sources and Methods. Attention 
is drawn to the problem of defining ‘residents of the 
United Kingdom’, and other practical differences which 
give rise to minor inconsistencies between international 
transactions as shown in the national accounts.

The national income can be measured as a sum of 
incomes derived from economic activity (factor incomes), 
as a sum of expenditure, or as a sum of the products 
of the various industries.

(  •

Most of the national income of the United Kingdom 
arises from economic activity by United Kingdom 
residents; this total is domestic income or product and 
it is distinguished from national income or product 
which is the total of incomes accruing to United Kingdom 
residents wherever the economic activity that gives 
rise to the income takes place. The income which 
appears in the balance of payments accounts as credits 
under ‘interest, profits and dividends’ accrues to United 
Kingdom residents as a result of economic activity 
abroad or property held abroad. Conversely debits 
under ‘interest, profits and dividends’ represent income 
which arises within the United Kingdom but which 
accrues to non-residents. The national income therefore 
consists of domestic income plus net property income 
from abroad. The net property income from abroad, 
which is the difference between the gross domestic 
product and the gross national product, is equal to the 
net earnings from interest, profits and dividends in 
the balance of payments accounts. But in order to 
maintain consistency with the treatment of incomes 
in the current accounts of the different sectors, property 
income is measured in the national income accounts 
before deduction of local taxes; whereas in the balance 
of payments, interest, profits and dividends are recorded 
after deduction of taxes. In the national income 
accounts the tax payments are entered again on the 
opposite side of the account so that the balance between 
payments and receipts is preserved. The payment of
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tax to a foreign government on income accruing to 
United Kingdom residents is thus entered as a payment 
of property income by the United Kingdom and vice 
versa.

As mentioned above, the national income can be 
measured not only as a sum of incomes but also by 
totalling expenditure. The total of final expenditures 
on the goods and services becoming available in the 
United Kingdom must include expenditure by other 
countries on the available goods and services (i.e. 
exports); but 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 home economy but also in the 
overseas country from which the imported material 
has been bought or which renders the service. The 
gross domestic product measured as a sum of 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. Imports and exports 
of goods are equal to imports (f.o.b.) including payments 
for U.S. military aircraft and missiles and exports and 
re-exports (f.o.b.) in the balance of payments (see note 
about U.S, military and missiles on page 55). Imports 
and exports of services are equivalent to transport 
(shipping and civil aviation), travel, other services and 
that part of government transactions in the invisibles 
account of the balance of payments which relates to 
services. As with the income approach, an adjustment 
for net property income from abroad is required to move 
from the gross domestic product to the gross national 
product.

The remaining items in the current account of the 
balance of payments, i.e. official 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 is described in the national 
income accounts as net investment abroad. It appears 
as part of total investment in the combined capital 
account and since all other forms of financing between 
different sectors of the home economy cancel each other 
out, it is equal, but opposite in sign to, the net acquisition 
of financial assets in the financial accounts tables of the 
national income accounts. Net investment abroad 
could also be measured directly from the sum of the 
balance of the long-term capital account and the balance 
of monetary movements. In practice, however, the two 
methods differ by the amount of the balancing item in 
the balance of payments.

BALANCE OF PAYMENTS ESTIMATES
FOR 1946-51

Detailed estimates of the United Kingdom balance 
of payments in the years 1946 to 1951 were last published 
in United Kingdom Balance o f Payments, 1946-1957
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(H.M.S.O. 1959). The estimates in that publication 
relied heavily on Exchange Control records and returns 
from the banking system and were therefore compiled 
largely on a ‘cash payments’ basis. Subsequently, the 
continued simplification of Exchange Control regulations 
substantially reduced the value of this source of statistics 
and necessitated the development of alternative sources. 
Increasing use was made of direct inquiries of industry 
as a source of data on invisible transactions and private 
long-term capital movements, whilst the Trade Accounts 
were adopted as the basis for the balance of payments 
figures of all imports and exports. In general the 
changes made tended to move the form of the accounts 
further towards a ‘flow of resources’ basis—a more 
satisfactory basis for the interpretation of economic 
developments and for the integration of international 
transactions into the national income accounts.

subsequently complied for the years 1952 to 1957 which, 
although containing some element of rough estimation, 
was broadly comparable to the new estimates for later 
years. A full series of figures from 1952 was presented 
in the 1964 issue of the annual publication on the balance 
of payments and has been brought up to date in summary 
form in Table 1 of this issue.

The main stage in this transition took place in 1961. 
At this stage figures on the revised basis were published 
only for years from 1958. In recognition of the desir
ability of having figures for a longer run of years on as 
comparable as possible a basis, a series of estimates was

The very limited data available did not permit 
estimates of equivalent standing to be produced for 
years prior to 1952. However, in order to provide a 
reasonably consistent series on international transac
tions for the national income accounts, the figures for 
1946 to 1951 previously published were re-assessed so 
far as possible to take account of the more important 
changes in sources and methods. The resultant estimates, 
used in the National Income Blue Books, have been 
re-arranged in the table below into the standard balance 
of payments form. Private long-term capital movements 
and short-term capital transactions of the type now 
included in ‘miscellaneous capital’ were not separately 
identified prior to 1952. They have therefore been 
included in the residual item of the account—‘private 
investment, miscellaneous capital and balancing item’.

Balance of payments—summary
1946-51 £ million

Imports (f.o.b.) .............................................................................
Exports and re-exports (f.o.b.) .................................................

Visible balance .............................................................................

Government (net) .........................................................................
Interest, profits and dividends (net).............................................
Private services and transfers.........................................................

Invisible balance.............................................................................

Current balance .............................................................................

Special grants(i) .............................................................................

Official long-term capital (net) .....................................................

Private investment, miscellaneous capital and balancing item

Liabilities in sterling and overseas sterling area currencies (net)..
Official holdings of non-convertible currencies......................
U.K. balance in E.P.U...................................................... .............
Account with i.M .F...................................
Gold and convertible currency reserves.............................. . . . . . . . .

Balance of identified monetary movements(2).............................

1946 1947 1948 1949 1950 1951

1,063 1,541 1,790 2,000 2,312 3,424
960 1,180 1,639 1,863 2,261 2,735

-1 0 3 -3 6 1 -1 5 1 -1 3 7 -  51 -6 8 9

-3 2 7 -1 5 2 -  83 -1 4 0 -1 3 6 -1 5 8
+  85 -1-150 +235 +219 +  396 +  342
-H115 -  18 +  25 +  57 +  98 +  136

-1 2 7 -  20 +  177 +  136 +358 +  320

-2 3 0 -3 8 1 +  26 -  1 +  307 -3 6 9
— +  30 +  138 +  154 +  140 +  43

-H214 +629 +  304 -  30 -  14 -  68

+  34 -3 6 2 -1 6 3 -171 -  70 -2 9 5

+  69 -  78 -3 6 8 +  24 +  320 +  72
-  33 +  4 -  1 +  15 -  28 +  37

— — -  80 +  246
+  6 +  9 +  6 — -  10

-  54 +  152 +  55 +  3 -5 7 5 +  344

-  18 +  84 -3 0 5 +  48 -3 6 3 +689

a c S u S ^ ^ ^  government which, because they were of a non-recurrent financing nature, are not appropriate to the current

(2) Excluding miscellaneous capital.
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U n it e d  K in g d o m  B a l a n c e  o f  P a y m e n t s  

AND R e l a t e d  S t a t is t ic s

General
Provisional annual estimates of the United Kingdom 

balance of payments are presented in the White Paper 
Preliminary Estimates o f National Income and Balance 
o f Payments published shortly before the presentation 
of the Budget. Detailed quarterly estimates including 
seasonally adjusted estimates for the current and long
term capital accounts are published each quarter, 
together with a commentary, in the March, June, Septem
ber and December issues of Economic Trends. They are 
reproduced in summary form in the Monthly Digest o f 
Statistics and, on an unadjusted basis, in Financial 
Statistics. An article on the seasonal adjustment of 
the balance of payments was published in the January, 
1968 issue of Economic Trends.

o f Aid to Developing Countries). Quarterly details 
appear regularly in Financial Statistics. Further in
formation on inter-government loans and other official 
long-term capital transactions is available in the Finance 
Accounts o f the United Kingdom and the Annual Reports 
o f the Commonwealth Development Corporation.

Shipping
An analysis of the overseas payments and receipts 

of United Kingdom shipping companies is given in the 
Annual Report o f the Chamber o f Shipping o f the United 
Kingdom.

T ravel
Articles on travel to and from the United Kingdom 

appear regularly in the Board o f Trade Journal.

r .....

Detailed estimates for 1952-1956
Detailed estimates of the United Kingdom balance of 

payments for the years 1952-1956 were last given in this 
publication as follows:

Year of estimate
1952
1953
1954
1955
1956

Year of publication
1964
1964
1965
1966
1967

Minor revisions, principally to government debits in 
the invisibles account, have since been incorporated in 
the sximmary for these years, given in Table 1.

The revisions are available on application to the 
Central Statistical Office.

Visible trade
Monthly estimates of the visible trade balance, 

seasonally adjusted and on a balance of payments basis, 
but excluding transactions relating to U.S. military 
aircraft, are included in a press notice issued each month 
by the Board of Trade.

Figures of imports (c.i.f.) and exports and re-exports 
(f.o.b.) (not adjusted to a balance of payments basis) 
are published each month in the Overseas Trade Accounts 
o f the United Kingdom. The monthly figures, both as 
recorded in the Trade Accounts and seasonally adjusted, 
are the subject of regular articles in the Board o f Trade 
Journal and are later presented in summary form in the 
Report on Overseas Trade. Annual statistics are con
tained in the Annual Statement o f the Trade o f the United 
Kingdom, which shows the figures in greater detail.

Government
Details of United Kingdom government assistance 

for overseas development are given in the annual 
publication British Government Economic Aid {Statistics
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Other services
Articles on the Board of Trade annual inquiries into 

royalties, services rendered between related companies, 
films and television appear regularly in the Board o f 
Trade Journal.

Private investment and interest, profits and dividends
The results of the Board of Trade inquiry into overseas 

direct investment are published in the Board o f Trade 
Journal.

Liabilities and claims in non-sterling currencies
An article introducing the series on United Kingdom 

banks’ liabilities and claims in non-sterling currencies 
appeared in the June 1964 issue of the Bank o f England
Quarterly Bulletin.

External liabilities and claims in sterling
Quarterly figures are published in the Bank o f England 

Quarterly Bulletin and Financial Statistics and, in 
summary form, in Economic Trends and the Monthly 
Digest o f Statistics. An article introducing the series 
appeared in the Jime 1963 issue of the Bank o f England
Quarterly Bulletin.

Overseas sterling holdings and acceptances outstanding
An article on the former series of overseas sterling 

holdings and acceptances outstanding, containing figures 
in greater detail than had previously been published, was 
included in the December 1963 issue of the Bank o f 
England Quarterly Bulletin. The gross figures now shown 
for the years 1957-1962 in Table 28 are taken from a 
booklet recently published by, and available from, the
Bank of England.
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United Kingdom account with the International Monetary 
Fund

Monthly figures are published in International Financial 
Statistics (published by the I.M.F.) and in Financial 
Statistics.

Gold and convertible currency reserves
Monthly figures of the reserves are published in the 

Press and reproduced in Financial Statistics and other 
monthly publications of the Central Statistical Office.

Trade credit
Articles on the Board of Trade inquiries are included 

in the Board of Trade Journal.

National income
Annual statistics on the national income are presented 

in the annual Blue Book National Income and Expenditure. 
Quarterly estimates of the main items are published 
regularly in the Monthly Digest o f Statistics and, with a 
commentary, in the January, April, July and October 
issues of Economic Trends. A definitive account of the 
sources of the data and methods of estimation used are 
given in National Accounts Statistics: Sources and 
Methods (H.M.S.O. September 1968).
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Publications relating to other countries’ balance of payments 

The main publications containing estimates of the balance of payments of individual countries are listed below.
Frequency of

Title publication Published by
International Financial Statistics Monthly International Monetary Fund
Balance of Payments Yearbook Compiled by

monthly
instalments

International Monetary Fund

Statistical Yearbook Annual United Nations
Monthly Bulletin of Statistics Monthly United Nations
Various publications by O.E.C.D.
The Commonwealth and the Sterling Area Statistical

O.E.C.D.

Abstract(*) Annual Board of Trade, London

(1) Includes estimates for United Kingdom dependent territories.
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