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GDP FIGUNES FON nIE THIND QUANTtsB Or 1985

The CSO's provlsional estimaües of GDP ln the third quarten of 1985 will
be publlshed tomorow (Friday) al 11.30 a.m. pretlminary flgures for the
output measure of GDP were publlshed a month ago. The ffgures being published
now include a revised estinate for lhe output measure of GDPr âs well as the
flrst publlshed flgunes for the lncome and expendfture measures fon the bhlrd
quanfer' along wlth ühe average estlmabe of GDP based on all ùhree measures.
There have been revislons to the GDP estlmates for the flrst half of 1985. An

advance copy of the press noülee is attached.
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$mary of GDP Grorrth Ftgurcs

2. The pabh of the av esüimate of GDP suggests fhat, afüer adJustment

for the coal slrlke, actlvity has fatlen a lfttle slnce the first quarter
of the year. However, the output measure of GDP, which ls the most rellable
lndlcator of short term movements in GDP, gives a sllghtty stronger pleture:
an upward movenenb in st,rike-adJusted GDP tn the seeond quanter and no change

fn the ühird quarter.

GDP IT{ 1985 03

Actual GDP Sürfke-Adlugüed GDP

Per cent chan8e on: Per cent change on:
1985Q2 1985Q1 1984a3 1985Q2 1985Qr 1984a3

GDP (A)

GDP (O) +
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+

+

+

+1
+ 1å

+3t
+3å

+

å

+2
+ztr0

3. Gnowth 1n the average neasure of GDP over the last two quartens has been

dragged down by the relalive weakness of the expenditune and income eetimates
of GDP. The path of CDP(E) this year has been distorted by the surge in
investment in bhe firsb quarter ahead of ühe reductlon Ín capftal allowances.
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4. GDP tn the thlrd quarter ls taken to have been unaffeefed by any

resfdual effects of the coaL strike. The chart below lllusùrabeg fhe paths

of acùua1 and slnlke-adJusted GDP slnee befone the start of the strlke.

ACTUAL AND ¡TilÍE-ADJU5TED 6DP (1910'100)
il
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GI'P slnee the laat Pealc

5. The avenage measure of GDP ln ùhe seeond quarùer of 1985 was 6 per cent
above lts prevfous cycllcal peak, reached 1n the second quarter of 1979; and

it was 121 per cent above the ürough reached tn the seeond quarter of 1981.

Over the 4$ years slnce the 1981 trough the rabe of GDp growth has averaged
2f per cent a year.
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CDP IIIDET 1980 PRICES

(Âverase Heasure)

1979

1 980

1 981

1982

1 983

1 984

1984 01

Q2

o3

o4

1985 Q1

Q2

a3
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GDP lÞflaüon

6. Growth 1n bhe GD

Level.

(1980 = 100)

102.4

1 00.0

98.5

1 00.4

103.7

106. 1

105.5

1 04.9

106.2

1 07.9

1 08.7

110.0

109.7

T t*.'t

Pencentage ehange

or a year earller

2.6%

- 2.31"

- 1.51,

1.9%

3.3',1"
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2.1%

2.0!"
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Pd üor has picked up thls year:

GDP deflaüon. oen cent on year vear earll-en

At factor cosü Ât narkeü orlceg

1 984

1 985 Q1

Q2

o3

Memo: MTFS assumptlon

for 1985-86
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The plck up in the GDP deflator partly reflects the shanp fall in lmport
prfces slnce the first quarter of the year. Beeause ühe GDP deflator measures

roughly speaklng, ühe margln between flnal prfees and imporù costs, a fall in
lnporl eosts tends to push up bhe GDP deflator for a penlod before flnal
prices catch up with the movement in impont costs.

Corponentg of Expendlture

7. Consunersr expenditure rose by almosù 1 pen cent in real terms between

the second and thlrd quarlers, following a 1å per cent rlse between the flrsb
and second quarùers. Spending on durable goods was parlfcutarly strong.
Total conaumersf expenditure was up 4 per cent - and spending on durables up

more than 12 per cent - in the fhird quarter of 1985 compared with the
cornesponding quarter of 1984. Sùockbuildlng and the real trade balanee both

made substantlal negative contributions to GDP growth in bhe third quarlen.

Gross domestic fixed capital formallon plcked up a libùle but was still well
below the firsb quarter level, refleetlng fhe surge ln investmenù ühat

oceurred ahead of the reduct,ion in capftal allowances. For the first thnee

quarters of 1985 as a whole, gross domestic fixed capital fornatlon was about

1 per eent up on the corresponding period of 1984.

Conpany Proflts

8. fndustrial and commerclal eompaniesf gross trading profibs net of stock
appreclatlon were about 20 per cent hlgher in bhe first three quarlers of 1985

than ln the comesponding perlod of 1984, though this eomparison Ls affected
by the lnelusion of Bribfsh Telecom pnofit in the figures for the more recent
perlod. North Sea profits have been fall1ng recently while pnofiüs of
non-North Sea companles have continued to rise. The CSO will provide more

debail on this when lhe ICCs press nolice ls published on 2 January.

1982

1 983

1 984

1985 Ql - a3

ICCg lradÍna Profltg f,et of Stock Âopreclatlon
I btllton (oer cenù change on orevfoug year)

33.9 16

40.8 21

50.6 24*

44.0 20*

r Affected by tnelusion of Britlsh Telecon.
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Revislona to GDP

9. The press notice conüafns a technlcal note üo editors whlch sets
nanges withln which he eventuaLly revlsed values of growth oven the last
and two years are llkely to lle, if past experience wlth revislons to
estimates is contlnued ln the future. The ranges quoted are:

ouL

one

GDP

Real GDP

ReaI GDP, strike adJusted

Money GDP

Money GDP, strike adJusted

Grorrth

1981a3 - 198503

3-5
1L- 3t
ei - 118

8å - 10å

Average Grorüh

r983Q3 - 1985a3

2L-
2L-
8[-
8t-

3i
38

ei
el

Âggesgnent

10. Clearly there has been some slowdown ln growüh slnee the beginnlng of
the year. However, ühere have been major distontions to the quarterly paüh

of GDP ln 1985, quite apart from the coal strike. North Sea output fell back

üemporarily over the sprfng and sumner - thls was worth about å per cent off
GDP growt,h betv¡een the first and third quarters. The 9 per cent fall in gross

domestic fixed capltal fornatfon between the flrst and third quarüers of the
year has also depressed GDP growt,h. Thus the strÍke adjusted GDP flgures give
a misleading pfcture of the underlytng trend in GDP

1 l. The weakness in e3 GDp was already apparent when lhe Autunn statemenl
forecast vras prepared and was taken account of ln the forecast. There are
signs of renewed growth in the fourth quarter - eg higher manufaeturlng
output - 1n october, a recovery in North sea output - and ühe

Autumn Stat,ement forecasb of 3å per eent GDP growth in 1 985 should st,lLl
be atùained.

-6-





Llne to lake

(a)

(b)

(c)

cof,rIDgrfllrL

GDP figures for first three quarters of 1 985 - 38 per cent up

on average on correspondlng perlod of 1984 - are consistent, wiüh

lhe Autumn Sbatement forecast of 3å per eent growth 1n 1g8/.{

There has been some slowdown this year, bub t,he flgures are

dislorted by the path of North Sea output and lhe special factors
affectlng investmenL. There are tentative signs of a pick up

in growth in the fourth quarter. And the output eslimate of GDP

- the most reliable short-term lndicator - has been significanlly
sbronger than the other estlmates.

Consumptlon is noving strongly ahead,

boom Ín durables spending.

with sfgns of a renewed

(d) The GDP flgures are more often than not revised upwards.

S J DAYTES
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GNOSS DOMESTIC PRODUCT IN THE THIRD QUARTER 1 985

Pnovlslonal esblmates of gross domestlc product (GDP) ab constant facbor
cost fon the thlnd quarter of 1985 suggesb that the þvel- of economlc actlvlty
was much the same as during the seeond quarter.

The thlrd quarter estimate for the average neasune of GDP was J-J! pen

cent higher bhan ln ùhe cornespondlng quarten of 1984. If broad allowance
1s made for the direct effects of bhe coaL dlspute on the earlLen perlod, the
lnerease over the same perlod 1s esblmaüed ab around 2 per cenb. (Flrst
estimates of growth r.ates are llable to be nevlsed ln the Llghb of tunbher
lnformatlon. See Nobes to Edltors for guidance on the llkely nange of re-
vlslons. )

ProvislonaL estlmates for the bhree broadly tr:dependenb measures of GDP

at consbant facbor cost (based on expåndlbune, lncome and output) show some-

what dlffering proflLes. The output-based measune ls considered the most

appropnlabe way of measurlng changes 1n the shont tenm and, after bnoad

allowance for the coal dlspute, thls lndlcaües lit,tte movemenb bebween the
seeond and thlnd quartens of 1985 and a rlse of neanly 2] per eent over the
year to bhe thþd quarter.

The average measure of GDP at eurnenb nanket pnices ("money GDPt') nose

9-9å per cent between the third quarters of 1984 and 1985. If alLowance ls
made for the coal dispute bhe lncnease was I per eent.

prepared by the Government Statistical Service
ütiiI





NATIONAL ACCOUNTS AGGREGATES

INDEX NUMBERS: SEASONALLY ADJUSTEDI

1980 = 100

Gross domestic product Nat i ona I
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1980 mark€t
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gross domestic
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market
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Average
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estimate
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1 Thesê estimstes are g¡ven to onè d€c¡mal plåce but this does not imply thåÎ they cån be rêgardèd as accurate to the last dig¡t shown.
2 lncome dsta deflatêd by the implied GDP deflator at faclor cosl.
3 Also known as the index ol totål home costs.
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The neal lncome of the Unlted Klngdom, as shown by gross natlonal dlspos-

abl-e lncome at consbant mankeb priees, lncreased by neanty 4 pen cent between

bhe third quanters of 1984 and 1985.

The lnerease compared wlbh a year earller ln bhe lnplLed faeton cosb GDP

deflator ('tlndex of total- home costs" ) was nearly 6 per cenb 1n the thind
quarter of 1985.

Esblmates of GDP at eurrenb and constant prices, of r"eaL natlonal dlspos-

able lneome and of the lmplled GDP deflators ane glven fn lndex number fonm on

page 2.

Exoend Iture at cunnent and eonsbanb 1980 pnices (lab1es A & B)

Ab curnenb prlees the expendlt,ure measure of gross domestic pnodueb ab

faetor eost, (GDP(E)), rose nearly 1 pen cenb ln the thlrd quarber pf 1985 bo

a level 10 per cenb hlgher lhan a year earller. At constanb 1980 prlces the
provlslonal flgures suggesb a fall of over å per eenb between the seeond and

thlrd quarters of 1985 follow1ng a rlse of sirnllar magnitude between bhe lLrst
two quartens of the yean. But the profT.le ls affeeted by bhe eoat dispute and

bhe uneven proftle of lnvestmenb; t,aking the flrsb bhree quarters of 1985

compared wlth the same penlod 1n 1984, and allowtng fon the coal dispute, bhe

lnerease fE 3-3å per cenb.

Ab consbant priees, consumerst expendlture lneneased by ræarly 1 pen cenb

in the bhtrd quarter of 1985 bo reach a þvel- 4 per eent above that of a year
earller. Further deballs are glven on page 5. General governmenb flnal
expendltune rþse by less bhan 1 per cent betlreen the second and lhlnd quarters
of 1985 and, compared wtth bhe thtrd quarber of 1984, lras unehanged. The

reeent quarberly path of fixed l-nvesbment nefl-ects some acceleratlon of elt-
pendlture lnto bhe flrsb quanter of 1985 ln antlclpablon of the reducbion ln
flrsb year capltal aLlowances 1n Apn1l. Flxed lnvesbment tn the thlrd quarten
of 1985 w as 2 per eent above the Low seeond quarber leveL. There râras a

furbher small additlon to sboeks ln the thlrd quarter of 1985, followfng the
resumed stockbull-dlng 1n the prevlous quarten. The balanee of overseas brade

1n goods and senvices fel1 baek somewhat ln the thlrd quanben fÞom the hfuh

baLance recorded 1n bhe second quarten. Exports fe1l by 4 per cent and

lmponbe by 2 pen eent.

-3-





fncome ab eurrenb rlces ble C

At cunnent prlces the lncome measune of gross domesblc produeb ab facbon

cost, (GDP(I)), rose some 8å per cenb 1n bhe lhlrd quarber of 1985 eompared

wlbh a year eanller. Ineome from employmenb lnereased by 9å pen cent over

the same penlod. The gross bnading surpluses of publf.c corporatlons furbher

recovened ln the thtnd quarter of 1985. (Comparlsonswlbh earller perlods are

affeeted by bhe eoal dlspube and the exeluslon of Briblsh Telecom slnce lts
prlvatlsablon ln Novemben 1984. ) Company proftts before deducblon of stock

appneclablon wene ttttle ehanged between the second and thfrd quarbers of 1985

and remalned 10 per cent below thelr finst quanter peak, neflecblng sharp

falLs ln Nonbh Sea oll- companfes' pnoflts. In the thtrd quanben total company

proflbs lrere 3å per cenb higher bhan a year eanLler (equlval-ent bo 2/ per

eent lowen 1f Brltish Telecon ls exeluded fþom the latest perlod).

llhen deflated by the lrnpLled lndex of bobat home costs GDP(I) rose by

neanly 3 pen cent bebween ühe bhtrd quarbers of 1984 and 1985 bub thls com-

parLson 1s affeeted by bhe eoal dlspute.

Output ab constant 1980 prlees (Table D)

The output measure of gross domestie product (GDP(0)) lncreased sl1ght,ly

between the seeond and thlrd quarters of 1985. The senvlce lndustrles eon-

tfnued bo gnow, w lth lncreases of 1! per cenb 1n disbrlbut,lon and com-

munlcatlon, bub oubput of the pnoducblon lndustnles fell sllghtly.

Although bhe coaL sbnlke had no lmpact on thlnd quanber output, 1b has

affecbed comparlsons wibh earller quanters. After adjustlng for the effeets
of the sbrlke, the oubput measune showed l1bble ehange between the second and

thtrd quarters of 1985 bub rose by near]-y 2$ per eenb between bhe bhtrd
quarbens of 1984 and 1985.
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Consumers I expendltune (Table E and F)

Ab a l1t,bl"e unden 1 per cenb, bhe nise 1n consumerar expendlbure ab

consbanb pnfces between bhe seeond and bhlrd quarters took spending !o a level
4 per cenb hlgher than fn the thlrd quarter of 1984.

trl ithtn bhe total, expendlbure on durable goods showed a 12 per cent
growbh oven the perlod; spending on bhe maln cabegonles of durable goods all
rose. The panblculanly sharp rlse of 17 per cent ln expendibure on vehleles

reflected a turbhen neeovery slnce the flnst quarter of 1985 followlng the
faLl- back 1n sales from the bhird quarter of 1984. Spendlng on food rose
rather more than 2 per cenb between the seeond and thtrd quarbers of 1985

after belng vlrbuaLly flat slnce the bhlnd quarber of 1984; over bhe same

perlod bhere has been lltble change in expendlture on dnlnk and tobacco.
Among obher goods, spendlng on eLothlng was unchanged between the seeond and

thtrd quarters of 1985 but was nearly 7 pen cent htgher bhan a year earLler;
bhere was a slnllâr growth 1n expendlture on energy pnoduets.

At current pnlees eonsumensr expenditure gneþr by 2 pen cent between the
second and third quarbers of 1985, and by 9 pen eent over the yean.

Average estimates of Eross domestie pnoduct (Table G )

A new tabLe, Table G, shows average estimates of GDP on foun bases (at
current market prices, current factor cost, eonstant markeb prlces and at
constanb facton cost) expresged bobh 1n fbillion and in lndex number fonm.
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NOTES TO EDTTORS

1. Although esblmabes of gross domesbic produet (Cpp) Uased on expendlture,
lncome and oubput should ln pnlnclple glve the eame resulb, ln praetlee thene
are ofben varlatlons between bhem. The output measure ls usually the besb
lndlcabon of quarten to quarter movements; for comparlsons over periods of a
yean or more the average of bhe bhree measures 1s prefenred. Invesbþatlons
contlnue tnto bhe dlscrepancles between gnowth fr the three measures.

2. In bhe lnterprebatlon of quarterly and annual- national accounts
esblmates, speclal abtentlon needs to be paid bo bhe hlgher marglns of ernor
atbaehlng to serles estlmated at constanb prlees when the rate of lnflablon
1s changing slgniflcanbly. Rapidly ehangfng exchange nabes may also affecb
the valuatlon of lntennablonal transactlons and the measuremenb of proflbs
denived fÞom them.

3. Mone detall-ed estlmates of natlonal lncome and expendlture up to the
bhird quarter, 1985, w111 be publfshed tn an antlcle 1n bhe January lssue of
Economlc Trends. They wlLl be based on laber data than ane avallable for this
press notlce and w ll"l- lneorporabe the estlmates of personal lneome and ex-
pendlture and of indusbrlal and eommerclaL companles' approprlablon accounb
whlch are scheduled for release on 6 January. The revlsed data ean be ob-
talned from the CSO Databank afber that date. The Dababank ls a collection
of maero-economle bime-serles sol-d bo the publ1e ln computen-readable form.
The servlee ls run on CSOfs behaLf by CISI Wharton. Furbher deballs can be
obbalned fro¡n CfSï $lharton, Ebuny Gabe, 2l Lower Beþrave Street, London SlllW
ONW, Telephone: 01-730 8171.

4. As usual- bhe commentany 1n the press notlee ls based enbirely on seasona-
Ly adjusbed data, as shown ln the attached tables. A f lndlcates bhab bhe
data are nelr or have been revlsed. The perlod so marked ts bhe earliesb i¡r
the eotumn to have been revlsed. If the t appeans against bhe flrst figure
ln a eol-umn, thts lmplles bhat eanller daba have also probably been revfsed.
Fþures for these earller perlods wlLl- be pubLtshed 1n the January issue of
Economle Trends or they can be obtained vla the CSO Dababank.

5. Technieal- note on revislons

Estimates of GDP are subject bo revlslon as more lnfonmablon becomes
avaiLable. Early esblmates are parblculanly uncertain. An anal-ysls of
nevlslons experlence, publlshed tn bhe July 1985 lssue of Eeonomle Tnends,
showed that nevislons bo gnowth rabes of GDP daba publlshed fon 1971 to 1979
lvere, on balance, upwards though not uniformLy so.

If past revlslons experlence were to eontlnue - and thts ts by no means
certaln slnce eomplLatlon methods are negularly revler¿ed and modlfled as
necessany - the analysis suggests a range wlthln whleh the eventually revlsed
vaLue of bhe growth nate ls l1keLy to 11e. The bable beLow shows the flrsb
estlmates of the growth nates of curnenb and consbanb prlce GDP (avenage
measure), together wlth the ranges wlbhln whlch the revlsed values mlghb be
expected to lle on two thlrds of oceaslons sone flve years afben first
publlcablon, bhat 1s, lf f\rbure revlslons are slmllar to the pasb.





Percenbage changes (at annual nabe) (1 )

Change between
the thtnd
quarbens of

1984 and 1985

Range
based on
pasf

expenienee

Change between
bhe thtrd
quartens of

1983 and 1985

Range
based on
pasb

experlence

Consbanb pnices

GDP - average measune
ab factor cosb

GDP - as above but afber
allowlng for the coal
dispube (2)

Cunrent prLces

GDP - average measure at
markeb pnices (3)

2

3t

e+

3-5

1t-3L

2*

2î

2¡à-3î

2*-3î

9i-114 7i 8+-er

GDP - as above but afben
allowing for the
coal dispute (2), (3)

8å- 1oå 7i 8t-et

(1) Flgures for growth rates based on lndlviduaL quarbers vany fÞom quanber
to quanter and do not repnesent the undenlylne nate of growth.

(2) Estlmabes of the effects of the eoal dlspute ane tentablve and
consequenbly gneater uncentalnty attaches to the ffgunes after allowfng
for the coal dlspute.

(3) The range shown ls based on bhe analysls of revislons appllcable bo GDP at,
currenü facbor cosb. It 1s unlfkel-y that the revlslons performance of GDP
at eurrent market prlces dfffered slgnlff.eantly fÞom that, ab facbor cosb.

I
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EXPENDITURE ON THE GROSS DOMESTIC PRODUCT - AT CURRENT PRICES

Seasonally adjusted

Final expenditure on goods and services at market prices

TABLE A

1980
1981

r982

1983

1984

1985

230 01 1

253 466+

276 041
300 1 13
318 085

287 729
314 141+

83 635+
85 743
86 192
88 575

136 995
1s2 245+

48 906
55 357

't6 802
17 040
17 705
18 073

GROSS DOMESTIC
PRODUCT

At market
prices

At factor
cost

Total
f inal
expenditure

Central
government

29 940
33 8s9

Local
authorities

Gross
domestic
fixed
capital
formation

10 633+
1t 207
11 679
11 894

Value of
physical
increase in
stocks and
work in
progress

4301-
249

-85 1

-1 133

Exports
of goods
and
services

63 115
67 905

lmports
of goods
and
services

Ê MILLION

Adjustment
to factor
cost

30 765
36 034

General government consumption

Consumers'
expenditure Total

982
983
984

84 145
85 816
87 038

73 178
74 2o,0
74 825

1 10 755
1 10 889
1 10 455

50 646
51 648
52 757

r1 560
1r 463
11 625

13 403
13 577
13 930
14 340

15 558
13 921
14 536

- 138
-498
- 120

261

-414
5't7
-22

22 135
22 213
22 942
25 080

21 134
22 400
23 428
25 323

26 610
25 073
23 417

40 627+
42 527
44 352

10 909
10 74'l
't1 204
11 498

10 967
'I 1 616
12 213

209
848+
296
274

630
402
623
872

199 246
217 ß2+

235 414
257 586
273 733

344 145
377 667
410 370

166 575
18t 93r
193 625

18 966
21 498

45 413
49 033
55 250

-1 305
673

-495

40 087+
41 040
42 056
43 392

5 574
5 783
5 916
6 053

17 852
18 267
18 088
18 873+

2+I 37 os6+
40 558
42 857

57 718
60 675+s+

875
I

-2
-2

588
44e+

4
4

26 491
26 494
24 637

73 080+
80 390
92 370

67 OO1+
68 346
69 230
71 464

s6 7e2+
58 498
58 934
61 190

63 298
62 740
65 140
66 408

3
6
6

6
9
2

60
65
69

14
14
15
15

18
18
18

40
20

33
80
20

s4e+

68 104
77 554
92 285

23 326
25 082
26 763

406
695
739
923

16 634+
17 397
16 962
17 111

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3

928
142
763
280

73
73
75
77

44 1r9
44 891
46 086
46 83s

16 355
16 214
16 323
16 748

6 r03
6 320
6 263
6 396

12 025
11 824
12 262
12 922

334
-213
359
193

19 658
19 587
20 039
21 106

9
9
9
9

ro
I

10
10

10
I

10
10

10
10
10
10

059
197
304
4e6+

252
894
o60
352

6
6
6
6

6
6
6

18 563
19 161
19 306
20 524

78 445
78 228
79 315
82 097

67 536
67 487
68 111
70 599

579
628
743
420

47 377
48 296
48 286
49 666

10 396
to 345
10 966
11 150

491
303
o69
804

92
92
95
97

99
oo
o2
07

4+I474
846
922

309
547





EXPENDITURE ON THE GROSS DOMESTIC PRODUCT - AT 1980 PRICES

Seasonally adjusted

Final expenditure on goods and,serv¡ces at market prices

TABLË B

1980
1981

1982

1983

1984

1985

30 01r

s7 4O4+
57 279
57 087
58 233

287 729
282 720+

GROSS DOMESTIC
PRODUCT

At market
prices

At factor
cost

199 246
196 sel+

49 792+
49 669
49 416
50 so6

Total
final
expenditure

Central
government

907
175

Local
authorities

Gross
domestic
f ixed
capital
formation

41 588
37 708+

e 48s+
I 939

10 324
ro 374

Value of
physical
increase in
stocks and
work in
progfess

lmports
of goods
and
services

E MILLION

Adjustment
to lactor
cost

30
30

765
211

30 620
31 576
32 854+

7 818
7 803
7 926
8 029

I 119+
8 229
I 170
I 336

General government consumption Exports
of goods
and
services

84+
63 115
62 o42

57 718
s5 918+

14 s61+
15 110
14 582
14 491

15 004
15 361
15 543
16 215

Consumers'
expenditure Total

2
2

875
4802+26

136 99s
136 51r+

48 906
48 943+

29 940
30 144

18 966
18 799+

-2
-2

982
983
984

230 003
237 947
242 148

288 747
300 070
310 116

199 383
206 371
209 294

137 596
142 820
145 074

49 360
50 237
50 879

30
30
3r

18 966
19 330
19 704

40 122
41 936
45 361

-1 121
673

-142

58 744
62 123
67 968

62 790+
64 404
68 944

t5 681+

3e4+

737
705
820
913

036
8s9
9s3

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3

7 1 96s+
72 389
71 669
72 724

33 97ûl-
34 064
34 501
35 061

36 626
37 227
37 555

t2 328+
12 232
12 318
12 482

7
7
7
7

4
4
4
4

4
4
4

630
534
s72+
658

76
76
76
77

59
54
57

r84
186
179

441
230
426
839

10
10
10
10

6e8+
698
746
824

sol+
237

-893
-966

17
19
73

12
10
71
27

59 354
58 625
59 723
60 245

51 536
50 822
51 797
52 216

74 358
73 986
75 266
76 460

35 148
35 419
36 064
36 r89

12 528
12 521
't2 532
12 656

7 712
7 673
7 721
7 801

4 816
4 848
4 811
4 855

267
-28
241
193

15 974
15 844
16 003
r6 583

60 512
60 028
60 053
61 555

s2 393
51 799
51 883
53 219

76 689
76 823
77'-t16
79 488

36 062
36 284
36 102
36 626

4 827
4 937
5 016
4 924

172
371
360
458

-72
-3 13
- 159

402

16 963
16 839
16 977
r8 165

16 177
16 795
17 063
17 933

53 887
54 227
53 865

79 863
79 907
79 517

12 862
12 713
12 819

12 249
10 928
11 133

-300
415

82

¿o
24
28

17 894
17 539
17 241

I 082
I 141
I 411

6
62
62

7
7
7
7

I
7
7

564
642
836
837

2
2
2
2

969
368
276

826
854
866





FACTOR INCOMES IN THE GBOSS NATIONAL PRODUCT
AT CURRENT PRICES

Seasonally adjusted

TABLE C Ê MtLLtOl{

Memorandum items

GROSS NATIONAL
PRODUCT
(expenditure-ba sed I

At market
prices

229 792
2s4 416+

At factor
cost

199 027
218 382+

236 472
260 017
277 073

Net
property
income
from
abroad

1 0s8+
2 431
3 340

- l04+
325
302
535

Residual
efror

-2 302
-1 927
-5 626

GROSS
DOMESTIC
PRODUCT Total
(INCOME domestic
-BASEDI income

Gross trading profits or surplus

Public
Comp- corpor-
anies(1),(51 ationsl5l

Company
prof its
net of
stock app-
reciation

lndustrial & com-
mercial companies
trading profits(31

gross net(41

lncome
from
employ-
ment

General
government Other
enterprises income{2)

LESS
Stock
aprrrec-
iation

1980
1981

1 982
1983
1984

277 099
302 544
321 425

1 66 897+
2 68 671
3 69 532
4 71 999

s6 688+
58 823
59 236
61 725

237 7 16
259 513
279 3s9

242 053
264 544
284 854

r37 3s3
148 194

6161
7 752

58 145 33 985
69 997+ 40 646+
80 439 48 349

11 249rl 3r5
12 401
13 384

I 229
9 881+
I 479

40 58r
44 096
47 838

-219
950

- 138+
343

199 384+
217 089

s6 8ee+
59 437
60 234
61 146

68 093
68 366
70 602
72 298

74 098
75 774
76 757

206 1 16+
223 151

s7 99rl
60 203
6't 297
62 s63

69 281
69 8rS
71 751
74 003

365
202
182
730

-50
.-6s+
-43
-93

11 606
11 808
12 057
't2 367

188
453
149
705

10 272
10 036
11 422
l2 016

'r2 765
12 983
l4 188
15 257

26 045
29 215+

33 855
40 831
50 590

7 288+
I 697
I 733
9 137

11 788
11 704
13 209
13 889

31 567
34 244

29 a24
29 760

32
55

33 446+
37 290

6 732
6 062+

23 5A2
24 731+

12 965
12 678
12 300

113
-76

-2s 1+

4
5
5

337
03 1

495

09r
766
063
417

813
650
470
595

30 525
36 528
43 746

I
I
I
9

37 315
44 949+
s5 193

10 412
10 709+
11 797
12 031

9 651
9 627

10 620
10 933

1 982

1985 1 84 8942 86 53s3 87 919

38 776
39 388
39 694
40 287

2 224
2 187
2 450
2 368

1983 r 74 563
2 73 404
3 76 688
4 77 889

63 933
63 002
66 065
67 017

635
262
92s
609

106
-1 224

-39s
-414

63 192
63 964
65 535
66 822

64 134
65 345
66 928
68 r37

41 421+
42 175
42 805
43 596

9 574
9 732+

10 647
10 693

2 4s3+
2 580
2 349
2 499

-26
-21
-8

-21

10 7't2
10 879
1t 135
l1 370

942
381
393
315

1984 1 79 003
2 79 099
3 80 232
4 83 091

68 094
68 358
69 028
71 593

558
871
917
994

-557
-879

-2 491
-1 699

44 111
44 559
45 154
46 615

73 927
74 9r9
75 706

749
719
881

-920
-1 574
-1 932

75 726
76 036
77 498

47 5r3
48 453
49 422

14 283
r2 9r9
r2 836

200
846
't02

12 599
12 877
r3 143

1 628
262
741

16 233
't4 944
14 936

- l07+
-939

-1 300
44

I le+
a27
266
469

I
10
10
10

120
s63
884
4 t8

7
I
I
9

51
38

3
21

6 323+
7 857
7 968
8 377

B O85
I 403
I 649

10 178

+

2
2
2
1

1

1

2

131
-s9
-5

't4 915
14 703
14 400

(l) lncluding financial institutions.
{21 lncome lrom rent, self employment and imputed charge for consumption of non-trading capital.
(31 Excluding financiaf companies and institutions. Their contribution to the gross national product is measured as the difference between bank

charges, commissions, etc, on the one hand and the management expenses on the other, and is negative.
(41 Gross trading profits net of stock appreciation.
{51 The figures reflect the privatisation of British Telecom with effect from 28 November 1984.





INDEX NUMBERS OF OUTPUT AT CONSTANT FAC'TOR COST

Seasonally ad¡usted

Production

1980 = 100TABLE D

1 980
Weights

GROSS
DOMESTIC
PRODUCT

1000

Agriculture
forestry
and fishing

22

111.O
106. s+
119. 1

109
112
112
111

Total
production
and
construct¡on

424

Energy and
water supply

95

I lo.o
r 15.9
110. l+

Manufacturing
(revised
definition)

266

Construction

63

Distribution
hotels and
catering;
repairs

128

Transport
and
communicalion

72

Total

361

Other

354

1980
r98 1

1 982
1983
r984

oo
95

97
oo
o2

96
97
98
97

99
99
02
o3

05
07
o6

o
4

100
102

r06
104
105
110

100.o
98.3

100.1
103. 1

106.2

99.2
loo.o
100.5+
roo.8

rol .8
102. 1

103.8
104.9

105.5
105.5
106.4
107.4

108.6
109.9
1 10.2

o
6

3
9
4

100.o
94.O

94.2
96.9

1OO.7+

o
I

oo
o3

o
6

oo
96

97
98
99
98

104.3+
102.4
102.4
103.5

oo
o3
o6

100.o
89.9

91.6
9s.3
98.6

89. r
90.6
92.6
943

93.7
92.1
97 .7
97 .8

97.O
98. r

100.5
98.7

99.3
100. 2f
100. 2

too.o
e8. 1+

100.o
ee.3+

ee+
loo
9B
99

o
2
9

100
o

o
1

103.o1-
105.7
l09. 5

98.4
101.9
103. 1

98.9
102 .4
106.7

1982

1983

1984

1985

1

2
3
4

I
2
3
4

1

2
ó
4

1

2
3

I
5
1

7

4
1

o
1

2+
7
1

I
1

o
6

4
7
I
3

4
4
8
I

104.6
109.4
113.2
112.9

99
99

lOl+
lol

102+
103
103
104

94.8
94.9
94 .0
93. 1

9s. I
95.5
97 .4
98.7

e9.7+
100.3
101 .3
101 .3

102.7
r03_5
102.8

115
119
121
120

103
'to1

102
't02

100
100
102
103

1l
11
11
1l

102
102
104
105

101
102
102
104

105
r06
107
109

3.1
4.3
7.6
8.4

5.2
1.4
1.6

1 17.3+
108. r
105.4
109. 7

105
l05
108
110

t05
t05
106
107

108
109
110
111

120
120
121+

r06.0
108.2
107.8

11
12
12

109
110
111

1t1
112
113

112
112
113





CONSUMERS' EXPENDITURE AT CURRENT PRICES

Seasonally adjusted

Other goods

TAELE E

r984

1985

Total
consumers'
expend-
iture

Durable goods

Total

Cars,
motof
cycles
and
other
vehicles

Other
durable
goods

Food
(house-
hold
expend-
iturel

22 873
24 170

25 590
27 287
28 448

Clothing
other
than
footwear

Energy
products

Services

Rent,
rates
and
water

Ê MILLION

Other
services

llt

10 2æ+
10 455
10 790
1r 066

Furnl-
ture
and
f loor
cover-
ings

Other
goods

1980
1981 6+

6 661
6 792+

1982
1983
r984

166 575
181 93 r
193 625

52
41
41

7 351
I 136
I s36

227
109
404
396

355
507
204
470

303
699
907

3 698
4 116
4 392

4 403
4 989
5 313

r982 40 O87+
41 040
42 056
43 392

1983

067
074
'I r5
136

7 067
7 1BO
7 044
7 157

1 622
1 629
r 668
1 703

2 524
2 625
2 706
2 764

595
633
649
662

4 287
4 211
4 190
4 241

1 128
1 150
1 187

371
397
461

2 057
2 026
2 056

Footwear charges

B 103
8 318

10 957
13 367

14 370
15 556

16 044
19 465

386+
s89
s65

3s6+
533
696
801

4 0901-
4 129
4 246
4 346

4 7't1
4 919
4 998
5 .154

674
686
690

2 850
2 975
3 00r

4 611
4 642
4 736

5 192
5 381
5 472

6 441
6 612
6 694

13 333
13 332
13 548

225
575
873
o17

298
603
6ro
953

136 99s
152 24s+

3
3

29
36

4
5

3
3

67
22

s69+
662
930
291

313
t4

4
5

5
6
6

'r 884
1 885
1 934
2 030

s83
898

0.24+
055
140
184

260
295
316
442

5 320
5 970

6 45r
7 140
7 733

Beer

Other
alcoholic
drink

675
694
720

Tobacco

4 822
5 515

634
183

553
232
683

337+

388
453

485
s36
569
642

636
669
692
686

7+
439
62

760
848

574
690
464

36+
82

34
38

42
46
50

11
11
11
12

12
12
12
12

071
066
160
268

22
23
24

5
5
5
5

6
6
6
6

802
246
555

154
18 2
192

3
3
3
4

4
5
5

377
296
286
666

47
48
48
49

5 882
6 208
6 622+

I 854
I 782

lo 6t9

2 067
2 312
2 s39

14 955
16 214
16 929

1 66s+
1 711
1 852
2 123

880
8e6+
938
984

6 272+
6 512
6 327
6 479

2 168+
2 172
2 226
2 288

5 13+
501
516
537

s67+
625
610
649

3
3
3
3

+484
645
860
966

424
501
595
716

168
182
197

4
4
4
4

1

2
3
4

1

2
3
4

I
2
3
4

1

2
3

44 119
44 891
46 086
46 835

4 424
4 382
4 663
4 772

993
03B
023
062

204
235
236
314

742
704
864
830

2 348
2 423
2 472
2 539

551
577
586
598

3 92!
4 146
4 085
4 062

5 877
5 838
5 914
5 960

6 587
6 671
6 920
7 109

468+
43r
467
5r6

535
s38
545
590

375

4 682
4 876
4 635
5 048

2
2
2
2

2
2
2
2

2
2
2

50 646
51 648
52 757

76
20
13

72
73
75

735
734
772

lll lncluding the adjustments for international travel, etc. and final expenditure by pr¡vate non-profit-making bodies.





CONSUMERS' EXPENDITURE AT 1980 PRICES

Seasonally adjusted

Other goods

TABLE F

1 982

r983

1984

1985

Total
consumers'
expend-
iture

Durable goods

Total

Cars,
motor
cycles
and
other
vehicles

Furnl-
ture
and
floor
cover-
ings

424
694
749

Other
durable
goods

Food
(house-
hold
expend-
iturel

Other
alcoholic
drink

Services

Rent,
rates
and
water

Ê MILLION

Other
services

(r I

34 720
3s 756
36 671

8 6221
I 596
I 720
I 782

Beer Tobacco

Clothing
other
than
footwear

Other
goods

I
8

103
105

charges

'I 760
1 692

10 957
10 992

16 044
16 279

34 439
34 4s8+

Energy
Footwear products

11 038'I1 r29
I 1 23e+

4
4

1980
198 1

3 429
3 376

3 s83
3 803

22 873
22 676

5 320
5 000

4 634
4 612

ls82
1983
1984

14 475
16 623
16 6s6

6 792
8131
7 747

4 259
4 798
5 160

22 587
23 0r9
22 739

4 825
4 914
4 943

4 545
4 816
5 040

I 330I 872I 359

I 811
1 951
2 057

525
577
733
957

5 597
5 694
5 618
5 678

129
128
119
169

056
025
020
027

2 072
2 055
2 084
2 119

453
441
451
466

2 73',1
2 727
2 788
2 792

r36
136

137
142
r45

æ e7ûl-
34 064
34 50r
35 061

36 062
36 284
36 102
36 626

36 626
37 227
37 555

13 673
13 7S9+

3 346
3 427
3 702
4 000

96
4 053
4 265

4 0s3+
4 308
4 549

995
1 019

6 661
6 61ûl-

99s
s11+

596
820
074

4
4

4
4
3

22
70

128

I
4

083
944

370
438

6233
3
3

14
14
15

3
3
3
3

s+9
16 s14+
16 742
16 969

los+
123
136
150

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3

457

653
620
670
680

42
42
42
42
4
4
4

2
2
2
2

489
517
523
528

31
58
76+

2
2
2

240
207
206+

I
2
1

1

1

1

2

826
831
867
900

02
43

206
228
193
198

4
4
4
4

4
4
4
4

35 148
35 419
36 064
36 189

4 092
3 998
4 272
4 261

2 029
1 882
2 r69
2 051

904
933
917
940

159
183
186
270

223
187
277
227

173
'187

201
255

1018
1 029
t o13
r 023

468
489
495
499

2 734
2 847
2 783
2 765

3 702
3 692
3 723
3 7e8+

928
922
941
958

219
250
281
410

239
224
228
252

2 468
2 535
2 536+

2 934
2 902
2 962

863
80rl-
783
793

3 884
3 9s4
3 981

1 233
1 260
1 278
1 269

1 020
974
974
976

2 259
2 315
2 376
2 409

3 747
3 859
3 884
3 967

l4
72
48
37

5
5
5
5

5
5
5
5

5
5
5

995
024
831
897

7e6+
998
146

696
699
796
828

743
731
603
662

666
683
8201

159
209
233
271

2
2
2
2

344
592
426

I
I
I
9

91
919r
92
I
9
9

164
179
193
206

13
36
52
68

281
293

719
903
078
056

4
4

42

949
9s2
e78+

338
3s8+
425

971
e60-l-
957

524
535
s33+ 309

l1l lncluding the adjustments for international travel, etc. and final expenditure by private non-profit-making bodies.





NATIONAL ACCOUNTS AGGREGATES (1)

TABLE G

1980
1981

Seasonally adjusted
1982

1983

1984

Gross domestic product (average estimatesl

Ê billion lndex numbers : 1980=100

At
current
market
prices

230.ûl-
253. 1

66

At
current
factor
cost

199.3
217 .1+

56.7+
s8.9
s9.6
61.1

1980 prices

At
constant
market
prices

At
constant
factor
cost

At
current
market
prices

AT
current
factor
cost

1980 prices

At
constant
market
prices

At
constant
factor
cost

e8. s+
o100100. o

e8. s+

120.3+
130.6
139.5

200
206
211

230.1
226.5+

230.7
238.3
244.3

se.7+
100.3
100.3
101.1

ee.6+
100.1
'too. 2
101.O

1 16.3+
1 19.5
121.6
124.O

4e"7+
50.o
50. o
50.4

68
69
7

5
2
2
o

2
4
7

199.3
196.3+

'|

7
5

52.6
52.3
52.9
53.8

54.2
54.8
54 -7

100.0
110.O

100
103
106

o
9

s.8+
8.2
9"7
2.6

100
ro8

3
6
2

102.6
102.5
104. O
105.O

105
105
106
108

108
109
109

1982
1983
1984

276.8
300.3
321.O

2
I
6

I
2
2
6

6
o
o

236
257
276

62
63
65
66

73
75
76

1 18. 5+
129.4
138.8

1

7
4
1

36
36
39
43

4
7
1

oo
o3
o6

105
104
106
107

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3

I
o
2

73
73
75
77

84
86
88

78.7
78.8
80. 7
82.8

67.8
68. 1

69.4
7't .3

s7.3+
57 .6
57 .6
58. 1

59.0
59. O
59"8
60.4

60. 7
60.5
61.1
62. f

e+
7
I
3

6
5
I
4

1t
11
11
12

51.2
51.2
51.9
52.4

127 .9
127 .9
131.9
134.6

126. 3
126. I
130.9
133.6

102.
1o2.
104.
105.

136.8
137. 1

140.2
144.O

147 .7
150.5
152.4

108.7
't10.0
109.7

I
7
1

1

5
9
2
I

1985

(1) These estimates are given to one decimal place but this does not imply that they can be regarded as accurate to the last digit shown.

o
5
3

47
50
53

62.2
63. O
63. 1
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FROM:

DAÎE:

A W KUCZYS

16 December 1985

cc Þtiss OrMara
Mr Vernon

I,IRKMANSELL.CSO

INDBX OF OUTPT'T OF ffiB PRODT'CTIOI| IÌ|I'T'STRIBS

The Chancellor iras grateful for your note of 19 November. tle is
pJ-eased to note that work is now welL in hand to correct the present

downward bias - he hopes this can be implenented very soon.

cN;r-
A W KUCZYS
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MR KUCZYS
Ps/chancellor of the Exchequer

rl

cc PS/chief Secretary
Ps/Financial Secretary
Ps/Minister of State
PS,/Economic S ecretary
Sir P Middleton
Sir T Burns
Mr Cassell
Mr Monck
Mr H P Evans
Mr Scho]ar
Mr Cúlpin
Miss OtMara
Mr Cropper
Mr H Dariies
Mr Lord
Mr Vernon
Mr Fl-axen - CSO

Mr Kingaby - CSO

Mr Lang - CSO
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TNDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - SEPTE¡{BER I9B5

l. As my Branch i-n CSO compiles the index of production (TOP), I am responding
to your minute of 13 Novemlcer to Mr Vernon about revisions to the index.

2. Historically, while the IOP was never revised systemetically to any marked
extent, the position seems to have changed during the last two years. Over this
period, revisions, which essential-ly relate to the manufacturing series, have been
generalllz upwards but have varied widely in their size. A considerable amount of
investigative work has been undertaken by CSO, and also by BSO and DTI, to try to
track down the reasons for the revisions, and to make some alfowance for them.
fmprovements are currently being made to the estimation process for the index,
while some enhancement has recently been made to the monthly sample. Both of these
developments shouÌd reduce the extent of revisions.

3. Vlhile the main aim is to improve the basic data, earlier this year' as an
interim measure, we introduced a series of bias adjustments to the fi-gures for the
most recent months, based largely on the recent pattern of revisions. This
approach was subsequently modified and the all-owance currently made is an upvrards
adjustment of % per cent solely to the latest month.

4. Later experience has shown this approach to be less than adequate. Recently
CSO has been endeavouring to establish an improved metTrodology for bias adjustment
based on the provisionaf estimates together with data from the CBT inquiry. A note
on a proposed new system will shortly be put to interested Departments, includingi
Treasury. If agreement on the scheme can be reached the aim would be to implement
it in the next month or so. Fhe long-term aim is, of course, to improve tJre
quality of the basic data so that such adjustments are unnecessary.

KY-
K MANSELL
19 November 1985
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CONFIDENTIAL

ItR lrERtfotg cc PS/Chief Secretary
PS,/Financial Secretary
PSlMinister of State
PS/Economic Secretary
Sir P Middleton
Sir T Burns
Mr Cassell
Mr Monck
Mi H P Evans
Mr Scholar
t'lr Culpin
It{iss OrMara
Mr Cropper
Mr H Davies
Mr Lord
Mr Mansell - CSO
Mr Kingaby - CSO
Mr Lang - CSO

IT{DEX OF OUTPUT OF TNB PRODI'CTION INDUSTRIES - SEPTEþI8¡ER T.985

The Chancellor !'ras gratef ul for your note of 12 November. He

is, however, concerned at the stay these figures keeP having to
t.¡üisbe revised uÞ/.- -lte has asked whether it would be possible for the

L
CSO to make an appropriate adjustment when publishing the
original figures?

ß1{ ù+L
reart*ic lc<

iläHi l,**åY:irf ,,f¡/'o)d

drr-
A W KUCZYS
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PERSONAL AND CONETDENTIAL

rmtil 1l.30am Wednesday 13 November
then UNCLASSIEIED

1. MISS

Z. CHANCELLOR

y{"o*o

FROM: K VERNON
, DATE: 12 NOVEMBER 1985

%^\#ffiufl4*"/o*r<äàã"#*it-ii- F,iffiï:""'#,"",
OF THE EXCHEQUER 

^ -r lx.ío-Q- Minister of State
n1 q *'*t lëå",*v'ffY 3,:'Ë:äîJi.ï,:11î
Mñìt 

"q2- 
sir Terence BurnslWm Mr casseu

M 1

'11^
()/ v

Mr Monck
Mr Burgner
Mr H P Evans
Mr Scholar
Mr Shaw
Mr Culpin
Mr Davies
Mr Aaronson
Mr Naisbitt
Mr Pickering
Mr Dyer (+1 for No 10)
I\4r King
Mr Cropper
Mr H Davies
Mr Lord
lrlr Mansell - CSO
Mr Kingaby - CSO
Mr Lang - CSO
HB/02

t\t
{,

þ |-q

INDEX OF OUTPUT OF TI{E PRODIICTION INDUSTRIES - SEPTEMBER 1985

This will be published at 11.30am on Wednesdayr 13 November.

Z. The index of production fetl å per cent in the third quarter of this year but was 5å per

cent higher than a year ago. Within production, manufacturing output also fell by å per cent

in the third quarter.

3. Between August and September the index of production rose by 1å per cent.

I\¡fanufacturing output was broadly unchanged but output of the energy and water supply

industries rose by 5 per cent as oil and gas extraction recovered from the depressed levels of

recent months.





PERSONAL AND CONEIDENTHL
tmtil 1l.30am Wednesday 13 November

then UNCLASSIEIED

4. Recent movements

percentage changes

Index of Production

within which:

Manufacturing

Energy and \üater

1985Q3
on

1985Q2.
a-z

1z

0

198503
on

1984Q3

+5t

September
on

August

+1 å

0

+5

+1å

+15 å

underlying figures

adjusted for coal strike:
ïndex of Production

Manufacturing output

l.-2
1
z

+Z

+7î
+1 å

0

5. The CSO Press Notice will state that the effects of the coal strike on the level of
industrial production were negligible in the third quarter compared with å per cent in the

second quarter.

6. Though tentative estimates show a small decline in manufacturing output in the third
quarter, revised (and more firmly based) figures for earlíer periods now show good growth of

t per cent between the first two quarters of this year. Manufacturing output in the first
three quarters of the year currently shows 2t per cent growth on the same period of 1984.

7. Upward revisions to manufacturing output have worked through to the index of
production. In the third quarter this rose above the 1979 average level for the first time
since 1'979 - by å per cent-but was still l per cent below the 19?9QZ peak.

Industrial detail

8. (a) North Sea oil and gas extraction rose by 5 per cent in September to match

January's record level. September's increase represents a recovery from recent

levels which had been depressed by greater than usual maintenance work.

(b) Chemicals and Electrical and fnstrument Engineering output fell significantly in
the third quarter and are no longer showing good year on year growth. However

motor vehicle output and textile output grew in the third quarter - and were up

9 per cent and 6 per cent respectively on the third quarter of 1984.





PERSONAL AND CONETDENTIAL
until 11.30am Iilednesday 13 November

then IINCLASSIEIED

As. xment

9. Manufacturing output rose strongly throughout 1984. Earlier assessments suggestecl

that output had been flat since the first quarter of 1985 but upward revisions now show that

growth continued into the first half of the year. Given the recent upward pattern of

revisions, third quarter estimates showing a small fall in manufacturing output must be

discounted to some extent. The current assessment therefore is that manufacturing output

continues to grow in underlying terms.

10. Press comment is likely to be more favourable than in recent months and could

indicate that manufacturing output has continued to grow at least until the second quarter

of this year.

11. Grorvth of manufacturing output so far in 1985 - up 2å per cent in the first three

quarters of the same period last year - suggests that the Industry Act Forecast of Zt per

cent growth for 1985 should be comfortably achieved.

Lines to take

12. Possible lines to take for IDT are:

13. (i) Industrial production increased by 5* per cent in the year to the third quarter.

Allowing for recovery from the coal strike this annual growth was Z per cent.

(ii) Manufacturing output has shown good growth well into 1985. Current estimate

of output for Q3 shows small fall from Q2, but is liable to revision which on the

basis of recent experience could be upward. Best assessment is that
manufacturing output continues to grow in underlying terms.

(iii) The Industry Act Forecast projects manufacturing output growth of. Zl per cent

in both 1985 and 198ó. This will impty uninterrupted growth since 1981 - longest

period since 7973. INB CBI forecast 3 per cent growth ín 1985.]

il1"^

K VERNON
EB





PEngts- åo cüfl0efi!ât
until ll.gla, lffitesda/ 13 llovenber

TAfi."E I

{ilTHII ttr pRmrrl$ grÐ C¡NSTHgrlü{ $Ð{F"rRlES

1980 = 100, sea:onaliv adjuEted

1979

1980

1981

198e

1983

1984

10tr .5

100 .0
1n? q

1It.0
trE o

110.1

Production *
(Divisions 1-4) *

10i.1
100,0

96.6

98,4
101.9
103.1

1B?.8
ln? q

104.3 R

10?.3
10?,4
103.5
1t6,0
108.3 R

107.9

Energy and

l.later Suplly

{0ivision 1.}

I'larruf aetur i ng

{0içisions 2-4)

109.5
100 ,0
qan

1.1.¿

96,9
100 .6

97.4
qa?
qq7

100.2 R

tñt â

TUT.J N

i0a. 7

103.5 R

1n2 n

100 .3

101.6
102.0
100.6 R

Ìn! ?

tn, I p

18?,e R

în? ? Þ

1 tt3,5
1nî 'r Q

i02.7 R

104.5 R

102.4 R

1û3,4 R

103,2

-nE

1',

tonstruct ! on

(0ivision 5)

1t5,8
100 .0
ooo

9i,6

9Ð.8

977
q?a

97.0
qal

100.5
98,7
99,3

100.i

0.8

?.0

8,3

983 Q3

ná
qed ní

n,)

Q3

Q4

985 Ql

Q2

n?

T

I

1
I

1984 July
August

Sep tember

[tctober
November

December

January

1985 February
l'f¡reh
April
I'lay

June

July
August

Sep tember

101 .8

102. t
1nî ?

103,2 R

103.3
1û4,0

105.5 R

105,e R

187,1

1T7,6

118,4
LL7,?
rrìÕ IÁUUr¡

1û5.4 R

tnc 7

4nE 4
IIJ.¿

Iel.4 R

12T,7

106. B

1t3. 2
i06.9
i 1û,5
109.2
109. 4

115.1 R

113.3
't'?? I
121.4 R

1e4.1 R

rte 7 p

120.6 R

119,1 R

125,4

0.¿

rc q

19.3

:,6.9

108.1 R

108,4 R

108.3 R

107,2 R

107,5 R

109.1

I changes

L¡teet 3 months on preuious 3 months -0.3

Latest 3 months on year earlier 5.4

Latest 3 months on 1981 01 (trough)
+

Latest 3 months on 1979 Q2 (peak)

I11't? i

-r.2 -8 .4

:::::
* tlithin the total 'production' index energy and waÌer supply industries ðcc0unts for 26 per centt

and manufacturing for the renaining 74 per cent

'R' signifies reuised figure * Energy Ê l.lster Supply peak is 1979 Q3

-6 ,6
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flfTruT {F PßÍTXETIOI IHO{ TR¡TS HütffS IN OETA¡L

Percentsge change, latest 3 months* on:

Total Production tndustries

Energy t l.later Supply

o.l.¡. extråctioß of oil t gas

coal and coke

Total fl¡nufacturing
o .r., . lletal s

0ther minerals t
Chefiicals tand man-

made fibres)
Engi neer i ng

Food, drink, tobacco

Textiles etc.
0ther il

Preu i ous

3 months

-0.3

$ane

3 months

last year

5.4

t5 q

2A
i. Jb, ¿

t7
s.$

1q

8.2
-0 .6
12.9

1981 Ql
(trough of autput of

production induEtries)

t? q

rq I
t1 |

-18.1

11 ,1

19.8
3.9

t1 .7

-nq
-0 ,3
-1 ,0
-2.4

-0 .9
0.5
2.9

3

I
I
4

3

-!.
I

-0

15.2
0.5

tt o¿À.U

4.0

* Jüly, August t September 1985

t l,lainly building materials
++ Paper, printing, publishing, timber, furniture, ruÞber, plastics





113

1r2
111

110
10s

108
107
100

10s
10.t
10¡
102

101

100
e9
9E

Q7

e6

95
94
93

e2

QUARTERLY INDH( NUMEERS OF OUTFUT
1gfiQ=100

1S81 1â8¡

+ monufootur¡ng

Ê79 1 p8S

- 

prroduotion





PERSONAL AND CONFIDE¡flTIAL UNIIL 11.3O AM ON V1]EÐNESDAY 13 NOVEMBER 1985 A}üD THEREANTER RESTR,ICTED

JO64I

MR D NOR@O\TE
Prime Ministerrs office

INDEX OF OIITPUT OF THE PRODUCTION INÐUSTRIES - SEPTEMBER I9B5

The provisional index of output of the production industries for September 1985 will
be issued at It.3O am on lrlednesday 13 Novemicer. A copy of the Press Notice is
attached.

I;atest figures

The September l9B5 output index of all production industries, that is energry (including
coal) and manufacturing, is provisionalty estimated at lO9.I (I98O=IOO, seasonally
adjusted), up IL per cent on August. For manufacturing the index was 103.2 similar to
August. In the third quarter, output of the production industries was L per cent lower
than in the previous quarter and manufacturing output was also down t per cent. Some

industry detait is given in the attached table.

Assessment

Manufacturing output grew sÈeadily during 1984 and for the first half of this year
(and was up g per cent between the second guarÈers of l9B4 and 1985). While tJ:e more
provisional figures for the tÏ¡ird quarter show a small fall, the underlying position
is more favourable.

Oil ex'uracÈion was low between June and August, duè to maintenance work, but recovered
strongly in September.

Output of the production industries in the latest quarter was I3l: per cent higher than
at its trough in the first quarter of 198I.

Revisions

The index of output of the production industríes has been revised upwards by I per cent
in July and b per cent in August on receipt of later information.

Impact of the disput e in the coal mininq industrv

In terms of the quarterly comparisons in tJe Press Notice, the after-effect of the
dispute on production industries in the latest quarter was negligible, and v¡as L per cent
in the second quarter. In the third quarter of L984, the impact of the dispute was
3L per cenc.

Fígures for October

Figures for October are scheduled for prùIication on Monday 16 Decenber 1985.

K MANSELL

Central Statistical Office
12 November 1985

L

þ),

\





Table A

Copy tte. L
PERSONAL AND CONFIDENTIAL untit release Of Pness NOtice at '11.30 am on November 13 1985 and thereafter unclassified

lndex of output of the pnoduction industries 1980=100

SUMMARY Tota l
product j on
industn ies

Engineer jng
and al i ied
industnies

Food, drink
and tobacco

Text i ìes,
footwear,
clothing and
ì eather

0thên
manufactur ingEnergy and Total Meta'ls

waten supply manufactuning
industn ies

other Chemicaìs
minenals and and man-made
m'inêrâ ì f iþres
pn0ducts

101
103

106
108
107

10?
107
109

10.

08.
05.
09.

115.2
121 .4
1?1 .1

20
19

z5

I
ô00.

10?
103

104 .

108.

106.
109.
106.

ôâ
oÉ

95.
96.
oÃ

o1
oâ

9?
92

6
107
113

112
115
115

94
99

98
100
100

103
104
103

o
I 101. 1

102. 0
94
o?

of

98
oÔ

ôo
oo

01

b
6

1

6
1

I
3

6
o

0
0
I

ô?

98.
o?

97.

o?
o?

ot
98
98

1983
1 984

1984

1985

r 985

102. 3
102. a
103.5

Percentage change latest 3 months on
prevìous 3 months

-0.3 .0 2

a year earlier *5.4 { 15. 5
lst quarter 1981(a).13.5 -19.3
1st half 1979(b) +0.9 -23.3

.8. I
.19.8

-8.7

-1.0

¡t ô

-2.4
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_ SEPTEMBER 1985

In the third quarter of I9B5 output of the production Índustries is

provisional-Iy estimated to have fall-en by L per cent compared with the previous

quarter; manufacturing output was also down ä per cent.

Output of production industries ( to September I9B5)

The September index of output of the production industries - energr!

(including coal) and manufacturing - is provisionally estimated at tO9.I (198O=1OO,

seasonally adjusted). In the latest quarter output was L per cent lower than in

the previous quarter but 5h per cent higher than in the same period a year

earlier. This latter comparison is affected by the dispute in the coal mining

industry (see note overleaf).

Manufacturing output in the latest quarter was L per cent lower than in t-l.e

previous quarter but lL per cent above the level of a year earlier. Vlithin

manufacturing, output of textiles and clothing increased by 3 per cent and of

food, drink and tobacco by I per cent between the latest two quarters. OuÈput

of metals and of "other" manufacturing were broadly unchanged. In contrast

output of other minerals and of engineering and allied industries felÌ by I per

cent, and chemicals output was down 2 per cent between the latest two quarters.

Energy and water supply was broadly r:nchanged between the latest two

quarters, with increased coal output offsetting reductions in extraction of oil
and natural gas and in gas supply.

ú;i

sprepared by the Government Statistical Service





By market sector, output of consumer goods rose by L per cent between

the latest two quarters, but investment goods and interrnediate goods each fell
by L per cent.

In the longer term, output of the production indr¡stries in the latest
quarter was 13! per cent higher than at its trough in the first ouarter

of l9BI; manufacturing output was ll per cent higher.

Output of production and construction industries ( to 02 1985)

Output of ttre construction industry in the second quarter is estimated

to have been I per cent above the Level of the prevÍous quarter. Output of
production and construction industries in the second quarter was 2 per cent

above its first quarter level and 13 per cent above the first quarter of 19Bl

trough.

Revisions

The index of output of Èhe production industries has been revised up'"rards

by I per cent in July and b per cent in August on receipt of later information.

Effect of coal dispute on industrial production

Output of the coal industry normally accounts for about 4 per cent of
industrial production. It is estimated that, in the third quarter of 1985, the

after-effects of the coal dispute had a negligible effect on the level of
industrial production, and reduced the index by h per cent in the second quarter;

the dispute reduced the index by nearly 3! per cent in the third quarter of
L984. The effect on ttre figures for manufacturing has been small.

2





120

115

110

105

100

95

90

85

120

115

110

105

100

95

90

85

'industry
Share of output in 1980

Monthly f igures

Manufacturing industries
/..-

\-i
-

úê

Prod uction
i ndustr

\/

Energy and

water supply
26.4o/o

Manufactu ring

73.6%

l.-

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES

1980 = 100 SeasonallY adlusted

1 981 1982 1 983 1 984

120

115

110

105

100

95

90

85

1 980 1 985

120

115

110

105

100

95

90

85

1 980 1 985

Monthlv f iqures

¡l

nsumer
goods industries

/--f --

a

\ \

a

\
\.,

a

a
aa

\

goods industries
lnvestme nt

Consumer
24,5Vo

lntermediate
51 .2V,

By market sector Share of output in 1980

lnvestment
24.3o/"

lnte rmed iate
goods industrìes .

1 981 1982 1 983 1 984





OUÎPUT OF THE PRODUCTION INDUSTRIES(1)

( 1980= 100)
TABLE 1
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(1) OutÞut index numþefs include adjustments, as rìecessany, to compensate fo!'the use of sales indicators (see Notes to Edjtons)
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OUÍPUT OF MANUFACTUR¡NO lNDUSTRIES

( 1980= 100)
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OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

( 1980'100)
.LE 3
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4
7

1

4
4

8
o

a

3
A

5

1

I
0
I
6

ô

0
2
7

2

'I

6
6

7
I

1

I
0
1

5
7

I
1

0
t

6
ô
1

't

5
0
0

o

b

o

0
o

6

4

I
I

q

2
1

4

6
0
â

ô

8
o

?
1

A
'l

44

68.
98.

100.
110.
125.
141

14't .

89.
98,

106.
1 00.

100.
oÃ
ot

106.

10?.
107.
110.
115.

113.
125.
tór.
to¿,

148.
143.
144.
1t,

154.
148.
147.

r979

r 980

r98r

1 982

1983

1984

'r985

2
2
o

8
ð
2
7

1

5
1

7

4
'1

0
1

z
7
1

I
0
0

1

2

A

1

z

A

1

2

A

1

¿

3
4

1

2

4

1

2
a

4

1

?
ã

01

07
07
07

o?

100.
104 .

100.

100.
98.
98.

102.

lua,
IU¿.
103.
107 .

104.
109.
113,
112,

1

A

2
I

7

0
o

4

0
8
5
0

6
A

2
o

I
0
4
Ê

Â

8
1

0

104 .9
r01 .5
r00.5
oâ ñ

106.
10?,
97.
o1

92.
oe

94.
95.

94.
94.
94.
oâ

oÊ
OE

o?

98.

oa

100.
't01.

101.

10?.
103.
103.

a

A

4

7
2
I

I
o

0
1

o

5
4
7

7
2
3
a

7
t

0

J4.
89.
s0.
86,

89.
90,
d)

94.

J¿.
97.
97.

9?.
98.

100.
98.

oo

100.
106.0
108. 3
107. 9

113. 1

114.3
117.6
1 18.4

131.9
13i.0
r41.9
145.:t

1r5.2
121 .4
121 .7

(1) The long nun senies in colußn 3-5 are consistent with table 1
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l_.fhe lndex numbers of output of the production ar¡d con6truction lndustries in thts Press Notice are on the base l-980

= IOO and classified to the lg8o revision to the standard Industriaf classifÍcation (sfc). Tt¡eÊe j.ndustries account

for l+Z per cent of gross dorDestlc product; productlon industries aLone accounts fo¡ J6 per cent. The index nu¡lber6

vere flist published in this form in september 1983. The monthly lndex for t¡¡e proaÌuction industries covers only the
energy (and'water supply) Dlvision L of the SIC, and nanufacturing industrles, Divisions 2 to l+ of the SIC. An lndex
of froduction and cónsiruction broadly equivalent to the prevlouÊIy published "a1l- induÊtrieg' lndex of production"
is ãvall-ab1e only quarterly. These changes rlere descrlbed in atlvance in March 1983 Economic frends. A further
articfe describing the effects of rebasing appeared in October 1983 Economic Trend6.

2.The purpose of the index nunbers Ís to mea6ure ehange6 ln net output or value added (ttrat ls total outputs less
l.i"f inp"t") at const-åni- (tgBO) price6. Conceptuallyl thls should be estirnated as the difference betrreen outffiã
and inputs, each valued. at the approprlate prtces of the base year. However, this approach, known as double
deflatlon, ls difflcult to apply reliably since it requires a great deal of info¡¡latlon. ln practice, novements in
net output at constant prlces are generally estimated by novenents ln gross output at constant prices. Ihis yields
satisfaótory estinates, provided the ratlo of gross to net output remains l-argely unchanged, as r¡iII general-3-y be the
case ín the ehort-term. Further dlscussion of the conceptE of neasurement may be fountl in "The measurement of
change6 in production, Studies ln official Statl6tics nu¡nber 25" (HMso, 1976).

3.The tndex of productlon 16 a welghted average of 330 separate inclicators, each of vhich de6cribes the activity of a

6mal1 sector of industry, These lnrticators are obtained monthJ-y where possible but fol a nunber of sector6,
representing fTå per cent of actlvlty, only quarterLy data are available. TLro Occasional Papels, one describing the
weights and lndicators and the other the sources used ln compillng the index, are avail-abLe.

\.l,lany of the baslc Ëerles used to congtruct the lndex of ploduction neasuÌe either final ptoaluction or aleliveries.
Neithàr type of serles take6 account of cha^nges ln vork in progre66 and 8elies based on defiveries do not take
accor¡nt oi- changes tn stocks of flnished good6. A11 Õf the index numbers in this Press Notlce have been adjusted
where necessary, for esti¡nated changes ln manufacturersr 6tocks. An Occasional Paper deacrfbing the6e calculatlons
is avallable.

'.More 
aletalled tables on the index of prottuction are publlsheal reguLarly in t'Brltlsh Buslness" and the "Monthly

Digest of Statlstics'r.

(.Estinates of the output of the construction inalustry are eompatibte vlth tho6e publlshed by the Department of the
Envirorunent shich are avail-able onl-y quarterly, one month ln arrear6 of the coÌresponding qualter6r estimates for the
output of producti.on inttustries. ftIe aggregate lndex nunbers no longer ¡¡ake use of prel-iminary estlmates for the
construction induatry based, in ad.vance of receipt of regular returna f¡om the industry, on broad lndlcators of
activity; they are thus delayed by one month but are better founded.

l.Within the engineering lndustrle8 the index nunbers are now benchnarked onto the Quarterly Safes Inqulries
conducted by the Bu61nes6 Statistics Offlce. Thls, coupled wlth an lmprovenent in the initial respon6e to the
monthly inquirieê for the lndustry, have enabled the Êeries to be published ûlthout the sr¡oothlng that ç46 neeessary
ln the l-9?5 based index.

B.Ttre lndex numbers in thts Press Notlce are a1l seasona1Ly adjusteal, to remove annuaLly recurring nonth-to-¡nonth
variations oïing for e:€nple, to the incidence of hol-lttays and other regular 6ea6ona1 patterns of behaviour. The

adJustnents can only be derived from analysis of past data and may not be compl-etel-y appropriate when hollday
patterns change Bharply. UnadJu6ted data may be obtained from CSO.

9.E6timate6 for the latest feç nonth6 are ahay6 baÊed on partial info¡tati.on and Êhould be regarded as provlÊlonal
and 6ubJect to rev161on as nore conplete deta become avallabLe. During the l-ifetlme of the 19?5-ba6ed index, the
average revlÊlon (regarùLess of slgn) to the all-lndustries lndex for the latest nonth wa6 one half of l- per cent.
It 16 reconnended that, to obtaln an aasess¡nent of short-term change, attentlon should be allrecteal to the three-nonth-
on-three nonth change6. The average revislon to thls latter r¡easure lra6 one quarter of a Percentage point over the
same peri.od. An occasional- Paper is available from CSo alescriblng the effects of revi6ions.

lo.Over the 1a6t eighteen nonths or so, revieions to the serieË for rnanufacturlng have been generally upnards and
l-arger than those in earller. perlods. In compl1lng the provlsional e6tlmate for nanufacturing for Septenber 19B!,
some al-l-osance haa been nade for the u¡derstatenent.

1l-.Occa6lonal Papers (prlce f.z.ro each) and off-prlnts of Econonlc TrendÊ artielee (price tl.!O each) are available
fron the Central StatiÉtical Offlce.

l-2.Technlcal note on lndirect effectB of the coal dlsDute on index of Dlotluction

A6 indicateal ln Note 2, above, the lnalex numbers in thi6 Pre66 Notice airn to neasure changes in net output at
con8tant (f980) prfces. The nain indlrect effect6 of the coal ttispute nere on the net output movement6 1n the
electrlcity and the iron and steel lnduatries. For electriclty, although g1066 output was nalntained, net output vas
reduceal as a resul,t of the h1-gher cost of lnputs, vith more olJ- belng used in place of coal. Slmilar1y, net output
ln the iron and steel industry l'as alao reduced, reflectlng an lncrease in the alellvered co6ts of inputs.
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GDP GROWIH EXCLUDING NORTIT SEÀ OIL

At your meeting on 25 November to discuss first order PQs, you commented that you had in

the past used. some comparisons of GDP growth, excluding oil, that gave a more favourable

picture of experience under this Government compared with Labour tha¡r that in the GDP

subject brief.

Z. We think you had in mind your opening speech in the Debate on the Address last year

(see attached at X).

3. You will see that in referring to growth r¡nder Labour, you quoted the period 1973 to

Lg1g. This is not the reference perioar'årrrploy for other inter-Government comparisons for

which we tlpically use 19?4Q1-19?9Q1. For GDP, to minimise distortions, we prefer

19?4H1-1979H1. The 19?3 to 19?9 period would, of course, yield a particularly favourable

result for GDP as output was falling before Labour was returned in February 1974.

4. We can, however, now update the period we quote for the Conse¡vative Government by

including numbers consistent with the 1985H¿ Industry Act Forecast'

5. Various relevant comparisons ¿rre then:

PS/CST
PS/FST
PS/EST
PS/MST
Sir T Burns
Mr Evans
Mr Davies
Mr Allum
Mr Pickering
cBl01
HE/03

-1-





Çnçst$.ie .ÇDf trcrççnt*ee)

GDP(O) GDP (excl Oil)

r973-1979

1974-1979

1979- 1985*

1974H1-1979H1

1979H1-1985H2*

L97sHZ- 1979H1

198lH1-1985H¿*

8l
et
6¡

et
zl

tz
13

+L

6

+l
6

ó

8l
LZ

*Uses unpublished figures consistent with Industry Act Forecasts

4,çpçppgtt

6. Growth (excluding oil) between 19?3-1979 - at 4L per cent - is in fact higher than the

3 å per cent you quoted last year. (The 3 l per cent figure was used in error.) Thus¡ even on

this comparison, the performance is little d.ifferent from the 4l per cent 1979-1985

experience.

7. However one quite positive point emerges:-

In upswing so far GDP, excluding oil, has increased by 1Z per cent coma¡ed with only

8 per cent growth in the recovery under Labour.

8. If you choose to use any of these comparisons, you will want to be aware that the GDP

subject brief, submitted earlier this week, was based on comparisons only to 1985H1.

.ll:i,"_^

K VERNON
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Mr. R¡chard Wainwrtght (Colne Valley) : Is the rigbthon. Gentleman unable to conceive that in the uüerlydifferenr circumstances of full employment atax can tum to a cursc

DebãÈîn ¡lv Aüress 13 NOVEMBER I9E4 Dchte on the Addrcss t
[Mr. Nigd Lautson]

eust¡ined oconomic Eowth aDd a rising level ofemployment for our dpb.i *äi,o'r"ijil quiæ clearthat the Govcrnment 
"r Ooiog *ã t U U"-¿îing all thatthcy can ro crcarc o. .ooãit¡o* ñ; Ëäu.tion iouncmployment.

¡nnounccd in this ycar's Budget h¡vc thci¡ full effocr
1985-8ó, Thus, tbcre is at sa¿;;"ilr'io,ãri"llrr. 

" 
o

cut o-f some f 1.75 billion Dext ycar. The fiscal adjustmc
th¿t I dcscribcd yesærday, *ii¡ ttr-o"""rsary- qualiñc
lons, Bives th9 prosRect of scope for net r¿x cuts in tl
Dexr öudge¡ of a further f 1.5 billion.

I
I
i
I

¡
t

;
I
)

:
:

l

... _ Ihg ¡igùt.hon. Membcr.for.spar&brook.sæd r*".u:" me of bcing inærcstid i¡.satistical *ienipulatic
and inaccu¡aæ forecasts. His problem is t¡ar bc alwa¡
looks on tbe dism¿l side of tú., oroo-V, in rcgaø n,
qctly to unemploymeil-which wonici us ¡l!_åut tul other aspects, even when things are going wcll. Fc
cxample, I looked back ar his ñactioi to 

-1""t 
ycar,

lutunn statonent, wben he strove ûo cast doubt õn m
fo'rrcast for investment. I bave the relevani -;;;
llayrard with me in case he would like me to read fro¡it. He dccla¡ed thåt aU of the comme;ffi"* agreed that
:*.f.*.ûoo optimistic. I was forecasting that invesben
w.ould rise by 4 per cent. in the currcnt yJar. WitU tn" UoU
9l T" ye"r now behind us, it is clcarthat invesbent ir

$I-p be u¡, 
39t by 4 per 

""ot., 
uut W z*per oenr. :EPologrse to the House for my undue pcsii-ir. t*t y"",

^ In_regard to the maniFúlation of statistics, the rigùt hon.
Gentlemen is semsthing of a rascal as he is 

"r*uy, 
striving

P make co.mparisons benveen the ,""oø of theuovemment in which he served and that of tbe pnescnt

|^"J:.::::l by ta!þg tu" erowh ãr;"rp* during the

::Ty_::"mmenr's.years from rhe Ant qüarær ot lglq,
13. "b y* unusually low as a result of the adverse effects
î.t 3i *y;ft.*Tþ to tbc second quarter of 1979, wben
:,.,:I _arüficialy high reflecting thè recovery from thewmrcr of drscontent. Any reputable economist, to tbe usethe rigùt hon. Genrleman', pior", k;;; tul'*"lt tbat aconect compa¡ison is between the calendar yean 1973 and
1979, which avoids rhe strike compti;;aiãni -d takes the
ryld berween rhe two peaks of i¡, Uurio"r, cycle. Sy'e
g!1|| ¿o thar and take thj equivalenr ,i"_y"", p"¡od from
1979 to tåe forecast in the åutumn ,o*nr"ot 

.for 
19g5.

.h Sr Parliament, our ûscal priority can shift to thercduction and reform of taxationi ih;p;;r, began inthe 1.984 Budget when I taid oui u ,*Ã;;f companyta¡ation to endure for rhe rcst of thi; F;li"_"nt andbeyon$. Inrhat Budger we also began the process of tax
*T:l"l The process na¿ Ueen"initiaæji ,¡" lqg¡rrucget by my right hon. and learned Friend the presentao,*t*. l*r"ory. personal allowances were raisedsubst¡ntially i¡ excess of the raæ or-i"a"r¡ão,;-á;hr'ä;V
many hundreds of thousands orp.opËou;f d;;_"^
l:x. sysrem lgritely and reduced rh" d;rry tr"p and the"why work?" syndrome.

,. 
f.ne (6n brget for our first round of cuts was the ûnalelimination of the nadonal insurance surcharge. It hastequently been described as l-auour;s taiä ¡oUr. W"rpmember that it was strongly advocaæd bt th. Liberalparry when it was a membei ôr t¡" Liuuf päa.

:
a

:

:

t-
'Í

1

f

!
I
'f
i

.å.ll{
É

During the six years from 1973 to 1979, under the
Government, gross domestic plnduct rose by g PerThe forecast tbat was published yesærday shows aof ouput in l9g5 of nearly 8 per cenr. higher than

1979 level. In other words, taking broadly equivalent
periods, the growth of output is virrually the

However, the right hon Gentlem¡n made it clea¡we should take no notice of North sea oil in our
Excluding Nort} sea oil, growth in output

1979 and 1985 goes down ûo SVz pr c€nt. If weexclude North sea oil from the Labor¡r years 1973-79,
GDP rose by only 3t/pr cent

I agree that the world has changed. There has been aworld recession, as some hon. Members are aware
However, beMeen 1973 and 1979, when British ouPutrose by I per cent., output in France rose by 20 Per oent.
and outputin Germany roseby 15percent. In otherwords,

France and Germany and the autumn 8t¡temgnt, ouÞutwill have risen ¿t roughly the sane rate in the UniædKingdom as in F¡ance and .If rnything, it hasGermanygtown frsær in Sritain. früoee 'àas cxpericæddifficul¡ies inthe pastfew yesrs, yet tbe United Kingdom'sgrouttù pcrformancc in rcl¡tive ærms ùas

beneficial their output was growing at least twice as fast as ours. Tbwhen unemplo¡ment reigns? comparison with other European countries is much beuerfor 1979-85. On rbe basis of the luest OECD forccas fo¡If[r. Lswcon: Circumstances are always complet lydifferent in the hon. Genrlem¡n,s 
"y*.i;;r; remind himtbat there was nor full cmptoymeoi O"ol-- 

-

The ñnal abolition of 
'rhe p"-ñotls surcharge úookeffect only on t October tni, y'"*_fn*, ioli'ur" U."ofrree of tax for gæisety 44 d"ys-_sc-Ãli""ooogn ,i_to assess the benefie oi 

"Uotitáo. 
Tn" t"*'"ürg"s ther I

ú
bcyond all recognition.

improvod
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PERSONAL AND CO}IFIDEN'TTAL UN'IIL II.3O AU ON ICEDNBSDAY 20 NOVEMBER 1985 TI

MONIHLY I!!8ICI1.1 ,OE AVERAGE EARNTNGS - ADVANCE INFORMATION+ '- l: -:- ---:---:----i--:---------

I The latest figures âre attached. The pr:ess notlce ¡¿i11- be issued at
11.30 an on Wednesday 20 November 1985.

2 The underlying lnerease ln average weekly earnings in the year to
September was aborrt 7i per cent, sltghtly higher then the fnerease ln the year
to Àugust.

3 The higher ffgure will reflect the effecE of new pay settlemenÈs r¡hich
available evidence suggests have tended reeently to be at hlgher levels than a
yeâr e8o, and fairly buoyant over-tlme working. The actual lncrease 1n the
year to September 1985, 10.0 per cent, ¡ras substantially higher than the
estimated underlylng increase because of the following t.emporary facLors:-

inrlustrlal actfon in the coal índusÈry temporarily reduced average

earnlngs ln September 1984.

some groups of employees sueh as non-lndustrlal cívl1 servants,
local arrthorltv non-manuals and coal-mining manuals had received
two pây setËlements in the latest twelve month period because of
shorter delays in reaching and lmplementing the latest pay

settlement.

back pay in September 1985 was hlgher than in September 1984,

4 In production industries the unCerlying lncrease ln average weekly
earnings in the year to September was about 8å per cent, sinilar to the
increase fn the year to August. The actual l-ncrease of 12.8 per eent eras

inflated by the factors noted above.

5 In manufacturing indrrstries, the rrnderlylng increase ln average earnings
in the year to September was about 9 per cent, símilar to the increase ln t.he

year to Arrgust (revlsed estlmâte). The actrral Lncrease \ras 9.5 per cent.
These annual increases reflect higher overtime working than a year ago.

Department of Ernployment

Statlstics Division
lB November 1985





INDEX OF AVERAGE EARNINGS

TABLE A

slc t_980

Month

IIHOLE ECONOMY

PRODUCTION

INDUSTRIES
MANUFACTURING

INDUSTRIES

l

Indexl
Jan I

1980
= 100

Seasonally adjusted

Index

% increase
over

previous year

Actual Under-
lying

Index

% increase
over

previous year
Index

% increase
over

previous year

Actual Under-
lying Actual Under-

lying

1984 Sept

Oct
Nov
Dec

1985 Jan
Feb
Mar

Apr
May
June

JuIy
Aug

*Sept

l_59.9

t64.2
162.8
165.3

163.4
164.6
168. r-

169.4
169.4
t7L.9

L73.7
L73.4
t76,O

1_60.2

164. 5
l_62.0
1_63.5

165.5
1_66.5
168.3

l_

l_

1

1
b.

I

70
69
70

72
73
76

6
7
2

2
t
3

6.3

8.2
6.5
6.6

7.O
7.O
9.0

9.5
8.8
9.1

8.8
8.9

10.0

7%

7u
7%

7%

7%

7/,
7%

7u
7/,
7%

7a
7%

7%

161 .4

1-63.6
L63.4
]-64.7

l_67. r_

L67.6
r71 .o

175.5
L73.2
t75.6

177.8
L77,8
L82. O

5.5

5
5
5

3
6
7

7.7
6.2

r.1 .3

13.6
1,2.O
L2.5

L2.8
L2,O
L2.8

8/c

I
I
I

8/c
8%

8/q

8%

8%

8y?

8tÁ

8%

8%

166. L

168.3
r_68.1
1_69.5

L7t.7
L72.O
l_73.8

177.6
L74,4
L76.2

178.3
L78
l_81_

1
8l

9.0

9.0
8.0
4.2

9.4
8.4
9.2

11 .3
9.3
9.4

9
I
9

.5

.8

.5

8%

8%

8%

8%

8%

8%

8%

8%

9
9

I
I
I

* Provisional





src 1980 INDEX OF AVERAGE EARNINGS (unadiusted)

Taþle B

2,/Stats 1O1/1985

Classes

Metal processing and manufacturing

Mineral extraction and manufacturing

Chemicals and man-made fibres

Mechanical engineering

Electrical and electnonic engineering

Motor vehicles and Parts
Other transport equipment

Metal goods and instruments

Food, drink and tobacco

Texti Ies

Leather, footwear and clothing

Timber and h¡ooden furniture

Paper products, pri.nti.ng and publishi.ng

Rubber, plastics and other manufacturj'ng

Agriculture and forestry I
Distribution and repairs

Hote1s and catering
Transport and communication (except

sea transport)
Banking, finance and insurance

Public administration
Educati.on and health services
Other services

Irileights

!4
L4

20

44

3/

L7

17

27

33

L7

11

26

L4

Manufacturing industries 304

Coal and coke

l¡lineral oil ând natural gas

Electricity, gas, other energy and water
supply

Production industries / 339

Construction

Production and construction industries y' 394

t5

I

19

55

19

L64

49

7T

44

90

147

at

Whole economy 1- , OO0

*Provisional

lManufacturing, coal and coke, mineral oil and natural gas, electricity, gas' other enerÐ/ and water supply

lEngland and ttlales only

dNot available

November 1985

Stats Al
tdatford

Percentage increase over
previous l-2 monthsIndex (January 1980 = 1OO)

Sept*AugApr May June July
1985

Aug Sept*Àpr May June JuIy
1985

7.4

8.5

5.5

10.6

8.9

13, 5

10,0

8.3

10 .4

9.6

6.0

8.3

20.0

OR

11 .8

8.9

9.8

7,8

a.7

oo

9.5

4.9

6.6

7.8

9.8

10. 3

r"0. 3

L2.2

11. 0

13.0

ro.7
o2

10. 4

15. O

11.8

15.8

L2,3

11 ,0

8.4
aÈ

9.2

11.1

9.8
L2.8

9.7

a.7

9.7

8.9

7.4
Êo

8.0
8.4

7.9

8.5

10. 4

ô1

t3. I
L2.2

8.4
ao

oa

7,9

3.6

9.3

7.9

oÊ

8.1

10. 6

10. o

a.2

1-3. 5

12.O

7.7

8.6

9.6

8.4

9.5

10. r-

L74.9

L70.4

L74.6

170. 6

l-81 .2

168.7

167. O

t_64. 5

173. 5

168. I
1A1 a

153. 6

r83 .8

169 .9

L75,7

r75.2

1.78.8

t73.4
183. 1

168. 3

183.3
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1. MISS

Z. CHANCELLOR OF THE EXCHEOUER

GDP (OUTPUT MEASITRE) rN SECOND QUARTER 1985

''f 
|tn'

The CSO will publish the preliminary estimate for this on,l5November. An advance copy of

the press notice is attached.

Third Quarter Fígures

Z. GDP(O) is estimated to have risen by * per cent between the second and third quarters

of 1985. Compared with a year earlier GDP(O) is up by 3t per cent. Making an allowance

for the coal strike, GDP(O) grew by å per cent between second and third quarters of 1985

but was 2t per cent above its1984QZ level.
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3. The contributions of changes in the individual components of GDP(O) are tabled below'

Contributions to percentage
change in GDP(O)

Industry

1. Agriculture, forestry and fishing

2. Construction

3. Services

4. Industrial production ow:

5. Oil ancl gas extraction

6. Other energy and water supply

7. Manufacturing

GDP(O)*

* Sum of rows 1-4

1985Q3
on

1985Q2

+0.6

-0. I

+0. 1

-0.1

+0.5*

4. The sole contribution to growth of GDP(O) in the third quarter came from increased

services output. Within services, the output of distribution, communication and the

financial sector grew rapidly.

5. Revisions to manufacturing output have not affected recent figures for GDP(O) since

they have been offset by revisions elsewhere. However given the recent pattern of revisions

it is possible that manufacturing output in the third quarter will be revised upwards .td to,f,l,
longer make a negative contribution to Q3 GDP growth. trVe are pursuing the subject of\"/
revisions with the cso. \i.ïri.'\ È

.",;]cr,dá

Assessment

7. Press comment may focus on the strike adjusted å per cent change in GDP(O) - quoted

in the press notice - between the second and third quarters. This could be interpreted as a

slowing down in the underlying growth of GDP and the 1986 Industry Act forecast of 3 per

cent growth may be considered over optimistic. However these would be premature

assessments and I understand that the CSO Press Office will counter these with:

(a) GDP(O) in QZ and Q3 depressed by temporarily low oil and gas extraction.

(b) GDP(O) for Q3 only a preliminary estimate and quarterly figures can be erratic.

(c) Historically preliminary estimates of GDP(O) have been revised upwards on

average.

4*lÌt
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(d) GDP(O) is only one measure of GDP. Industry Act Forecast is based on GDP(A)

and the three measures of GDP have shown divergent growth recently.

7. There should not be any criticism of the 3* per cent growth forecast for 1985. On the

basis of the preliminary Q3 estimate, GDP(O) in the first three quarters of this year is up

3å per cent on the same period of 1984.

Lines to Take

(a) GDP(O) up å per cent between seconrt and third quarters of 1985 and was

3å per cent above its level a year earlier;

b) UK now well into fifth year of continuous growth, at an average rate of

3 per cent a year, for first time since 1973 oil shock. Preliminary estimates for

GDP(O) in the third quarter show we are well on target for 3* per cent growth this

year.

(c) on sugEestion that small increase of coal strike adiusted GDP(O) between second

8

and third quart ers indicates moderation of underlving trend

Too early to say. GDP(O) for Q3 is a preliminary estimate and historically subsequent

revisions have tended to be upwards. Also oil and gas extraction has temporarily

depressed GDP(O) in the second and third quarters. [The three measures of GDP have

shown divergent growth recently. The IAF is based on an average of the three.l

Adjusting for coal strike, GDP(O) in first three quarters of this year up 3 per cent on

same period of last year.

'llv^
K VERNON
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@.OSS DOMESTIC PRODUCT (OUIPIIT-BASED) - THIRD OUARTER 1985

preliminary estimaÈes suggest Èhat ouÈput of the whole economy rose by

about L per cent between the second and third quarters of 1985. Output of the

service industries increased by about I per cent, including a rise of 1\ per cent

in distribution, but output of the production industries fetl by L per cent. The

preliminary output-based estimate of gross domestic product (GDP) in the third

quarter is IlO.3 (seasonally adjusted at constant prices, with 198O=1OO)' some

3L per cent above its level of a year earlier.

Although the coal strike had no impact on third quarter output, it has

affected comparisons with earlier quarters. After adjusting for the effects of

the strike, the output Eeasure is estimated to have increased by å per cent

between the second and third quarters of 1985 and by 2\ per cent between the

third quarters of 1984 and 1985.

As can be seen from the Table, the expenditure, income and output measures

of qlP (and by implication the average neasure) can move irregularly for particular

guarters, and differently to each other.
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GROSS DOMESTIC PRODUCT AT CONSTANT FACTOR COST

Seasonaì I Y adjusted

1980= 1OO

Based on

Avera
est 1ma

Expend 1 t ure
dat a

¡ ncome
data( 1 )

Out Þut
dat a

9e
te

1980
1981
198 2
1983
1984

100. o
98.4

100.4
103.6
106. 1

100
98

100
103
105

o
7
2
6
1

ã

6
.t
6

oo
98
oo
o4
07

1 fi
.t
9
¿
1

100. o
98. 3

100.1
103. 1

106.2

1982

1983

1 984

1985

99
oo
oo
o1

o2
o2
o4
o5

o5
05
o6
o7

o8
11

1

¿
3
4

1

2
a

4

1

2
3
4

1

5

9
1

J
!t

o
B
o
o

6
I

¿

7

o
't

103.6
102.3
104. o
104 .6

100. 2
100. I
101.O
101 .4

106. o
105.6
108.0
108.8

99
oo
oo
oo

100
oo
ôo

101

2
I
3
q

^t
o5
o6
a7

3

.,
7

o5
o4
o4
o6

107.7
109.o

110.3
1'l 1.5

'to1 .7
102.O
103. 7
104 .9

108 .7
109. I
110.3 (2)

o3
o3
o4
AE

2
o
4
7

E.

4
A
5

(1) lncome data deflated Þy the implied index of total home costs
derived from expenditune data

(2) Pre'l lrî1nary estlmate





NME.S TO EDÏTORS

1. The prellminary estlmate of the output based measure of gross domestle
produet ls derlved from the provlsional estlnate of the lndex of output of
the productlon tndustries for the thlrd guarter, published on 13 November,
together wlth partlal lnfornatlon for the rest of the econony. Any
revlslons to quarterly data, together with estinates of GDP based on
erpendlture and income data, w111 be released by Press Notice on 20
December. A serles consLstent wtth today's hess Notice is available on
request for output of the whole econony other than e:rtractlon of ntneral oil
and natural gas.

2. As the tabte shor¡s, the estimates of GDP based on e:çend.iture, ineome
and. output d.ata nay nove dlfferently in the short tern. The output based
neasure is usually considered to be the most reliable neasure of short term
novenents.

3. The 1980-based GDP(O) series L¡as introduced in September 1983. Since
then, the revision in the ¡¡onth following pubtication to the preliminary
estimate of change in GDP(O) between the two nost recent quarters has tended
to be r.pward--Tne lnean revislon to the estimate of change is +0.2 but for
any partieular guarter the actual revision can fall rrithin quite a wide
range of thls average; sLnce rebasingrrevlslons have varied from -0.2 to
+0.4. The average Ís based on onJ.y eight quarters an{ could itself change
considerably as nore quarters' d.ata become availabte.

l+. All GÐP estinates are liabte to revision over a mueh longer period, as
fi:mer and more complete data become available. An article published in the
July 1985 issue of Eeonomic Trends reports the results of an investigation
lnto the pattern of these long-term revisions. It should be noted that the
article does not include revisions nad.e in the nonth folloving the inj-tial
publication of-6Of(O), which are discussed in the previorr" par"lraph. While
6ome assessnent is nade in the article of figures for the three separate
ltreasures of GDP, the foeus of the analysis is in respect of the average
estinate. GDP Fress Notices containing new data for this neasure now give
ranges r¡ithin whieh (based on past evidence) the finally revised figures are
Iikely to lie, but related information is not publi.shed in respect of the
ind.ividual neasures.

5. Since 198Õ some of the statistical sources used. in compiting GDp(O) have
been diseontinued, or redueed in size. Estinoates of GDP(O) nay well as a
result have been subject to a vider nargin of error

6. The series and weights used to eonpile the l980-based GDP(O) series are
described in an Oecasional Paper. lt¡e effects of rebasi.ng on a1l the
measures of GDP were described in an artiele in Decenber 1983 EeonomieTrends. Oceasional- papers (price t2.5O eaeh) and off-prints of Econonic
Trend.s articles (price t1.20 each) are available fron the Central Statistical
Office.
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MONTHLY ECONOMIC BRIEF

Prepared by the CSO on 28 Octoben 1985

Eanly unpublished estimates for GDP in the thind quanter ane

pnovisional, but the slightly firmen infonmation now available
suggests some slackening in the undenlying nate of incnease.

J

veny

still

The underlying level of non-oil
non-oi I impont volume has shown

The cunnent account continues in

finst three quartens of 1985.

expont volume continues
little change over the

sunp I us - anound S,l

to fall wheneas

last few months.
-!
2 billion fon the

MO nemains below the middle of its target nange of 3-7 pen cent. The

gnowth of stenling M3 oven the twelve months to banking Septemben at

14.1 pen cent continues to be well above tanget. The Budget tanget is

now seen to have been too low, but the Chancellon announced that he

would continue to moniton developments in this indicator in assessing

monetany conditions. lntenest nates and exchange nates have been

broadly stable oven the last month.

A largen incnease in Septemben than genenally expected by outside

commentatons took the cumulative tota I fon the PSBR for the f inst six

months of the 1985-86 f inancial yean to €,5.6 bil lion' companed with the

Financial Statement fonecast of t7.1 billion fon the whole yean. This,

howeven, is well below the î7.4 billion total fon the f inst half of last
yean, when the final outtunn fon the full yean was €10.2 billion

Most othen economic indicatons continue much the same as in last monthrs

nepont. The year on year incnease in the RPI fell to 5.9 pen cent in
Septemben companed with 6.2 per cent in August. The fall fnom the high
figunes in the early summer mainly nesults from the effect of montgage

interest rates this yean and last. The tnend in unemployment nemains

slowly upwand though the incneasing impact of the special employment

and tnaining measures has helped to modenate the nate of incnease since

the spring; the employed labour fonce cont¡nues to nise though less

napidly so since the end of 1984.

CONFIDENTIAL
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RECENT RATES OF CHANGE AND ASSESSMENT OF CURRENT
TREND FOR SOME KEY ECONOMIC INDICATORS

ln the following notes, the figures for cunrent tnend nepnesent oun best
assessment of the cunnent undenly¡ng nate of incnease aften making
allowance fon temponary distonting factons such as stnikes, unseasonal
weathen effects, etc. The figunes show how the senies ane moving
cunrently and may be different fnom the yean on year companison.

GDP (average measure) in the second quanten of 1985 was 5 pen cent
highen than in the same peniod a yean ago on 4 pen cent after discounting
the effects of the coal strike. This figune does not take account of past
experience which shows that nevisions to growth nates for the initial
published estimates of GDP wene on balance upwards though not uniformly
so. The assessment of curnent undenlyinS trend fon the thind guanten of
1985 is that the nate of increase lies in the nange lå-Så pen cent per
annum.

lndustrial production in the thnee months to August was 4à pen cent
higher than in the same period a year ago on 1| pen cent after allowing
fon the effects of the coal stnike. The assessment of undenlying tnend is
that the nate of incneases curnently lies in the nange 1-2 pen cent per
annum.

Retail prices nose by neanly 6 pen cent in the twelve months to September.
It is possible to pnovide a useful indicaton of tnend fon only about 70 pen
cent of the RP I, mainly covening private secton pnices and excluding
montgage nates, loca I authoni ty nates, seasona I food and nationa I ised
industny prices. The curnent tnend for this series is anound 4 pen cent
per annum. ln the twelve months to Septemben, this senies nose by 5 pen
cent (not published).

Producer input prices in Septemben were lå per cent below the level of a
yean ago. Given the shanp change in the movement of the input price
index fnom incneases oven the six months to Febnuary to subsequent
decline, no meaningf ul assessment of current tnend is possible at pnesent.

Average earnings (underlying) in the twelve months to August nose 6y ?¿
per cent. The cunnent tnend is estimated to be in the nange 7-8 pen cent
pen annum.

Unit rage costs in manufacturing in the thnee months to August nose by 7
pen cent compared with the same peniod a yean ago. The current
undenlying trend is estimated to be in the nange 6-8 per cent pen annurlì.

Unemployment (excluding school leavers) in the twe I ve months to
Septemben has been nising on avenage by 7 thousand pen month; in the
latest six months the nate of incnease has been on avenage 5 thousand
pen month. Discounting the eff ects of employment and training measures
as far as possible, the cunnent undenlying trend appeans to be in the
region of 10 thousand pen month.
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CHART 3

Rate of increase in average eqrnings, unit wage cos_ts in manufacturing,
PPI input pr¡ces'and Privatesectof reta¡l prices

M onth to month percentage changes, smoothed and adjusted for distorting factors where appropriate
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INDEX OF OUTPUT OF THE PRODUCTTON INDUSTRIES - AUGUST 1985

This will be published at 1L.3Oam on Tuesday 15 October.

Z. The iÐdS;t.¡p.$, p,S.o-4,$g.tioF fell å per cent in the three months to August but was

4* per cent higher than a year ago. Within productionr n?I}ufpç.tgJ,i4g^uqU.tp-t¿t was unchanged

in the three months to August but 2 per cent above the level of a year earlier.

3. Between July and August the index of production rose by å per cent. Manufacturing

output rose by 1 å per cent, but energy and water supply output fell by Z per cent as oil and

gas extraction fell, for temporary reasons, to the lowest level for just over two years.
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4. Recent Eovements@

percentage changes

Index of Production

within which:

Manufacturing

Energy a¡rd Water

3mo to August L985
on

3mo to Mav 1985
..@

I-z

0

3mo to August 1985
on

3mo to Ausust 1984@

+4t

+2

+LZ

August
on

ü.ulv

+t

+1å

-z-z

underlying figures

adjusted for coal strike:
Index of Production -ll +lt +t
Manufacturing output -, +lt +1*

5. The CSO Press Notice will state that the effects of the çggl..qlIikP. on the level of

industrial production were negligible in the 3 months to August compared with a little over

I per cent in the previous three months.

6. The increase in na+r+fgc*tgtip'g..q\l,tp!¡l in August, followed an erratically low July

figure. The August index of. 102.9 was arourd the average for the first quarter of this year

oî. 102.7. Manufacturing output in the three months to August is now 1l. per cent up on its

1981 first quarter trough.

9thç¡ -Iq,flwf ríal. det ajl

7. (a) N,qfIb,$çe^q4,,ne$_eeç".ç$f.. çtigp fell by 5 per cent in August. Recent low figures

are due to maintenance work in the summer that has depressed output by more than

usual.

(b) Output of nS:.ta].s- increased by 3 per cent in the latest three months, mainly

reflecting recovery from the coal strike, and was 13 per cent up on the same period of

1984.

(c) Çh^e"pjçalF and Fle.çt¡is*l"md,Jnp.tç,ugl,çltlF"qelpesdirrF have shown good growth of

4 per cent and ó per cent respectively over the year to the three months to August.

Mqfp-q.Ieþiçle"eUlBqt rose by 6 per cent over the same period.

8. 9-o¡qt¡-l.lçtþq,q$tp"t{[. rose by 1 per cent in the second quarter of 1985 to reach a level

Z per cent higher than the second quarter of. L984.
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4sçeçFqPrS

9. Manufacturing output rose strongly throughout 1984 and into the first quarter of this
year. Since then there has been little sign of growth. However the manufacturing output
figures, especially since the first quarter, are liable to revision and it is too early to say that
underlying growth in manufacturing output has come to an end..

10. Press comment is unlikely to be favourable and witl probably stress that manufacturing
output has been flat since the beginning of the year. Other comment may focus on the fall
in the index of production in the latest 3 months but this is more than accounted for by
reduced North Sea oil and gas extraction - temporarily depressed by more maintenance work
than usual.

L¡+ss Fs Tg&F

11. Possible lines to take for IDT are:

1'2. (i) I¡l{^upÍfiel B.fpÊ-UçIj.qp. increased by 4t per cent in the year to the three months to
August. Allowing for recovery from the coal strike this annual growth was
1 t per cent.

(ii) M.epgfeçtqri,ge.-qp$p$! grew strongly - by 1å per cent - between fourth quarter of
1984 and first quarter 1985. More recent data are less firmly based and, as experience
has shown' Iiable to significant revision. It is therefore too early to say that
underlying growth in manufacturing has come to an end. Nevertheless, emphasises
need for moderate pay settlements in manufacturing sector, as Sir Terence Beckett
has recently stressed.

(iii) 9.Þf Sep.tstT.þçr",T¡ç¡lÈq.Er-rguify pointed to further growth in manufacturing
output. Latest CBI staff forecasts are for 2å per cent growth this year followed by
1 å per cent growth in 1986.

(iv) EfJeCtp,çf.!ggç_,qqpl-glrtpuf in August are negligible.

J{ü*
K VERNON
EB
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198t = 100, seasonally adiusted

1979

1980

1981

1992

1983

1984

1984

1985

Production *
(Divisions 1-4) *

107.r
100 ,0
96,6
98,4

101.9
103.1

100.4
102,8
103,9
1t4.4
10e,3 R

102.4 R

103.5 R

106.0 R

1t8.0 R

10¿,9 ß

101 .0
102.0
103.3 ß

-0.6

4.7

1?,5

-?.0

Energy and

l.later Supply
(Diuision 1)

100 .5
100 .0
103.9
tlü .0
115,9
110,1 R

114.3
n7.6
I18.4
tL?,?
108.1 R

105.2 R

109.7 ß

115.2 R

121.5 R

115.0 R

113.3 R

117.e R

lel.6 R

124,2 ß

118,6 R

119.8 R

117,5 R

-?.0

11.9

16,3

13.9

llanufactur i ng
(DiuiEions !-4)

95.5
97,4
98.7
99.7 R

10û.3 R

101,3
101.2
10¿.7 R

103.1 R

-ß.2

to

10.9

-8.6

ConEtructi on

(Diuisian 5)

105.9
100.0

89.9
91,6
95.3
98.6 R

92,t
97.7
97.8

97.n

98.1
tnn q

98.7
99,3

100.t

ü.9

e,0

oã

-6.6

109.

1t0.
94.
94.
96.

10fi.

E
¡J

0

0

2

I
6

û2

03

Q4
q1

Q2

Q3

Q4

01

Q2

1983

1984

19fl5

June

July
August

Septemher

0ctober
Nouember

December

January

February
I'larch
April
Fl¿y

June

July

109

106

103

1t6
110

1û9

109

OR
OR
¿R

7R00I

103.

103.

104.

1ü5,

105.

107,

9R
5R
2R
4R

10t.3
101 .6
1ût.0
100.5
101.2 R

1t7.8 R

108.¿ R

107.9 R

105.3 R

106.8 R

I
3R
OR
7R
3R
1R

10e,0 R

102,3 R

102.4 R

103.5 R

10¿.9 R

1ü?.4 ß

104.0 R

101.4 R

102.9 RAugust

ä changes

Latest $ months on previous 3 rnonths

L¡test 3 months on year earlier

LEtBst 3 months on 1981 01 {trough}
+

Latest 3 months on 1979 Q? {peak)

Notes

tf l.lithin the totðl 'production' index energy and water supply industrieE aceountå for 26 per epnt,
and manufacturing for the remaining 74 per cent

'R' signifies revised figure * Energy t l.later Supply peak is 1979 83
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Percentage change, l¡test 3 monthE* on¡

Total Production lndustries

[nergy Ê l.later Supply
o,ul. extraction of oil t gas

coal and coke

Tot¡l f'lanuf¡cturing
o.r.J, l{etals

0ther minerals i
[hEmicals (and man-

made fibres)
Engi neer i og

Food, drink, tobaceo

TextileE etc.
Other *l

Preui ous

3 months

-t.7

-2.0
-7.8
33.4

-t.2
3.2
0.1

-û.4

-t.4
-0. g

0,3

Sane

3 months

last. year

4,7

11.8
-1,4

242.4

1.9
1e.8
-e,0
1q

1981 01

{trough of output of
production industries)

14.5

16.3
31.¡

-19.3

10.9
23,4
q,

23,5

?q

-¿,. L

2,1
-1.5

14,9
-0.t
9,2
1t

¡t JunerJuly and August 1985

* llainly building materials
}} Paper, printing, publishing, timber, furniture, rubber, pla:tics





By industry
Share of output in 1980

Monthly figures

Manufacturing industries

Y

/Jr.

_l
-

é

Production
i nd ustr

\/

Energy and
water supply

26.40/"

Manufacturing
73.6o/"

l.

t20

115

110

105

100

95

90

85

INDEX OF OLU;PUT OF THE PRODUCTION INDUSTRIES
1980 = 100 Seasonally adju¡ted

1981 1 982 r 983 r 984

120

115

110

i05

100

aq,

?0

z5
1 980

1 985

120

115

110

r05

100

OR

90

85

05

120

: 't5

!10

:o0

95

90

ì

1

i
I

I
'l

i'
:'

1 980

Monthly f iqures

goods industries

A

a

-nsumer

\
\ /

¡

aaatttaat'

a

lntermed rate

aa
I

-J-\\
goods industries

\.r lnves tment

51 .2oio

lntermed¡ate
goods industries .

By market sector share of output in 1gg0

lnvestmenl
24.3%o

Consumer
24.50/"

l1

1 981 1 982 1 983 1 984 1 985
ÖJ
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1. MISS glío*o
z. CHâ,NGELLOR OF.'TIIE EXCITEQUER

Yø.^rl'< ,¡t f*CI:-k?' ,\-oi^J t^¡útL

Chief Secretary
Financial Secretary
Minister of State
Economic Secretary
Sir Peter Middleton
Sír Terence Burns
Mr Cassell
Mr Monck
Mr Burgner
Mr H P Evans
Mr Scholar
Mr Shaw
Mr Culpin
Mr Davies o.r
Mr Aaronson
Mr Naisbitt
Mr Pickering
Mr Dyer (+1 for No 10)
Mr King
Mr Cropper
Mr H Davies
Mr Lord
Mr Mansell - CSO
Mr Kingaby - CSO
Mr Lang - CSO
HB/02

\,,J/%tt la, c.o¡tc* ,AL d.Or^1".t^rwa

¡+d-^d=L
h,¿,- ; ae,; 'fr

/las*1
ls1,.

INDEX OF OUTPUT OF THE PRODUCfiON INDUSTRIES - OCTOBER 1985

This will be published at L1.30am on Monday, 16 December.

Z. Thu ind^çö,gl,BF.?,49çffçp. increased by å per cent in the 3 months to October and was

5å per cent higher than ayear ago. Withinproduction, menUfeç,ttUi$g,.qHtpltt was flat in the

3 months to October.

3. Between September and October the index of production fell slightly. Manufacturing

output rose by å per cent but output of the energy and water supply industries fell by nearly

3 per cent as oil and gas extraction fell, in seasonally adjusted terms, and electricity and gas

output fell due to exceptionally mild October weather.

tl
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4. Rscçpt pgyçmmÊ¡

percentage changes

Index of Production

within which:

Manufacturing

Energy a¡rd Water

1985
(Aug-October)

on

,låqå
(May-July)

+l

+å
1.3

1985
(Aug-October)

on

49,çá
(Aug-October)

+51

October

Sçnlçnqþ.e¡

1
a

on

+Z

+l4l
+t
-z*

underlying figures

adjusted for coal strike:
Index of Production

Ma¡rufacturing output

+t +Z

+2

-å
+å0

5. The CSO Press Notice will state that the effects of the ç9,?l..çlnihF on the level of

industrial production were negligible in the three months to October compared with å per

cent in the previous three months.

6. Though tentative estimates show manufacturing output to be flat in the three months

to October more firmly based figures for earlier periods now show good growth of I per cent

between the first two quarters of this year. Manufacturing output in the first ten months of

the year currently shows 2t pet cent growth on the same period of 1984.

7. In the three months to October the index of production was 1* per cent above the 1979

average level but was still å per cent below the 1979Q2 peak.

8. INOT FOR USE. You enquired last month whether any steps were being taken to

adjust the acknowledged downward bias in early estimates of ma¡rufacturing production.

The CSO have now devised a comprehensive procedure to do this which they are discussing

with other departments, including the Treasury. A decision on implementation will be made

very shortlyl .
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InfuFrrhl,ëefail

(a) N.ç.rJþ,Þ^ç.?..çi1..çnd.eÊq,,ç¡çtreqtipP fell by 2 per cent in October level' This fall

however is not thought to represent any trnderlying fall in oil and gas production.

[Unadjusted, production rose in October and (NOT FOR USE) DEn a¡e expecting

a further increase in November].

(b) The figure of third quarter construction output shows no change from the second

quarter level. In the first three quarters of 1985r construction output was up by

1* per cent on the same period last year.

ånç.erFp. t

10. Ma¡rufacturing output rose strongly throughout 1984 anrd recent revisions show that

growth continued. into the first half of the year. Though output in the three months to

October was flat, the statistics for this period are less firmly based and the latest monthly

figure confirms the assessment that manufacturing output continues to grow in underlying

terms.

11. Press comment is likely to be reasonably favourable.

LZ. Growth of manufacturing output so far in 1985 - up 2l per cent in the first ten months

of the ye¿rr over the same period last year - suggests that the Industry Act Forecast of

2t per cent growth for 1985 as a whole should be achieved comfortably'

I*incs^tg.tnhp

L3. Possible lines to take for IDT are:

14. (i)

(ii)

In$.çpffiFl.nfp.4¡+C^liPp increased by 5l per cent in the year to the three months to

October. Allowing for recovery from the coal strike, annual growth was 2 per

cent'

Men$feçfuriae.,çutnqt. has shown good growth well into 1985. Current estimate

of output for the latest 3 months shows no change from previous 3 months but

figures liable to revision which, on the basis of recent experience, could be

upward. Best assessment is that manufacturing output continues to grow in

underlying terms.
Ç
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(iii) Tþç,,lndllçlÃy,.åçt,FnrçceB.t projects manufacturing output growth of, 2* per cent

in both 1985 and 1986. This will imply uninterrupted growth since 1981 - longest

period since L973. INB. CBI forecast 2t per cent growth in 1985 and 3 per cent

in 1986.1

0( K VERNON
EB
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tilrHfr $ ffiÐ{Eftû{ rll) HrËnwnfil l}orFïRtts

1980 = 100, seasonally adjusted

1979

198t
t98l
1982

1983

1984

hoducticn *
(Divisions 1-4) *

t 07,1

100,0
96.6
98.4

101.9

103.1

102.8
103,9
104.3
102.4 R

10¿.4

103,5

106,0
108,2 R

107.8 R

tnerg and

l{ater Supply
(0ivision 1)

r00.5
100.0
103.9
110,0
lt 5.9
ll0.l

ilanufactur i ng
(0ivisionE 2-4)

109.5

100.0

94.0
94.2
%.9

t00.6

97,4
98.7
99,7

100.3 R

10r.3
101 .3

1t7..7
103.5
102.8 R

Construct i on

(Division 5)

97,7
97.8
97,0

98.1
100.5

0,0

-0.3

8.4

-6.5

7

3

ER
?

105,8

100.0

89.9

91,6
95,3

98.6

115

121

121

Q3

q4

Q1

Q2

q3

q4

Q1

a2
q3

1983

1984

19ffi

108

105

6

{
3R
I
4

2

4

6R

t17
118

tr7

109.7 98

99

1r0
100

1984 July
AuEst
September
(htober

l,louember

December

1S5 Juuary
February
l'larch
April
l'lay

June

Jul¡r
August

Septembet

{htober
t ehanges

1r1 .8
10e.0
103.3
tû3. e
103,4 R

104 .0

1ü5.7 R

105.2

107.? R

108.? R

108.2 R

108.3
10i.0 R

107.3 R

109,1

1û8.8

105,0
103,2
107.0 R

110.6 R

109,2
109.4
115.1
113,3
tL?.?
l?1,7 R

1?3.6 R

118.9 R

1e0.0 R

119.1

125.6 R

t2?.3

100 .3
101.5
l8e.û
100.5
101.3 R

102.1

10e,3 R

r0e.3
103.6 R

103.3
tß2.7
r0{,3
102.3 R

103.0 R

103.2
1û4.0

Latest 3 nonths on previous 3 months

Latest 3 months on yeår earlier

Latest 3 nonthE on 1981 Ql (trough)
+

Lat$t 3 nonths on 1979 q? (peak)

0.5

5.4

14 .0

-9.7

1.3

14.4

r9.9

t7,4

0,?

2.0

tl,5

-8.0

Y:::
* l{ithin the total 'production' index energy end l.,ater supply industries aecounts îor 26 Fer cent,

and nanufacturing for the remaining 74 per cent

'R' sigif ies revised f igre * Energy t llater fuppty peak is 1979 Q3
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Peremtage cùange, l¡teEt 3 nonths* on¡

Total Production Industries

Energ ê l{ater Supply

o.r.r. extraction of oil û gas

coal and coke

Previ ous

3 nonths

0.5

5me
3 nonths
Iast year

5.4

14.4
2.5

23,?

2.0
7,9

-2.3
1.2

1.3
3.5
6.1

1981 Ql
(trough of output of

production industries)

r3,9

19,9
39,4

-17.4

11,5
17.3
5.1

n,8

Total lilanufacturing
o.r.¡. |letals

0ther ninerals *
Ctmicals (end nan-

n¡de fibres)
Engi neer i ng

Food, drink, tobåcco

Textiles etc,
0ttBr *l

* Augustr Septenber Ê 0ctober 1985

f Èlainly building materials
+i Paper, printing, publishing, tinber, furniture, rubber, plastics

0.2
-0,?
-0.3
-1.3

-0 .4
?,1

1.6
1.0

3.0
0.1
7.4
1.0

15.0
2,7

It.û
5.5





113

112
111

110
10e

108
107
106

1t)5

10.t
103
102
101

100
9e

88
97

s0
95
e¡t

e3
g2

TIITTEE-MONTtTLY INDEX NIJMtrENS OF OUTFUT
198(Þ100

1eBo 1981 1982 1983 1984 1985

- 
p,rcduotion + monufooturing
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JO683

MR D NORGROVE

Prime Minister's Office

INDEX OF OUTPUT OF THE PRODUCTION T}üDUSTRIES - OCTOBER 1985

The provisional index of output of the production industries for October 1985 v¡ill be
issued at 1l.3O am on Monday 16 Decen¡ber. A copy of the Press Notice is attached.

Latest fiqures

The October 1985 output index of all production indu$,tries, that is energ'y (Íncluding
coal) and manufacturing, is provisionally estimated at 1O8.8 (1980=Ì@, seasonally
adjusted), down t per cent on Septernlcer. For manufacturing the index was lO4.Orup 1 per
cent on Septenber. In the three months to October output of the production industries
was L per cent higher than in the previous three months and manufacturing output was
broadly unchanged. Some industry detail is given in the attached table.

Assessment

Manufacturing output grew steadily during 1984 and for the first half of this year (and
r^ras up 3 per cent between the second quarters of 1984 and 1985). Tkre more provisional
figures for the third quarter show a fall, but the underlying position is still thought
to be one of growth, with the provisional estimate for October tending to support this
view.

Oil extraction was l-ow between June and August, due Èo rraintenance work, but recovered
in September and October.

Output of the production industries in thê latest three months was 14.¡rer cent higher
than at its'trough in the first quarter.of 1981.

Impact of the dispute in the coal mining j-ndustry

In terms of the quarterly comparisons in the Press Notice, the after-effect of the dispute
on production industries in the latest three months was negligib-Le, and was t per cent
in the previorrs three months. In the three months to October 1984, the impact of the
dispute was 3å per cent.

Figures for November

Figures for November are schedul-ed for publication on Monday 20 January 1986.

Central Statistical Office
13 Decenlcer 1985

K MANSELL





Table A

Copy No.

PERSoNAL AND CONFIDENIIAL untlì release of Press Notlce at 11.30 all| on December 16 1985 and thereaften unclassified

Index of output of the production industries 1980=100

SUMMARY Tota ì
product ion
i ndustr i es

Enengy and Total Metals
water supply manufactuning

i ndustr i es

other Chemlcals
minerals and and man-made
mineral fibres
products

Engineening Food, dnink
and allled and tobacco
I ndust r.i es

Text i ì es,
footwÞar,
clothing and
ì eather

0ther
nanufactun'i ng

115.9
110. 1

101 .9
r03. 1

r983
r984

r 02.
r 02.
103.

106.
r08.
r 07.

10?.
rño

108.

1

6
ü

108
105
109

19
25
22

1984

1985

1985

Pencentage change latest 3 months on
previous 3 months+0.5 +1.3
a year earìier +5.4 * 14.4
lst quanter 1981(a)+13,9 +19.9
1st haìf 1979(b) +1,4 +23.9

r04.4
1 08.4

1 12.8
ltb,Ð
r 1K O

115. e
121 .4
12r.6

102.1
103.5
102.8

111.5
1 16.3
11?.5

1r9. 1

120.2
1 17.6

z

^

06,
09,
05.

96
100

100
101
101

I
1

ó
ú
ó

93.
95.

95.
96.
95.

o?

93.

93
92
95

9 107. 4
r r3.9

-1.3

+1.2

+21 .8

+8. 1

94.
99.

98.
100.
100.

103.
r04.
102.

8
1
I
4

5

I
¿

1
2
0

s
4
6

l0l. I
r02. r

101

101
102

101
oo

100

94
9?

97
98
oo

99
oo

01

6

^

1

7
7

5
0

A

7
1

o

0
2
0

93
97

98
97
97

97
98

ôo

98
oo

4
4
5

0
?

ü
I
a

L

4

1

2
ó

A

S

0

1

1

0

1

4

I
2

103.0
103. 2
104.0

+0.2

+2.0

+11.5

-RO

118
1r8
117

r03
r04
104

101
102
100

101
101
105

-u,¿

+7.9

+1?.9

- 10.6

-0.3

+5. I

-13.2

-0.4

+3. 0

+ 15.0

-5. I

+2. I

+0. I

+?.7

+¿,¿

+1.6

+?.4

+11.0

- 16.6

+1,0

+1.0

+5. 5

-r r.3

DETAILED
ANALYS!S

Coal and
coke

Extract ion
Õf mineral
oi l and
natural gas

Minera'l oi I
process ing

other energy
and water
supply

othen Chemicals
mlneraìs and
m i nera'l
products

Metal goods
not
elserhere
specif led

Meta'ls Man-made
f ibres

89
oo

983
984

35.6
70.7
?o"

99. 3
100.0
99. 4

100.7
9s. I

t00. 1

98. S
oaÊ

99. 6
90.3
90.0

112
r07
10'l

2
4

E

I
137
147

143
144
15?

154
148
146

139
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0

0

2
o
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r00
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1984 zz.9
23.7
27.6

a

6
0

o
4

6
0

I
7
o

5
o
2

1985

1985 80
81
81

Pencentage change latest 3 months on
previous 3 months

+6, I +3.5
a year eanlien *223.? .2.5
1st quanter 1981(a)

-17 .4 +39 , 4
1st half 1979(b)

- 15. 7 +60. 2

r 11.5
1 16.3
't 17. 5

1?0.4
r21.5
118,8

97.0
98.5
96.8

I
2

A

S
0

oo

110
r09

8
¿

4
1

a

10

17

o

I
I

97
98
YO

-3.5

-3.6

+0,4

- 14.5

"18. 1

* 10.0

+1.7

-o.z

¡7 O

+17.3

- 10.6

-0.3

_Òã

*5. 1

- tó.¿

-1.4

+1,4

+22.9

+10. I

+0. I
-5, 0

-r7.0

-45. 7

-o.2

-2 0

+9. I

-21 .0

DETAILED
ANALYSIS
cont inued

Mechanicaì Electr'ical Motor othen
englneering and vehicles and tnansport

instrument parts equipment
eng i nee|i ng

Food Dnink and
tobacco

Texti'les Clothing, Paper,
footwean and print
leather publ j

Al 1 other
and manufacturing

ng
lng
shi

1983
1984

1984

A?

87

89.
92.
89.

84
ü

r08.1
122.9

83.9
81.3

+6. 2

+ '13. 7

-29.z

95. 0
9r.5

03.
104.7

5 9r .3
93. I

97 .4
10r .4

95
96

98
96
o^

92.
96.

vo.
95.
ot

97.
97.
97.

98
98
oo

2
oo

¿

3
4

1

?
ã

A

S
0

86.7
87.8
87.2

80.9
81.8
't7.2

92, 0
91 .3
92.?

r03,6
104.3
106.0

86. 1

87.2
89. 2

91
ô1

92

89
o1

82

101. I
10r.6
103. 8

99.9
100.0
98.1

120
124
128

13r
r31
128

I
8
5

I
4
5

93.
94.
94.

96.
95.
99.

oo

99
99

7 o
80

1 985

1985 127
128
13?

Pencentage change latest 3 months on
previous 3 months+1.0 -1.6
a year eanlier 44.7 +2.4
1st quarten 1981(a)+4.4 .39.4
1st half 1979(b)

-17. I +25.0

96. 1

93. 7

93.7

101. 1

102. 3
102.6

93
oÃ

100

4
4
1

7
4
v

97
97
96

97
97
99

6
0
5

104
102
103
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104
107

0
4
I

7

2

8
7
4

1

a

1

96.
97.
98.

100
98
99
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IU¿

+0.7

+6. 2

-? o

+3.7

+?,6

+7.1

+5. 7

+1,2

-1.0

-6. 0

-5. 0

.2. 6

+5. 7

+9. 5

-20. 6

(a) Last trough fon productlon industries (b) Last peaK for pnoductjon industries
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INDEX OF OUTPIIT OF THE PRODUCTTON INDUSTRIES _ OCTOBER 1985

ln the three months to October output of the production industries is
provisionally estimated to have increased by L per cent compared with the previous

three months; manufacturing output was broadly unchanged.

output of production industries (to october 1985)

The October index of
coal) and manufacturing -
adjusted). In the latest
previous three months and

This latter comparison is
note overleaf).

output of the production industries - energy (including

is provisionally estimated at l-O8.8 (l9BO=1oO, seasonally

three months output was å per cent higher than in the

5à per cent higther than in the same period a lzear earlier.
affected by the dispute in the coal mining industry (see

Manufacturing output in the latest three months was broadly unchanged compared

with the previous three months but 2 per cent higher than the levef of a year

earlier. Within manufacturing, output of food, drink and tobacco and of textiles and

clothing increased by 2 per cent and output of "other" manufacturing bw I per cent

between the two latest three months periods. Output of metals, other minerals, and

of engineering and allied j-ndustries were,broadly unchanged. In contrast the

output of chemicals fell by I per cent.

Energy and waier supply rose by 1à per cent between Èhe two l-atest three
rnonths periods r i.,'j-th increaseC ex+-ract.ion of oif and aaiural Eas and coal ouiput
more than offsetting red.uctions in gas and electricity supply

üÈlgprepared by the Government Statistical Service





By market sector, output of consumer goods rose by lb per cent bètween

the two latest three month periods, intermediate goods bl¡ h per cent while

investment goods were broadly unchanged.

In the longer term, output of the production industries in the latest
three months was 14 per cent higher than at its trough in the first quarter of 1981;

manufacturing output v/as llL per cent, higher.

Output of production and construction industries (to Q3 1985)

OuLput of the construction industry in the third quarter is estimated. to have

been similar to the level of the previous quarter. Output of production and

construction industries in the third quarter was L per cent below its second quarter
level, but 12L per cent above the first quarter of I98t trough.

Effect of coal dispute on industry production

Output of the coal ind.ustry normally accounts for about 4 per cent of
industrial production. It is estimated that, in the three months to October, the
after-effects of the coal dispute had a negligible effect on the level of
industrial production, and reduced the index by less than L per cent in the previous

three months; the dispute red.uced the index by nearly 3L per cent in the three
months to october L984. The effect on the figures for manufacturing has been small.
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OUÍPUT OF THE PRODUCTION INDUSTRIES(])

( 1980= 100)
TABLE 1

Market sectonsBnoad industry groups

Energy

Division 1

Manufactur I ng

Division 2-4

Consumel
goods

Investment
goods

Intermediate
goods

Product ion industries

Division l-4

51?2432457362641000lve ights
ôo

107.
100.
oo

r02.
r07.
106.

1

0
2
ó

I

ü
8
0
Þ

I
n

06.
04.
00.
o1

92.
92.
9?.

r08.4109.
r09.
r00.
94.
94.
96.

r00.

1
5
0
0
2
I
7

85.0r03.
10?.
100.
96.
98.

101.
103.

1

0
6
4
o

1

r978
1979
1980
198',l
r982
r983
1984

Seasonal ìy
adjusted
1980 r

?

4

3
0
4
8
9
7
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100.
96.
95.
98.

101.

5
0
o

0
I
I
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100.
103.
110.
r rÃ
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2
l
I
I

r04.
101.
97.
9ô.
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98.
oo

101.

oo

102.
103.
r03.

e

107.3
r0r .9
o"E
93.3

90.0
90.7
01 0
o2 1

93.0
93.8
92.1
90,4

93.8

100.
100.
101.

100.
100.
r00.

toz.
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100.

101.
101,
r03.
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102.
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102.

1r3.5
1 13.9
r 12.3

r02.1
101 .5
103.7

103.3
10?.'l
104.5

09.
10.
10.

108.

105.
r04.
106.

r04,
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105.

r0ô.
r06.
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91

94

95
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o?
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r03
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95.

96.
otr

9?.
96.

95.
95.
oÊ
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r 02,

o

1
Ã

0

0
â

2
o

¿
7
6
o

4
o
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4
5
1

6
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97. 4
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Yó.
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94.
94.
94.
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oÃ

97.
98.
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98.
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104.
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I l¿,
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7
0
9
4

0
8
Ê

0

6
4
z
o

1

3
o
4

a

1

A

7

4
I
o

1

â

4

8
5
0

0
2
0

Â

2
4

ã

7
1
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1'17.
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L

L

I
7
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95.
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o?

98.

97.
98.
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r 02.
103.

2
2.
E

8

7
8
0

?
o
ã

8
I
0
1

I
5
4
1

1

7
2
4

4.
1,
8.

4
4

0
2
8

1

2
à

4

1

?
â

4

I
2

4

1

2
3
4

1

2
ó

r981

r982

1983

1984

1985

1983

r984

104. I
106.2
109. 0
1 10.02

4
4
5
7

2

1

110
105
104
106

109
113
117

4
7

I
2

ó
2
8

102.6
10?.4
103.2

r04.3
102.4
102.4
103.5
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100.3
101,3
101 .3

r 15.2
121 .4
121 .6
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103
102

106
108
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3
2
6

D

8
6

6
?
1

L
0
5

98.3
98.3
99. 6

93, 2
93. 5
95. 8

97.3
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101.4
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104.1

o
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7
1
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I
0
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2
o
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7
4
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6
o
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I
8
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6
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Uü.
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2
4
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0
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J
F
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A
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J
A

S

0
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D

J
F
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A
M
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J
A

S
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4
4

r,
6
R

o
6
o

YO.

94.
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96.
oÊ
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96.
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oe

r03
r03
104
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r01
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99.
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100.
oo

100.
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101.
r02.

1 00.
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103.

r07
107
109

r06
103
10?

1r0
109
109

r01.
102.
103.

103.
103.
r04.

107.

r08.
r08.
108.

107.
107.
109.

102.6
r0r .6
r02.9

109. r

r08.3
1 10.5

112.8

111.8
111.9
11A.7

t5. I

13.3
17 .2

I
0
o

2
4
0

7
2
?

?
a

0
ü
I

1985

0
0
5

0
2
7

10?
r03
IUó

1

6
9

,J

0
2

102
r03

121 .7
1 23.6
118.8

122.9

0
1

6

104.8r04.0

+0.2

104. 3108.8

+0. 4+0.5 {l.3I 3-month on
3-month

(1) Output ìndex numbens include adjustments, as necessany, to coñpensate for the use of sales indicators (sêe Notes to Editols)
(Zi nveiage of August to October 1985 compared with the avenage of May to July 1985'





OUTPUT OF MANUFACTURING INDUSTRIES

( I 980= 100)
TABLE 2

Texti lês, clothing other
footwear and leathen manufactuning

Class 43-45 Class 46-49

52 126

Food, drinK
and tobacco

Chemicals and Engineening and
man-made fibres alI ied industnles

othsr nlinerals
and mlnenal
products ( 1 )

Metals

Class 21-22 CÌass e3-24 Class 25-26 Class 3l-97 Cìass 41-42

aô 41 68 3?5 oolre i ghts

l9?8
1979
1980
1981
1982
1983
1984

Seasonaì ly

1981

1982

r983

r 984

1985

1983

1984

r 985

3-month
change (2)

r10. 1

107. 6
r00.0
91 .8
02 0

94. Ioot

109.5
111.I
100.0
93. 2
90.8
93.6
97. 6
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117.9
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?
o
4

1

2
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109.2
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93. 0
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1 r2.8
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r02.0
101.8
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2
,|

I

0

101

99
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7
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-0.2 -0.3 -1.3 -0.4

(1) Mainìy buildlng materials
(2) Average of August to octoben 1985 companed wjth the average of May to July 1985

+2. 1 +1.6 +1.0





OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

(1980=100)
TABLE 3

Production and
const¡uct 10n
Division l-5

Constnuct ion

Dlvision 5

Pnoduct ion industries

Division l-4

Manufactun ing

Divis ion 2-4

oi| and gas
êxtnact lon

Class l3

44

Enengy

Division I

V{e i ghts
(parts pen thousand

of GDP(0))
4?4 bú 361 266

1978
io?o
1980
198r
1982
1983
r984

Seasonally adJusted
1979 1

?

4

1980

r981

r982

1983

1984

r985

103.4
106.9
r00.0
95. 6
97.3

1 00.9
102.4

99. 4
99.1

102.0
103.1

103.2
101.7
r02. 1

102.8

r05. 1
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100.0
89.9
91.6
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103.2
107. 1
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96.6
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121.6
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7
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0
U

a
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Ê
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7
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0
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3
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8
8
?
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5
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1
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o
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5
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97
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l
4
2
?

7
0
I
4
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1

L

4

I
2
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4

1

2

4

1

2

4

1

2

4

1

¿
a
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89. 5
90.9
86.9

1 02.0
102.8
r03.5
107. 0

107. I
107.0
1 10.9
115.6

89, r

90.6
92.6
94. 3

r31 .9
13r.0
141.9
145. 7

r05.
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97.
95.

OE

95.
97.
98.

97.
98.
99.
98.

2
2
I

I
7
z
4

4
7
1

l1?
r08
r05
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04
02.
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à

4
4
5

0
L

I
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(l) The long run series in column 3-5 are conslstent with taþle I





T TES æ DTIUNS

1.The index numbers of output of the production and construction lnaru'tries 1n thls PreBB Notice are on the ¡aee rg8o

= roo and cra66ified to the rpgo revieron to lrru stanararar rnaustrrãi cla'siflcatlon (src). Ítrese industries account

for h2 per cent of grosÊ domestlc product; productlon lndustrles tiã''" t""o''nts for 36 per cent' The index numberê

vere flrst publlshed ln thls fo¡m in septemuer 1983. The monthly fndex for the p¡'oduction industrle6 coverE only the

energy (ancl water supply) Dlvlalon 1--of the. ÁfCr-tia manufacturlng lndustries' Dlvislone 2 to lr of the SIC' An index

of production arra cons{"uction broadly .qurrr-a1át to the pt".'ro,rJry--pub11sheá "a11- *r^duetriee' lndex of production"

j.s aval1able only quarterl-y. The6e change' were descrlbãd in- "ãi"i"" 
1n March l-983 Econonic Trend6' A furthe¡

article descrlbing the effecis of reba'ing appealeai in October 1983 Economlc Trentls'

2.The purpo8e of the index nu¡ubers 1Ê to neaEure change6 in net output o¡ vaLue atlcted (that 18 total outputB l-ess

total inputs) at constant (rgBo) prices. Conceptualryl trrrs- s¡ouiãie estlmated aÊ the difference between output6

and input', each valued at the appropriatå fti"u" of' tfre Uase year' However' .tl¡i6 apploach' known as double

deflation, iE difflcult to apply reliably-sinc-e it requires. gt"ui deal of lnfo"matlon' In practice' movenents in

net output at constant priceE are generally estinated-uy noveménts in g"os" output at constant prices' Thls yields

satisfactory e'tinates, provtded the ratlo or groas to net output-remaiis largely unchanged, as vilI generatry be the

case in the Bhort-tetm. Further diecusston of the concepts of-t.""rr""t"tã tty be found in "The measurenent of

changeB in producti.on, Studies ln Officlal Statistics nuraber ã5" (H!ÍSO, 1916) '

J.The inttex of production 16 a welghted average of 330 separate indicator6, each of r'hlch de6cribee the activity of a

smalr aeetor of industry. The6e lndicatotã "r. 
ãtarne¿ .o"tiriy wheré posslbre.but for a nu¡nber of 6ectors'

representing 1'¡å pe¡ cent of activlty, only quarterly. data are avaliâbfe. Ttto gccaslonal Papers' one 
'IeÊcribing 

the

veights and indicator' and the other li¡e 
"ou""äu 

usett in compil-ing the index, are avaiLable'

l+.Many of the baslc 6erie6 used to con6truct the inalex of production neaÊure elther flnal- protluction or derlveries'

NelthertypeofBerlestakesaccountofchangesinvork_t,,p"ogreesan.l8erles-base.londelivertesdonottake
account of changes ln 6tocks of finlshea gooãs-. All of tfre indä numbets in thls Press Notice have been adJusted

hrbere nece66ary, for estimated changes in nanufacturergr etocks' An Occasional Paper descrlblng the6e calcufatlons

is available.

,.More detall-ed tables on the index of p¡o¿luction are pubriehetl regularly in 'rBrlti6h Business" and the "Monthly

Dtgeot of Stati6tics".

6.E6tißateÊ of the output of the conBtructlon lnalu8try are compatible vith thoee pubtiehed by the Departnent of the

Envlronment which are available only quarterly, one nonth in "tt"tt" 
of the corresiondlng quarter6r estlnates for the

output of producti.on industrlee. rrre aggr"g'a'te intlex nunber-s no l-onger make usè -of prerirûinary estinate6 for the

construction intlu'try based, ln ad.vance of receipt of regular ""i*i" 
from the industry' on broad lndlcators of

activlty; they are thus delayed by one nonth but are better fountletl'

J.Within the englneering industrie8 the index nunberE are now benchnarked onto the Quarterly sales rnquirles

conducteal by the zusineãs statlstlcs offi;;: ThlB, coupLed -nith an lnprovement in the lnitial responae to the

nonthly lnquirles for the lndustry, have enabled the lerieå to be pubrisheã without the Emoothing that r¡a6 neceBsary

in the 1975 baÊed lndex.

g.The lnciex ¡ulbers ln thls preÊ6 Notlce are al-I seasonally aauusted, to remove annuêlfy recurring nonth-to-month
varlation6 oving fo¡ exampte, to the rnci¿ãnc. or n"r-iaáyì-a"a"ãit"t'regular 6ea6onal pâtterns of behavlour' Íhe

adju6ttnents can onl"y be ãerived fÌom analy6l6 of past data and nay not be conpletefy appropriate when hollday

p"it"rt" change thalply. Unaatiusted tlata nay be obtained fron CSO'

g.Estinates for the latest few nonths are a1nay8 ba6ed on partlal lnfornatlon and shoul"d be regar'Ied a6 provl6ional
and subJect to revision a€ more complete data become available. During the lifetime of the 1975-based index' the

"".."e."t""i":.o" 
(t"eã;àrãss or stgn) to the arl-indust¡ies index for the latest nonth ï46 one half of 1 per cent'

It 1s recomnended that, to obtaln an a6sesB¡¡¡ent of Bhort-term change, attention should be directed to the three-nonth-

on-three month changes. The average revlsion to this latter neas-uri """ otr" quarter of a percentage point over the

same perlod. An Occaoional paper 1À available from CSO describing the effect6 of revislone'

Io.over the last eighteen months or eo, revlalons to the aerles for nanufactu¡lng have been general-l-y upwa¡d6 and

Iarger than those 1n eartier periods. In compiltng the provlsionaL eetinate for nanufacturing for october 1985, some

all-owance ha6 been tade for the underetatement.

Il.Occasional paper8 (price f,2.!0 each) anil off-prints of Econo¡ûlc Írends articles (prlce tl.!O each) are available
fron the Central Stati6tical Offlce.

12.Technical note on indlrect effecte of the coal df EÞute on l¡dex of Droaluction

As indlcateal in Note 2, above, the l-ndex numbers in thls PteÊE Notlce ain to nea6ure changes 1n net output at

""""i""t- 
(1980) prfces. Íhe nain indirect effectE of the coal allEpute rere on the net output movenent6 in the

electrlcity anal the lron and 6teel indu6trie6. For electriclty, although grosõ output was úalntaineal, net output was

reduced a6 a reBult of the hlgher coBt of inputs, wlth nore oii Uutttg lrs"¿ tn place of coal. Sinil-arly, net output

in the iron and 6tee1 industry wae also realuceã, rêflectfng an Lncrease fn the delivered costs of inpute'
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GDp FTGURES FOR Tffi SECOI¡D QUARTER OF 1985

I. The CSO's provisional estimates of GDP in the second quarter of
1985 witl be published tomorrow (Friday) at 11.30 a.m. Preliminary
figures for the output measure of GDP vtere published a month a$o.

)rríe figures being published now include a revised estimate for the

output measure of GDP, as well as the first published figures for
the income and expenditure measures for the second quarter' along

with the average estimate of GDP based on all three measures. There

have been revisions to the quarterly figures for GDP in f984 and earlier
years, to bring them in line with revised annual totals published

two weeks ago in the 1985 Blue Book. An advance copy of the press

notice is attached.

Second Ouar ter Fiqures
2.
the

The average estimate of GDP, shows a I.2 per cent rise between

first and second quarters of 1985. This compares with a rise
of % per cent suggested by the preliminary figure for GDP(O) published
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last month. The

with the Lncome

1I¡ per cent.

rise
and
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fn GDP(O) has nord been revised uP to I per centr
expenditure measures both showing Lncreases of

rise of 5 Þer cent in the
The output measure

expenditure measure

3. The average estimate of GDP shows a
second quarter of 1985 comoared with a Year earlier.
shows 4 per cent growth over this period, the

4\ per cent, the income measure 5k per cent.
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CoaI Strike
4. Recovery from the effects of t'he coal strike is estimated to have

added about 1 per cent to GDP growth between the second quarters of

1984 and 1985. l{aking allowance for this, the underlying growth in
GDP between the second suarters of 1984 and 1985 is estimated at about

4 per cent. The CSO estimate recovery from the coal strike added

about I per cent to the increase in GDP between the first and second

quarters of 1985; allowing for this there was an underlying increase

in GDP of k per cent between these two quarters.
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AcruAl AllD trrlrE'ADJuSrED GDp 0cr0rt00)
_ AVERAGE ESTMATE

Aù'IJSTED FOR COAL STRIKE
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GDP Growth since the last Cyclical Peak
5. As published in the 1985 Blue Book, GDP growth in 1984 is noh'
estimated to have been 2.4 per c.ent. The average measure of GDp in
the second quarter of 1985 was 6\ per cent above its previous cyclical
peak, reached in the second quarter of L979; and it was 13 per cent
above the trough reached in the second quarter of 1981. Over the
4 years of the present upswing the rate of GDP growth has averaged
a litt1e over 3 per cent a year.
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L979

198 0

r98l
]-982

198 3

198 4

1984 Ql
,Q2

Q3

Q4

I98s Q1

Q2
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GDP INDEX 1980 PRICES

(Averaqe lt{easure )

Level
( 1980=I00 )

L02 .4
100.0

98 .4
100.4
103 .6
106. r
105.6
10s. t
r06.2
LO7 .7
108.9
110.2

Percentage change
or a year earlier

2.6*
-2.32
-r.6r
2.02
3.22
2.44
2.68
2.22
2.I*
2.62
3 .1r
4.92

GDP Deflator
6. The deflator for GDP at market prices in the second quarter of
1985 bras 5\ per cent higher than a year earlier. (the MTFS figure
for average growth in the GDP deflator for 1985-86 was 5 per cent).
The increase in the GDP deflator is well below the increase in the
RPI (which was 7 per cent up between the second quarters of 1984 and
't)985 ) . The dif ference partly ref lects the impact of mortgage rates
and import costs on retail prices.

Components of Expenditure
7. Consumers' expenditure rose by L\ per cent in real terms between

the first and second quarters, having been fairly flat since the end

of 1983. A turnround from destocking in the first quarter to positive
stockbuilding in the second quarter added about I per cent to GDP.

There r,rras also a \ per cent contribution to growth from the real trade
balance. Gross domestic fixed capital formation fell sharply'
reflecting the surqe in investment in the first quarter ahead of the
reduction in investment allowances. For the first half of 1985 as

a whole, gross domestic fixed capital formation was 34 per cent
up on the first half of 1984.
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Company Profits
8. Industrial and commercial companiesr gross trading profits, net
of stock appreciation, were Little changed between the first and second

quarters of 1985. In the first half of 1985' they were 28t up on

the first half of 1984, though this comparison is affected by the
inclusion of British Telecom profit in the figures for the more recent
period. [l¡Ot FOR USE: Taking out British Telecom profits, the rise
in profits between the first half of 1984 and the first half of 1985

would be roughly 20 per cent]. Figures for recent years are nohr

estímated as follows:
tlt I t.'. tx
)i
It1,''i2'',.: t)

ICCs Tradins Profit s Net of Stock Appreciation

f billion

1982 33.9
1983 40.8
1984 50.2
1985 first half 30.0
* Affected by inclusion of British Telecom

Growth
198 4 2-r98 2

Revisions to GDP

9. The press notice contains a technical note to editors which sets
out ranges within which the eventually revised values of growth over
the last one and two years are likely to lie, if past experience with
revisions to GDP estimates is continued in the future. The ranges

=iroted are !

(per cent change on
previous year)

l6
2t
23*
28t

Average Growth
r983Q2-1985Q2

3t- 4\
3r-s
9-r0\
9-1r

ReaI GDP

ReaI GDP, strike adjusted
Money GDP

Money GDP, strike adjusted

4\-6+-
3\-s,
10-1lL
9-IOL

Assessment and Line to Take

10. The UK economy is now into its fifth year of uninterrupted growth,
with growth particularly strong over the last year. The economy is
on track to achieve the Budget forecast of 3L per cent growth in 1985.

rìrîtlDTñEtlmT t\ I
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CONFIDENTIAL

untit II.30 a.m. on Friday 20 September

ThEN RESTRICTED

FROM: S J Davies
DATE: 19 September 1985

CHANCELLOR OF THE EXCHEQUER cc Chief SecretarY
Financial SecretarY
Economic SecretarY
Minister of State
Sir Peter Middleton
Sir Terence Burns .-
Ivlr Cassell
Mr Monck
Mr H P Evans
Mr Odling-Smee
Ir{r P Sedgwick
Mr Culpin
l4iss OrMara
I'1r Allum
l4r Vernon
Mr Lord
Mr Cropper
Ivtr H Davies
Ivtr R Clarê (CSO)

GDp FTGURES FOR Tffi SECOND QUARTER OF 1985

I. The CSO's provisional estimates of GDP in the second quarter of

1985 will be published tomorrow (nriday) at 11.30 a.m. Preliminary
figures for the output measure of GDP $tere published a month ago'

i.ire figures being published novr include a revised estimate for the

output measure of GDP, as weII as the first published figures for
the income and expenditure measures for the second quarterr along
with the average estimate of GDP based on all three measures. There

have been revisions to the quarterly figures for GDP in 1984 and earlier
years, to bring them in line with revised annual totals pubtished

two weeks ago in the 1985 Blue Book. An advance copy of the press

notice is attached.

Second Quar ter Figures
2.
the

The average estimate of GDPr shows a
first and second quarters of I985 -

L.2 per cent rise bet$/een

This compares with a rise

of ,4 per cent suggested by the preliminary figure for GDP(O) publis
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in GDP(O) has now been revLsed up to l per centr
expenditure measures both showing Lncreases of

3. The average estimate of GDP shows a ríse of 5 Þer cent in the
second quarter of 1985 compared with a vear earlier. The output measure

expenditure measureshows 4 per cent growth over this period, the
4N per cent, the income measure 5lf per cent.
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Coal Strike
4. Recovery from the effects of the coal strike is estimated to have

added about I per cent to GDP growth between the second quarters of
1984 and I985. Making allowance for this, the underlvinq crrowth in
GDP between the second quarters of 1984 and 1985 is estimated at abouÈ

4 per cent. The CSO estimate recovery from the coal strike added

about I per cent to the increase in GDP between the first and second

quarters of 1985; allowing for this there was an underlying increase
in GDP of ,4 F,er cent between these two quarters.
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AVERAGE ESNMATE
Aù'USTED FOR COAL STRIKE
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GDP Growth since the last Cvc Iical Peak
5- As published in the 1985 BIue Book, cDP growth in t9B4 is now
estimated to have been 2 .4 per c.ent. The average measure of GDp in
the second quarter of 1985 was 6\ per cent above its previous cyclical
peak, reached in the second quarter of L97g; and it was 13 per cent
above the trough reached in the second quarter of I9Bl. Over the
4 years of the present upswing the rate of GDp growth has averaged
a little over 3 per cent a year.
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GDP INDEX T98O PRICES

(Average lt{easure )

Level
( 1980=I0 0)

L02 .4
100.0
98.4

r00.4
r03 .6
106. r

3
0 Percentage change

or a year earlier

2.64
-2.32
-r.68

2 .0r
3.2*
2 .42
2.6t
2.22
2.L4
2.6*
3.1r
4.98

L979

198 0

1981

L982

1983

1984

1984 Qr

Q2

Q3

Q4

I98s Qr

Q2

r05.1
r06 .2
L07 .7
108 .9
110.2

GDP Deflator
6. The deflator for GDP at market prices in the second quarter of
1985 r^ras 5\ per cent higher than a year earlier. (The MTFS f igure
for average growth in the GDP deflator for 1985-86 was 5 per cent).
The increase in the GDP deflator is weII below the increase in the
RPI (which was 7 per cent up between the second quarters of 1984 and
1.985). The difference partly reflects the impact of mortgage rates
and import costs on retail prices.

Components of Expenditure
7. Consumers' expenditure rose by L\ per cent in real terms between
the first and second quarters, having been fairly flat since the end

of 1983. A turnround from destocking in the first quarter to positive
stockbuilding in the second quarter added about I per cent to GDP.

There was also a Z per cent contribution to growth from the real trade
balance. Gross domestic fixed capital formation fell sharply,
reflecting the surge in investment in the first quarter ahead of the
reduction in investment allowances. For the first half of 1985 as

a whole, gross domestic fixed capital formation lvas 3\, per cent
up on the first half of 1984.
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Company Profits
8. Industríal and commercial companiesr gross trading profits, net
of stock appreciation, were lit,t,Ie changed between the first and second
quart,ers of I985. In the first half of 1985¡ they were 288 up on

the first half of 1984, though this comparison is affected by the
ínclusion of British Telecom profit in the fígures for the more recent
period. [Nor FoR USE: Taking out British Telecom profits, the rise
in profits between the first half of 1984 and the first half of 1985

would be roughly 20 per centl. Figures for recent years are nor^t

estimated as follows:

ICCs Tradins Profits Net of Stock Aooreciation

€ billion

L982 33.9
1983 40.8
1984 50.2
1985 first half 30.0
* Affected by inclusion of British Telecom

Growth
1984Q2-l98sQ2

4\-6\
3r-s\
r0-1lL
9-10L

(per cent change on
previous year)

16

2L

23*
2gt

Average Growth
1983Q2-198 5Q2

34- 44

3r-5
9-r0\
9-11

Revisions to GDP

9. The press notice contains a technical note to edit,ors which sets
out ranges within which the eventually revised values of growth over
the last one and two years are likely to lie, if past experience with
revisions to GDP estimates is continued in the future. The ranges
uoted are:

ReaI GDP

ReaI GDP, strike adjusted
Money GDP

Money GDP, strike adjusted

Assessment and Line to Take

10. The UK economy is now into its fifth year of uninterrupted growth,
with growth particutarly strong over the last year. The economy is
on track to achieve the Budget forecast of 3l per cent growth in 1985.
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DATE¡ ó August lt85

MR V J BAKER - INLAND REVENUE

The Chancellor has seen and was grateful for your minute of 3l July.
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INLAND REVENUE
POLICY DIVISION
SOMERSET HOUSE

FROM: V J BAKER

DATE: 31 JULY 1985

L
"y,&ro*
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2. Ps/cHANcELLoR

TAX ANOMALIES AND FTNANCTAL MARKETS

The Chancellor asked for comments on the JuIy Greenwellrs
Monetary Bulletin. this response also reflects the views
of FP and HF.

2. Vühile some of their detailed poj-nts are f air enough,
Greenwellrs overall assessment of the i-mpact of the tax
system on the marketIs reactions is rather theoretical'and f'ar
fetched and their remedies are hardly practical. The maj-n

conclusions (that anomalies arj-se in a partially indexed
system ancl atLempts to deal with these piecemeal creaLe
complexities) are widely recognised. But it hardly follows
that the whole system should be indexed or CGT should be
abolished.

3. The difficultj-es of a partially indexed system were taken
into account when the decision was made to proceed with the
limited indexatj-on of the capital gains system in 1982.

(r,-t'n
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lvith declining rates of inflation the need for indexation
becomes less acute and the case for reviewing the difficulties
which partial indexation of the system creates becomes stronger.
It was largely for thÍs reason that attempts \^lere made this
year to devise a restructurÍng package for capital gains tax
which, while recognising the accrual nature of the tax, would
have permitted a return to nominal values. In the event this
did not work out.

4. Once the decision has been taken to allow for inflation
in the tax system, there are argiuments of principle in favour
of a comprehensively indexed system rather than a part,ial one.

However, the practical and institutional arguments against are
substantial. It is noteworthy that,, in the US, where the
position is rather different because nominal interest is
generally allowed as a deduction manlu of the ori-ginal quite
comprehensive indexation proposals have subsequently been

dropped.

5. The other Greenwell's proposal - abolÍtion of capital gains
tax - does not follow from their analysis since it would create
a greater anomaly, namely a stronger j-ncentj-ve f or the
conversion of income into capital. A great deal of useless
effort would go into this, and the impact on the tax yield
could extend wetl beyond the current yield of capital gaj-ns tax
and corporation tax on capital gains.

6 . Some comments on particular points in the Bullet'in.

Ordinary share subsidy

Clearly debt fÍnanced investment in assets yielding capital
gains is favoured but this applies to commercial and business
property as much as to ordinary shares; so it is not clear that
there is an "incentive" to paper transactions.

2
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Speculation and g ilts versus eguities

Greenwell's comments that gilts wilt be less at,tractive evidently
apply to high coupon stocks affected by the bond-washing
provisions. Their prices fell when the provisions were

announced in February. Ilowever, those of low coupon stocks and

indexed gilts rose. The July 1985 announcement of full CGT

exemption raised the price of index-linked and low coupon stock
slightly but left high coupon gilt,s unchanged. The Bulletin
says the gilt market should have fallen in response to all this:
in fact since just before the accrued income scheme was

announced at the end of February, conventional gilts have risen
in price while equities have fallen.

Moneta owth

It is far from clear, given, for example, the prospect of exempt

gains in the gilt-edged market, that there would be a signifl"cant
increase in relative attractiveness of ÜK deposits compared with
gilts. The Revenuers forecast of higher tax from holders of
gilts is small in relation to the value of the outstanding stock
of gilts. Moreover, bank deposíts are not close substitutes for
gilts, and any effect is like1y to be diffused among aII
financial assets and property.

Futures

The Bulletin notes that there will be an advantage in holding
a gilt future rather than the cash instrument, so as to be able
to close out for an allowable loss or take delivery for an

exempt gain. Rather similar consÍderations apply to gilt
options. We have been discussing this effect with the markets
concerned, and plan to report to the Economic Secretary shortly.

3





Svnthetic qilt edqed stock

Greenwellrs suggest that a ful1y hedged purchase of a US

Treasury Bond could be an attractive alternat,ive to gilts.
Any realisations would attract indexat.ion relj-ef and, if
indexed losses hrere made, these could be set against other
CGT liabilÍties. But it is not, clear that any great advantage
would accrue from such transactions, given low UK inflation.
In principle, the forward exchange market should adjust j-n

response to arbitrage to remove the scope of such activity
at the margi-n. Some quick calculations by HF based on comparable
US and UK stocks, using current forward exchange rates and
allowing for indexation relief, confirm these conclusions.

V J BAKER

4





4.38 fir*Yl

FROM¡ A TJIT KUCZYS

DATE: ?5 July 1985

cc PS/Financial Secretary
PS/Economic Secretary
Mr Cassell
Mr Peretz
Mr Monger
PS/rR

MR WEEDEN .INLAND REVENUE

TAX ANOMAIjES AND FTNANCIAL MARKETS

The Cha¡rcellor has seen the attached a¡ticle in Greenwell's Monetary Bulletin. He would be

grateful for quick comments. Please could you consult FP and HF divisions?
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Tax Anomalies & Financial Marketg

During the last eighteen months, there has been a series of tax changes. Their overall
effects may not be generally appreciated because the individual elements were anouneed
pieeemeal, one between budgets and two at the report stage of the 1985 Finanee Bill. The
more surprising effects, whieh are explained below, are:-

i) investment in ordinary shares will in some circumstances be subsidised, while the
main subsidy to direct investment in plant and machinery has been withdrawn;

ii) the gilt-edged market should have fallen relative to the equity market;

r¡¡) long term investment in gilt-edged stocks will be penalised while short term
speculation will be encouraged;

iv) monetary growth will be encouraged;

v) investors who are not short term speculators and who are subject to capital gains
tax should consider purchasing long gilt futures on LIFFE raÈher than hold long
dated gilt-edged stock; and

they should also consider purchasing rrsynthelic bonds'r rather than hold short,
dated gilt-edged stock.

The relevant tax measures are!-

i) The withdrawal of first year capital allowances, in the 1984 Budget.

u) The change for most investors in the taxation of income on gilt-edged stock, from
a receipts to an accrual basis, announced in February 1985 and fully effective
from 28th February 1986.

ur.l The extension of indexation relief to include both the first year after purchase
and allowable losses in real terms, in the 1985 Budget.

iv) The full exemption of gilt-edged stock from capital gains tax (CGT) for disposals
afÈer lst July 1986, at the Report stage of the 1985 Finance Bill.

The change in the CGT identification rules for ordinary shares from first in, first
out (FIFO) to last in, first out (LIFO), also at the Report stage of the 1985
Finance Bill.

v)

vi)
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Ordinary share subsidy

This wiü be aväilable in only a minority of circumstances and will depend on two
conditions., First, the finance for an investment in ordinary shares will have to be raised by
borrowing from a bal¡k or issuing a qualifying (i.e. high coupon) bond, and the interest on it
will have to be allowable for tax purposes. Tax relief will, accordingly, be available not only
on the real rate of interest but also on lhe rate of inflation. The second condition is that
both the investor and lhe investment musb be subject to CGT; indexation relief will then be
available.

The subsidy arises because the tax treatment of inflation in not symmetrical. It is tax
free on the investment but allowable on [he loan. The effect at 60/o inflation and 75o/o
corporation tax is that the Inland Revenue will pay just over 2o/o of the rate of interest. It
should be noted, however, that payment of the subsidy will be delayed until the investment issold. Further, the investor must be able io use the tax loss, i.e. he must have gains
elsewhere which would otherwise be subject to.CGT.

It might seen ironical that the Government has given this incentive to paper
transactions while at the same time withdrawing first year allowances on direct investment
in plant and machinery.

Gilt-edged Yenil¡s Equities

Partly as a result of [he above changes, and partly as a result of the changing tax
treatment of gilt-edged stock, the gilt-edged market should have fallen relativa to the
ordinary share market. Indexat,ion relief is available on the latter but not the former. Gilt-
edged investors will be subject to income tax, where eppropriate, on that part of the return
on their investment which compensales them for inflation. Being more precise, the equity
market should have risen because of the extension of indexation relief combined wiÈh the
retention of LIFO, while the prices of high coupon gilt-edged stock should have fallen because
losses taken wiLhin a year of purchase will no longer be allowable after lst July 1986 and
because accrued interest will be subject to tax as income.

Speculation

Long term investment in gilt-edged stock will be less attractive, for the reasons given
above. In contrastr lhe full exemption of gitt-edged stock from CGT after lst July 1986
means that the gilt-edged market will be by far the most important market in which short
Èerm speeulation will be completely free of tax for investors normally subject to CGT.

Monetary Growth

A gilt-edged stock used to be a more tax efficient investment than a bank deposit
because short term losser¡ were allowable and accrued interest was tax free on disposals of
stock held for more than a year. Interest, on bank deposits is now paid net of composite rate
taxr unless the bank is offshore, but the overall result of the changes in the tax treatment of
gitt-edged stock is that bank deposits have gained in relative attraction. This will encourage
a somewhat faster growth of the money supply. Speculative balances moving in and out of
the gilt-edged market could also increase the volatility of monetary growth.

Futures

If the price of a gilt future falls, the loss will be allowable for CGT if the future is sold.
If the price rises, the gain can be obtained tax free by waiting for delivery of the underlying
stock when the contract mat,ures and then selling it. The option of tax free profits and
allowable losses, which has been withdrawn for the gilt-edged market, still exists for the gilt
future on LIFFE.

W. GREENWELI & Co-Monetary Bulletin
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Synthetic Bonda

A synthetic ailt-edged stock can be created by (i) selling sterling and buying dollars in
the spot market, (ii) using the dollars to purchase a US Treasury bond and (iii) cariying out a
series of transactions in the forward exchange market to convert the receipts from the US
Treasury bondr both inlerest and capital repayment, back into sterling. It is, however,
normally possible to create only short dated synthetic bonds because the forward exchange
market for longer term payrnents is thin. Such synthetic bonds are subject to CGT and
therefore indexation relief is obtainable.

Conclusion

Anomalies of the sort described are inevitable if the system is partially indexed.
Attempts to plug them will lead to a nightmare of complication. The conclusion is that once
indexation has been started in a major way the whole system should be indexed as soon as
possible. The alternative is to scrap CGT completely.

Foreion bt¡Yino of qilt-edqed stock

The latest banking statistics disclose thaÈ between mid-December and mid-May
purchases of gilt-edged stock by foreigners amounted to no less than 81|bn. We estimate
that such purchases could have amounted to a further €,Ibn during the last two months. The
total of E?]¡bn during seven months is unprecedented.

Monetary Growth in the Month fo Mid-June

Monetary growth for all but Ehe two namowest aggregates, Mo and currency, was
heavily distorted in banking June by the large issue of Abbey Life shares. [t is not possible to
calculate the exact extent of the distortion and, therefore, our normal table on the
underlying growth rat,es has been excluded. For the tecord, the seasonally adjusted data for
the five weeks to tgth June are shown in Table I.

Table I
Chanses in mãTiõ?ilrr to mid-June

€m

Mo
Curreney
Retail Ml
M1
Sterling M3
PSLI
PSL2
Bank lending in sterling
to private sector

105
2L

2,080
2rL49
2rZ4O
21346
5 1442

DE

9%
Lah

74Yo
48o/o

?t%
24%
2I%

Lrtgg ISVo
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The published position over the longer term now becomes:-

Table tr
Pubtisheã'Fwth Rates

J months

Narrow money: 3
5

11
t9

fì. a.
l6
L6
L6

Broad moneys

I vear*6 months

Mo
Currency
Retail Ml
M1
M2
Sterling M3
PSLl
PSL2

5

4
IO
I8
I

L2
L2
14

6
3

tt
45

fì.€l.
23
23
L6

* L98516 Target

The two narrowest aggregates showed only modest growth in banking June. This
re_assuring pattern ePpearr¡ to have continued in July when we éstimate that Uo lrew by only
|%. Its growth rate, lherefore, remains firmly in the middle of its 3-7Vo target rãnge.

All Èhe other aggregates are distorted by the Abbey Life issue. Since some t4bn of
returnable application monies were held in a suspense account, the Bank of England followed
its normal practice and added 6O96 of lhese funds to the non-interest bearinglignt deposits
and deducted 4!o/o from the bank borrowing of UK residents. Apart from the likelihood thet
60¡40 is not the correct proportion, some of the monies will probably have come from non-
residents. The Bankrs adjustment will, therefore, have increased the published data for U.K.
residentsr bank deposits by too much. This same factor also partially explains an unusually
unfavourable banking sector external counterpart to sterling MJ. Since an estimate of the
impact, of lhese dístortions will be subject to a very large margin of error, a full analysis of
the underlying trends must wait until next month, when the distortions from the Abbey Life
issue will unwind.

Seasonal Adjustment Revisions

The Bank of England has issued its annual revisions to the seasonal factors for the
monetary data. The changes in the growth rates of the aggregates for the year to mid-May
as a whole are insignificant but the profiles within the year have changed, as shown in the
following table.

Table III - MonetarY Gmwth to mid-May

J month
OtO ---Eise¿ 6 month

ot¿ --Tãi¡seo I Year
Tevised

Mo
Currency
Reteil Ml
M1
Sterling MJ
PSLl
PSL2

4.4
4.9
5.3

t4.g
19.0
19.1
Lt.t

4.2
3.7
t.4

tt.2
18.4
18.4
Lt.9

t
t
0

L2
IO

9
11

7
9
6
7
6
5
6

old

4
t
0

L2
II
10
L2

I
I
I
t
6
7
7

5
5
4

15
11
11
14

5
2
2
7
6
I
4

5
5
4

15
ll
11
L4

4
I
?
7
6
9
7

GTP/RLT/RR
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Changes in 6 monÈhs lo¡
1985 Jan.

Feb.
Mar.
Apr.
May.
JunE.

Changes in I months to:
1985 Apr.

May.
June.

Changes in year to:
L984 July

Aug.
sep.
Oct.
Nov.
Dec.

L985 Jan.
Feb.
Mar.
APr.
May.
June.

Changes in year to:
1984 Juiy

Aug.
sep.
Oct.
Nov.
bec.

1985 Jan.
Feb.
Mar.
APr.
May.
June.

Mo Currencv Ret,ail Ml

-5
-4
-5

MONETARY GROWTHffi

M1

u
t4
t5
I5
I8
18
l5
14
L'
15
L6
t8

L'
9

u
I4
L2
19

za
tt
45

9
9

11
10
t,
14
I0

9
7
I
9

ll

L.

Sterlinq Ml PSLI PSLz

l-o
T4
16

¡

Percentage
Annual raLes

6
5
,
5
6
7
5
5
5
6
5
5

5
6
5
5
4
t

I
4
5
7
5

T2

In Real Terms

7
9
I
7
9
I
7
7
5
4
4

t0

6
2
,
2
0

1I

0
t

3t

t
4
t
2
4
4
2
I

-1
-t
-3
t

I
-t
-4
-5
-7

4

-7
-4
26

5
6
6
6
6
5
5
6
6
4
5
4

5
5
4
t
4
5

7
I
9
I

10
9
9

10
9

LL
LZ
L2

tl
1.0

10
r5
11
L6

18
18
2t

3
t
4
t
5
5
4
4
3
,
5
5

6
5
t
I
4
9

II
u
T6

M2

II
L2
L2
L2
L'
tI
10
IO
IO

9
I
9

L2
LZ
L3
tl
Þ
14
15
I5
I5
L6
15
14

16
I6
I6
L7
L'
I6

I
I
9
9

ll
9

10
10
10
L3
L2
L2

L2
u
IO
t5
lI
L6

18
18
?t

7
7
I
I

10
TO

10
t0

9
9
I
7

il.
10

9
IO

5
I

3
4
3

5
4
6

9
7
I

tI
ll
15

-2
-t

I

I
I
I
I
I
0
0
0
0

-2
-2
-t

0.I
-2
-4
-t
-L

I
0
I
0
I
2
0
0

-1
-I

a

-z

0
0

-1
.?
-t
-5

t
3
4
4
6
5
5
5
4
6
5
5

7
7
7
7
I
7
5
5
4
2
I
2

Changes in 6 months to:
1985 Jan.

Feb.
Mar.
Apr.
May.
June.

Changes in J months to:
1985 Apr.' May.

June.

6
6
4
I
t
I

L3
26
t7
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Ü ¿ Monetany Gnowth in HEAL Tenms ( X p .a .)
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Tax Anomalies & Financial Markets

During the last eighleen months, there has been a series of tax changes. Their overall
effects may not be generally appreciated because the individual elements were anounced
piecemeal, one between budgets and two at the report stage of the 1985 Finance Bill. The
more surprising effects, which are explained belowr are:-

i) inveslment in ordinary shares will in some circumstances be subsidised, while the
main subsidy to direct investment in plant and machinery has been withdrawn;

ii) the gilt-edged market should have fallen relative to the equity market;

iii) long term investment in gilt-edged stocks will be penalised while short term
speculation will be encouraged;

iv) monetary growth will be encouraged;

v) investors who are not short term speculators and who are subject to capital gains
tax should consider purchasing long gilt futures on LIFFE rather than hold long
dated gilt-edged stock; and

vi) they should also consider purchasing trsynthetic bonds'r rather than hold short
dated gilt-edged stock.

The relevant tax measures are:-

i) The withdrawal of firsl year eapital allowances, in the 1984 Budget.

ii) The change for most investors in the taxation of income on gilt-àdged stock, from
a reeeipls to an accrual basis, announced in February 1985 and fully effeetive
from Z8th February 1986.

iii) The extension of indexation relief to include both the first year after purchase
and allowable losses in real terms, in the 1985 Budget.

iv) The fult exemption of gilt-edged stock from capital gains tax (CGT) for disposals
after lst July 1986, at the Report stage of the l9B5 Finance Bitl.

v) The ehange in the CGT identification rules for ordinary shares from first in' first
out, (FIFO) to last in, first out (LIFO), also at the Report stage of the 1985
Finance Bill.
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Ordinary share subsidy

This will be available in only a minority of circumstances and will depend on two
conditions. First, the finance for an investment in ordinary shares will have to be raised by
borrowing fronr a bank or issuing a qualifying (i.e. high coupon) bond, and the interest on it
will have to be allowable for tax purposes. Tax relief will, accordingly, be available not only
on the real rate of interest but also on the rate of inflation. The second condition is that
both the investor and lhe investment must be subject to CGT; indexation relief will then be
available.

The subsidy arises because the tax treatmenü of inflation in not symmetrical, It is tax
free on the investment but allowable on lhe loan. The effect aL 60/o inflation and 35o/o
corporation tax is that the Inland Revenue will pay just over 2o/o of the rate of interest. It
should be noted, however, t,hat payment of the subsidy will be delayed until the investment is
sold. Further, the investor must be able to use the tax loss, i.e. he must have gains
elsewhere which would otherwise be subjeet to CGT.

It might seen ironical that the Government has given this incentive to paper
transactions while at the same time withdrawing first year allowances on direcl investrnent
in plant and machinery.

Gilt-edged versus Equities

Partly as a result of the above changes, and partly as a result of the changing tax
treatment of gilt-edged stock, the gilt-edged markel should have fallen relative to the
ordinary share rnarket. Indexation relief is available on the latter but not the former. Gilt-
edged investors will be subject to income tax, where appropriate, on that part of the return
on their investment which compensates them for inflation. Being more precise, the equity
market should have risen because of the extension of indexation reiief combined with the
retention of LIFO, while the prices of high coupon gilt-edged stock should have fallen because
losses taken within a year of purchase will no longer be allowable after lst July 1986 and
because accrued interest will be subject to tax as income.

Speculation

Long term investment in gilt-edged stock will be less attractive, for the reasons given
above. In contrast, the full exemption of gilt-edged s[ock from CGT after lst July 1986
means that the gilt-edged market will be by far lhe most important market in which short
term speculation will be completely free of tax for investors normally subject to CGT.

Monetary Growth

A gilt-edged stock used to be a more lax efficient investment than a bank deposit
because short term losses were allowable and accrued interest was tax free on disposals of
stock held for more than a year. Interest on bank deposits is now paid net of composite rate
tax, unless the bank is offshore, but the overall result of the changes in the tax treatment of
gilt-edged stock is that bank deposits have gained in relative attraction. This will encourage
a somewhat faster growth of the money supply. Speculative balances moving in and out of
the gilt-edged markãt eould also increase the volatility of monetary growth.

Futúres

If the price of a gilt future falls, the loss will be allowable for CGT if the future is sold.
If the price rises, the gain can be oblained tax free by waiting for delivery of the underlying
stock when the contract matures and then selling it. The option of tax free profits and
allowable losses, which has been withdrawn for the gilt-edgeci market, still exists for the gilt
future on LIFFE.

W. GREEIIWEIL t to-Monetary Eulletin
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Synthetic Bonds

A synthetic gilt-edged stock can be created by (i) selling sterling and buying dollars in
the spot market, (ii) using the dollars to purchase a US Treasury bond and (iii) camying out a
series of transactions in the forward exchange market to convert bhe receipts from the US
Treasury bond, both interest and capital repayment, back inlo sterling. It is, however,
normally possible to create only short daled synthetic bonds because the forward exchange
market, for longer term payments is thin. Such synlhetic bonds are subject lo CGT and
therefore indexation relief is obtainable.

Conclusion

Anomalies of the sort deseribed are inevitable if the system is partially indexed.
Attempts to plug them will lead to a nightmare of complication. The conclusion is that once
indexation has been started in a major way the whole system should be indexed as soon as
possible. The alternative is to scrap CGT completely.

Foreiqn buyinq of qilt-edqed stock

The latest banking statistics disclose that between mid-December and mid-May
purchases of gilt-edged stock by foreigners amounted to no less than €lfbn, We estimate
that such purchases could have amounted to a further tlbn during the last two months. The
to[al of [2åbn during seven months is unprecedented.

Monetary Growth in the Month to Mid-June

Monet,ary growth for all but the two narrowest aggregates, Mo and cuprency, was
heavily distorted in banking June by the large issue of Abbey Life shares. It is not possible to
calculate the exact extent of the distortion and, therefore, our normal table on the
underlying growth rates has been excluded. For the record, the seasonally adjusted data for
the five weeks to 19th June are shown in Table I.

Table I
Chanqes in the Month to mid-June

tm
Mo
Currency
Retail Ml
M1
Sterling M3
PSLl
PsL2
Bank lending in sterling

to private sector

105
2L

,080
,L49
,24O
,t46
,442

Pg
9o/o

2o/o

74o/a

48o/o

23o/o

24o/o

ZLo/o

z
2
2
2
3

Lrl9Û 13o/o
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The published position over the longer term now becomes:-

Table II
Published Growth Rates

J months 6 months
Narrow moneys Mo 6 i 5

Currency 3 5 4
Retail Ml 33 11 t0
Ml 45 19 18
MZ n.a. n.a. 9

Broad money: Sterling M3 Zt L6 I?
PSLT Z3 L6 L2
P5L2 T6 16 L4

* 198516 Target

The two narrowest aggregates showed only modest growth in banking June. This
reassuring pattern appears to have continued in July when we estimate that Mo grew by only
!o/o. Its growth rate, therefore, remains firmty in the middle of its 3-7o/o target rãnge.

All the other aggregates are distorted by the Abbey Life issue. Since some t4bn of
returnable application monies were held in a suspense account, the Bank of England followed
its normal practice and added 610/o of these funds lo the non-interest bearing sight deposits
and deducted 41o/o from the bank borrowing of UK residents, Apart from the likelihood that
60:40 is not the comect proportion, some of the monies will probably have come from non-
residents. The Bankrs adjustment will, therefore, have increased the published data for U.K.
residentsr bank deposits by too much. This same factor also partially explains an unusually
unfavourable banking sector external counterpart to sterling Mf. Since an estimate of the
impact of lhese dislortions will be subject to a very large margin of error, a full analysis of
the underlying trends must wait until next month, when the distortions from the Abbey Life
issue will unwind.

Seasonal Adjustment Revisions

The Bank of England has issued its annual revisions to the seasonal factors for the
monetary data. The changes in the growth rates of the aggregates for lhe year to mid-May
as a whole ate insignificant but the profiles within the year have changed, as shown in lhe
following table.

ïable III - Monetary Growth to mid-May

1 vearx

J month
Old ---Evised 6 month

Ot¿ ----ffi¡se¿ I Year
Otd Revised

Mo
Currency
Retail MI
M1
Sterling M3
P5L}
P5L2

4.4
4.8
5.3

14.9
19.0
18.1
rt.3

4
3
3

33
18
t8
T3

2
7
4
2
4
4
9

t.7
3"9
0.6

IZ.7
10.6
9.5

11.6

4.1
t.8
0.I

L2.t
11.6
10.7
L2.7

15.
11.
11.
14.

5.
5.
t+.

4
I
2
7
6
9
7

5.
5.
4.

15.
11.
11.
14

5
2
2
7
6
I
4

GTP/RLT/RR
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Percentage
Annual raLes

MONETARY GROWTH
In Nominal Terms

Mo 9urrencv Retail Ml Slerlinq Ml PSLI PSL2

Changes in ó months to:
1985 Jan.

Feb.
Mar.
Apr.
May.
June.

Changes in 3 months to:
1985 Apr.

May.
June.

Changes in year to:
L984 July

Aug.
sep.
Oct.
Nov.
Dec.

L985 Jan.
Feb.
Mar.
Apr.
May.
June.

Changes in year to:
1984 July

Aug.
sep.
Oct.
Nov.
bec.

1985 Jan,
Feb.
Mar.
APr.
May.
June.

5
6
6
6
6
5
5
6
6
4
5
4

6
5
5
5
6
7
5
5
5
6
5
5

T2
TZ
L3
I]
I5
14
15
15
I5
16
15
14

I
B

9
9

11
9

I2
11
10
15
11
T6

18
18
zt

7
I
9
I

10
9
9

10
9

L?
LZ
L2

1l
10
10
15
11
t6

18
18
23

7
9
I
7
9
9
7
7
5
4
4

10

6
2
t
2
0

11

0
t

33

i6
t4
]6

7
7
I
I

10
10
r0
10

9
9
I
7

M1

L3
14
15
]5
18
18
15
l4
1l
15
T6
r8

M2

l1
T2
12
12
L3
lt
10
10
10

9
I
9

10
10
10
L3
L2
LZ

5
6
5
5
4
t

5
5
4
t
4
q

0
-l
.?
-4
-3
-2

I3
9

1I
I4
L2
19

16
L6
L6
I7
L3
L6

tI
10

9
IO

5
9

3
4
3

5
4
6

2A
33
45

9
9

11
10
Ð
14
10

9
7
I
9

u

B

4
5
7
5

L2

L3
26
t7

In Real Terms

3
4
t
2
4
4
2
I

-1
-3
-t

3

I
I
I
I
I
0
0
0
0

-?
-¿
-3

I
0
I
0
I
2
0
0

-1
-I
-2
-?

?
2

4
4
6
5

5
5
4
6
5
5

3
3
4
3
5
5
4
4
3
5
5
5

7
7
7
7
I
7
5
5
4
2
l
z

Changes in 6 months to:
1985 Jan.

Feb.
Mar.
Apr.
May.
June.

Changes in J months to:
1985 Apr.

' May.
June.

1
-t
-4
-5
-7

4

0
0

.I
-?
-t
-5

6
6
4
I
t
I

6
5
3
I
4
9

-z
-3
-z

9

9

-5
-4
-5

-7
-4
2.6

I1
11
15

tl
11
L6
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Chant t Monetany Gnowth in NOMINAL Tenms { X p .a .)
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Cf rt 2 Monetany Gnowth in REAL Te'nms ( X p.a.)

+10

o

-10

-20

+10

0

-10

+AO

+tO

o

-10
-?.0 Reta i 1 M1

+3O

+ZO

+!O

0

-10

-2û

+to
0

-10
-20

+1O

o

-10
-20
-30

+10

o

-1,0

-20

t977 t97â 1979 1980 1981 ,,s8e 1983 19e4 1985

....-.."3 Months ----- 6 Months 
- 

t Yean

+10

0

-10
-20

+10

o

-10

+24

+10

0

-10

-20

+30

+20

+10

0

-10

-ao

+iO

0

-10
-20

+10

o

-10
-eo

-30

+10

o

-to
-eo

MO

Cunnency

i,'

Sten 1i,ng M3

PSL2\vr4l
t976

W. GBEENWELL & Co-Monetary Bulletin



PSBR

.';

t

Sal,es of C.G.Debt

Pnivate Secton Bank Lending
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STATISTICS

reprinted from Bank of England Bonkrng Statistics

Mow¡locl¡
Mitbl

Mo¡ty s¡ocl
rM3lbl ldl

lsasmllv
Unadjustdl adjü¡cd '

6

r0r,58¡ 1022&

103,805 103.990
103,?ó9 103,370
¡04,313 104,050

t05,377 105,340
r05,979 105.E00
108,720 108.t20

109,531 108,480
109,370 t09,590
109,033 109,919

t09,374 l 10,877tt3,141 ¡ 14,t29
I 14,035 I 14,ó6t

uó,789 l ló,956

UKprivarc
sactor
dcposi¡!
in o¡þ¡
cumrcics

Icl

7

15,595

15,6?5
ló,940
16,4ó8

¡7,89ó
t'¡,995
18,573

r9,4ó6
20,838
2t,420

20,436
t8,4El
19,025

t9,054

UK Driva¡c scdor
d€Þosi$ in otlFr
cuæûcicÉ [c]

Tre¡s. I \äurioo
acrims lchaæslgl

MoËrtæL
M3tbttdl

ff¡bh ll.l in tbc
Qtìanuly Bullaml

flibh tl.2itrtlE
Qtìanrl¡' Builerinl

Money stock: amounts outstanding

Unadju¡&d

,E
n7,t76

t 19,480
¡20.709
¡20,781

r23,273
t23,974
t27,293

¡28,999
130.208
130,453

I 29,8 r0
r32.22E
r33,0ó0

r35,643

UK
privuc
sclor
{rrlinc
lrmc
drposißlcl

J

55,669

57,252
5ó,76E
57,r41

5?,ó51
57,359
58,E09

58.00r
ó0,¡29
ó0,306

59,4ó8
órJ40
60,732

61,,143

45,850

4ó,730
,ló.590
47230

47,8¡0
48,5 l0
50,090

50,650
49,670
49,530

50J90
51,980
53,2r0

55,370

UK Driva¡c scúor
sErling siShr deposir¡

Nm.in¡Gt- I In¡cmt-
bcsnlgl¡l I bering

23
20.593 13,485

20,ó48 13,9ó420,694 t4,09420,98t 14,035

20,850 t4,7142r,0n 15,4832t25t t6,474

n.2T¿ t6,6t720,660 16.26E20,476 ló,04r

20,ó03 ró,98r2t,468 It,ó042t,440 t9,422

23,5tr t9,391

Ì.¡otËsud
coini¡
crrculåtioû
wiùpublic

! milüons

Monthcndcd
l9E4 M8y ló

. Jurc 20fcl
Jnly lE
AUT 15

ScÞL 19[cl
OcL ¡7
Nc. 2l

Dec l2[el
1985 Jôn. ló

Rb. 20

Mr. 20fcl
Apr. 17' '
May t5

Junc l9[cl

Sasonally
¡djusrcd

I r 7,840

I 19,ó60
120,3 r0
r20,520

r23.230
r33.790
t2ó,ó90

t21,950
130,430
13r,335

r3r,307
t32.601
r33.ó8r

r36,0r2

Scåson¡lly
adjustcd

M¡IbI

Unadju¡tcrt

1

45,9¡2

4ó,553
4?,00t
41,112

41,126
48,620
49,9t I

51,530
49.241
48,721

49,906
52,507
53,303

55,346

I
I 1,834

l I,941
r2.2r 3
r2,r 5ó

12,r02
l¿lr5
r¿¡8ó

tz64t
t2,ll3
r2"2r0

tL3n
¡2,435
t2,41

¡2,438

t0?
272
)/
s4
t3
7l

455
528
97

l12
n3

ó

3

t26
20
54

?0
4¡
58

47
¡r9
4ó

48
l6
80

2l

Money stock: chângestrl

Moæt
raæ¡

Iì4o¡rl'
3læl

2,t99
3ó

544

1.059
602

L74t

345
r6l
33?

37r
4,373

243

2.664

t,120
628
659

t,267
4ór

2,313

102
r.094

315

979
3,257

50ó

Z24a

UK
priv¿tc
scctor
srcrling
ùmc
dcposirstcl

5

Molct'
stct

î, milfrús; pacatq6 in iralics

l.¡otcrå¡lc
coin iD
cimlatim
yith public

S¿ot- 19
OcL ¡7
l.,lov. 2l

Dcc ¡2
l9E5 Js. 16

Fb. 20

UK Driìatc sccror
sqlingciÈtdcposiß

l.¡ohinEßt I Inrær
ba¡inglal I bcriog

23

M3[bltdlrM3tblldl

6I

+
+
+

i
+
+

+
+
+

+
+

i

+

+

+
+
+

+
+
+

+
+
+

+
+
+

+
+
+

+
t
+

\254
1,229

,12

2,482
?01

3.319

I,t80
t209

245

62r
2,4r8

187

2,673

t.115
oJ/
IE?

2,690
5ó0

1891

733
2,464

89?

l5
r,302
1,050

2,249

)<1
592

77

r.026
504
26E

357
t,216

ó18

925
2,r83

299

6ós

592

r,026
504
268

357
t,216

6t8

925
:.1E3

209

6ó5

+
+

t
+

+
+
+

;

+

+

+

+

+
+

+

+

:
t
l
+
+
+

;

+

+

+
+

+

+

ott
395

391
405
84ó

478
94
36

69
228
335

614

202
673
395

197
405
64ó

418
94
3ó

69
228
335

614

1,568
484
373

505
tot

1,450

I,t62
2,128

t77

E08
t,712

553

ó3r

1
+

:
+

+
t

:
+

+

+

:
+

+
+

+

1

+

1.9
0.3
1.1

1.2
1.5
3.J

0.9
1.9
0.3

1.9
3.0
2.1

ó31
44E
l7t
554'894

t,29t

1,507
2,289

5r4

t.t79
2,ó0r

796

¿033

871
t48
63,1

585
700

t,5E2

445
983
t42

958
t,491
t,224

+
+

+
+

:
+
+
+

+

+

+

+

+

+

+
+
+

+

l
+
+
+

:
+
+
+

+
+
+

;
+

:
+

:
+

+
+
+

+
+
+

+

:
+
f
+

+

Churc¡ in tbc ñocv stæk mav ôilfc¡fror¡ tbore wNcb can bc c¡lculsttd
¡r!s¡ãredrfrartrcxðlusion of íbcbsn¡ &losir of Brirish æbcom Prc.

[¡l
fbl
tc¡
tdl
fcl

.tB

tsl

469
r30
59

739
799
991

133
349
141

9,10
t,623

816

35

514
EI
ló

714
590
894

r50
4t¡
ló4

r,017
1,4t6

9r5

ó9

55
46

287

l3l
t72
410

9t9
|,4t2

384

121
865

28

2,0?¡

l?l
249
561

259
69

630

342
ó9¡

24

t61
91tto

+

:
+
i

+

+

+
+
+

+
+
+

+
+
+

+
+

:
+

+

lv{onùeîdcd
(un6djuslrd)
1984 Juæ

JulY
A¡¡&

20
l8

t9
LI
2l

L¿
t6
20

20
t7
t5

l9

ScpL
OcL
l',lov.

DÊc.
i9E5 J¡!"

Rb.

Mår.
Apr.
Mav

Ju¡rc

t.5
0.5
u./

2.2
0.5
t¿

0.6
t.9
0-7

t:0
().8

1.2
0.6
0.6

t.2
0.4
2.2

0.t
LA
0.3

0.9
2.9
0.4

2.A

+

+

+
+
+

+-

+

+
+
+

+

849
480

aa

682
,?o
73t

547
2,077

457

2t
1,760

718

9l

:
+

+
+

+

Monrbcridcd
(scasotrally ¡djustcd)
1984 JUE 20

Julv lE
Ar¡i 15

20
t1
l5

t9

+
++

Ma¡.
Apr.
Msv

Juæ + 2,149 + 1,0+ ¿059

Aftcrdcdrætin¡ó09öofrtdcbi¡¡nasititcms(ÊrddirioDålno¡csloTablc6ofrb.ø¿nÇly Eulletin).

M¡ cgu!¡scolumns I +2+ 3.lM3cqualsMl + calumn5. M3cgrulr fM3 +co¡mn ?.

IBludilgccniñcatcs of d.posit
E¡c¡udirg public scctor dcDosi¡¡

Bulia,in. arÅ.þr March¡ndJuæ I 985,botmresfblândld]rÊlpecrircl!,¡oTâbh

(Scråddiriona.l mlcaro &bþ I I ofthc Qøneily Dullelin.llîD(ftmbcr 1964, thccheg6

Sc. .ddidond mrca to Êblc6 ó ¡ûd I I of t& Qundy Bulldin
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Qtattult BulløinlAn alternative presentation of counterpafis to changes in fM3

lie¡ non- | Moncl
deposrt I stoch
sterliug I iNl3[a]
liabiliries l(columns
(incrcasc-) 

| 
l-13)

I

I

Purchas¿s (-) ofpublic scc¡or
dcbr by UK pri%tc scto¡
(orh€r lhm bsnks)

Exrcmal a¡rd focign
cuítncy and f¡rare of
públic sror (inæaþ)

otlEr fbl

Exremal and foEign curFnqv rnnscrions
of UK banks [d]

Banks'
srcrling

boming
¿ millions

Public s'c¡or
ËuiEmcnt
(súrplus-)[aì

Banks'
rcl
foreign
cumncy
liabilitics
(incÊaF

Orhe¡
rerling
lcndrng
to
tetreas
secrorlel

hndin¡
ro UK' Sterling

depcsi¡s
fmn- nct
of market
¡oans to.
bilks
abrcad
(ircR¡s-)

I

Orher
wcrsgs
sre¡linc
dcposiis

t0

pnElc
scc¡or [cl

Purchåscs
of Bridsh

Ccntnl gmrnmentCcnral

mDl

Oûcr
public
settor
dcbr

Othcr
public
scclof
contri-
burion

Othcr
gowm-
ment
srocks by
ovËr5câ5
s€cþr

ó
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goEm-
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rcqurß-

5ó3
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4ll
t61

?8
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tó4
669

724

,209
389

333

- 265
+ 387+53
+ ll0
- 3ó6
- 3ó0

- 441
- 156
+63
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- 4t2
- ó58

-Jõ
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t2

28
t39
2U
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75

t14
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383
2M

1,714
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srocks

I3 l4tl

+
t

I7532
+

1

3?0
64

1,508

8ó
871

1,035

501
630

r,552

790
720
58ó

370
64

r,508

8ó
811

r,035

501
ó30

r,5J2

790
720
58ó

2,r99
3ó

544

1,059
602

2.74t,

345
t6t
35?

371

4.373
243

r 1.720
- ó28
+ 659

+ \.261
+ 461
+ 2.313

- r02
+ 1,094r 315

+ 979
. 3.257+ 50ó

+ 3,240

+

+

+

l

+

+

+
+

t
+
+

183
t22
174

826
3E2
699

268
35ó
202

ró3
251
269
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+
+

+
+
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+

+

t
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+
+
+

+

+

+

+

+

t
i
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+
+

+

+
+

1
+

+
+
+

:

+
+
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+

104
333
t24

248
3r9
389

52
73
l4

t24
1,,145

184

871

246
t3 t
tr5

nt
637
354

95
481

57

25

2E6
ó8

561

155
r35
144

547
253
269

t77
602
210

¡,7n
375
30r

326

1,5ó3
¡,184

¡ó2

973
3,t 3ó
r,503

385
3.0r2
1,35r

1.839

2,83t
Eó5

169

t,620
330
680

r,3ó5
2,087
t,ó91

r,58r
¿13 ¡
l.ó9E

85
246
lóó

228
28
81

90
23t
257

49
I t5
2t1

92
253
159

235
35
80

83
t8l
259

45

il2

4óó

322
65
28

3ó0
tó3ilt
35

r82
401

265
245
v7

65
28

3ó0
ró3
ul

35
rE2
41

265
)A\
341

- 584
- ló0_4é
_ 756
- 580
- 503

-30
-34¡
-8
- 35ó

- 611
- l¡4

- 1)î

591
t?0
t6l

864
501
403

l5
362
109

352
il{
t23

262

:
+

+

l+

:
+

:
+

+
+

+
+

153
219
288

l4l
50

47E

7g
295

93

5ó

354
66

443

l?5
196
305

lr8
9

397

r95
E4
76

I

r38
5

¿259
42

924

I,1 80
293

I,994

773
2,005

310

3ól
2,783

497

2,650

r.028'3 ró
919

t,46?
3r8

l,ó65

r,l2l
3t1
El9

r,2¡4
9r0
39t

174

Month endÊd
lun¿diu3lcd)
i984lurc ' 

20
Julv l8
Auc 15

ScaL 19
Oct. t7
l.¡0. 2l

Dcc. 12
l9E5 Jã¡. ¡6

Rb. z0

M¡n 20

Apr. l?
Mâv 15

¡uo. 19
+ 2.664

+

+

+
+

+
+

+

+
+
+

+
+
+

+
+
+

+
+
+

+

+

+

+

+
+
+

r,8

Monlh cnd.d
(s€asoålly adjustcd)

1984 Jrnc 20 +
July 18 +
Au& 15 +

SCDL 19 +
oct" l7+
l.lov, 2l +

Dcc. 12 -
t985 J¿e ló +

Rb, Z0 +

Mår. 20 +

AÞt. l7 +
May 15 +

Jum 19 +

\574
t,437

r,390i?o

[â] E¡c¡udirg public scc¡or b&¡. dcposiG

lbl l¡æluding public scclor fotdgntcu!ærcy bank dcposits-

shipbuilding Þ8Ðcr Suar¡n¡æd by úc Depañmcn¡ ofTradc std l¡dus¡ry'

tdl A sc¡sonauy{djutcd bÉkdosrn of tlEsc ran!åctiors is ær âYsi¡åble.

[Êl Includine nct pu¡chas€s of EccDbackcd pmmissot! nor6 by lþ Isuc Ðcpanment

iti ¡n"tuoing n t Dondcposit liabili¡ies in forcign currcnc¡ ' (sce tlÊ qøneily Eulletin b¡ Junc l985-p38e 185')

Mo¡tblyængesis
l.¡ot6 aDd coi¡ in cißulrtion
ou¡sidr rÞ Bek of Fng¡ertd

fT¡b¡e 2 in tbc
þwna[, Bullain

M0 (wide mon€ury båsc)
(cotums 5 + ó)

un¿¡usrc¿ I sasonally adjustêd

r3.29r

r3,425
t3.491
¡1497

13,590
r3,ó57
r3,735

t3,924
13,840
13,875

r3,928
t4.026
t4,011

t4,tzz

M0, the wide monetâry'base
€ millio$ prßattq?t tt ¡la,li6

Ed.ù.rfi¡S:D¡ih s€ti6
BankÊn'
opcßtiond
dcposrts
wirh ùc
Be¡kin¡
Dcpårürcal

l.¡ot6
BÚk

In cirolatb¡
publt

Unsdjuíd I

I

Ba¡¡cfr' dcÞosirs
útb ùe B.¡ki!8

ùrd coiD in circu¡ltiG ou¡sidÊ ihc
of EûglrDd

Dçp¡rtmcDr

drpod$

U¡¡4iustcd UnsdjuJtfi

C¿¡b
rrdo

533

533
533
533

533
533
582

582
5E2
582

582
582
628

628

:

=49

:

=46

1

+

i

Oæntim¡
odpo¡rs

I¡cld ùy bü¡s
(rill mmey)

I Sasoaal¡Y
Un¡djustcd I adjusæd

7

l.20r t,2¡5

r.215 t.240l:3r4 t,237t,271 r,239

t.284 t,280t,235 r,250t,243 rJó3

¡,385 I,Z4tr,320 1299t2z5 t,275

t,23t r,:9ór,312 r,320r,275 1,290

¡,350 t,379

+14+24+99 - 3

-37 + 2

+ 1 +41
-49 -3¡+ E + 13

+142 - 22
-65 +57
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RESTNICTED FROH:

DATE:

S J DÂVIES

24 JrIltE 1985

Chief Secretany

Financial Secretary
Economic Secnetany

Ministen of Stafe
Sin Peter Middleton

Sin Tenence Bunns

Mn Cassell

Mr Monck

Mn H P Evans

Mn Odling-Smee

Mn Culpin
Mr Folgen

Mn Vennon

Mr Cnoppen

Mn Lond

Mn H Davles

,)

I
AYERAGE NÂTE OF GDP GNOHTI{

You asked what the average nate of gnowbh had between 1978-79 and 1g84-85;

and for the eslimate of gnowth between 1978 and 1985.

Rounded to ühe nearest å per cenb, bhe answens ane:

1978-79 t,o 1984-85

1 978 to 1 985

Avenage a¡¡¡rual naüe of gnorüh

1 pen cenb

1! pen cent

n18sd

S J DAVIES
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RESTRICTED

FROM: MRS LOMAX
DATE: 21 Jrme 1985

MR S J DAVIES cc Chief Secretary
Financial Secretary
Economic Secretary
Minister of State
Sir P Middleton
Sir T Burns
Mr Cassell
Mr Monck
Mr H P Evans
Mr Odling-Smee
Mr Culpin
Mr Folger
Mr Vernon
Mr Cropper
Mr Lord
Mr H Davies

GDp rIcuR.Es FoR TrfE FIRST QUARTSR OF tg85

The Chancellor was grateful for your minute of, ?0 June. He has commented that it
includes some useful material which needs to be reflected in.bull points for next
First Order PQs.

Z. The Chancellor has asked what the average rate of growth is between
L978-79 and 1984-85; and from 19?8 to 1985 (estimated).

RACHEL LOMAX

/-L





COITFIDETIÎIÂL
until 11.30 a.m on Frlday 21 June

then RESTRIOIED
FROI!: S J DAYIES
DÂTE: 20 JttlE 1985

CXIAIÍCELLON OF TTIE ETCHEQTTER Chief Secretary
Financial Secrelany
Economic Secnetany
Minister of State
Sin Peben Middleton
Sir Tenence Burns
Mr Cassell
Mr Monck
Mr H P Evans
Mr Od1ing-Smee
Mr P Sedgwíck
Mr Culpin
Mn Folgen
Mr Allum
Dr Rowlatt,
Mn Vernon
Mr Lond
Mr Croppen
Mn H Davies

Mr R Clare (CSO)
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GDP FTGURES FOR fiIE FTRST QUÀRTER OT 1985 î! 1"

be publíshed tomonrow (Friday) ab 11.30 a.m. Preliminany figunes for the

output measure of GDP were published a month ago. The figunes being published

now include a revised estimate for the output measure of GDP, âs well as bhe

fírst published figunes for fhe income and expenditune measunes for the finst
quanten of 1985, along with the avenage estimate based on all three neasures.

An advance copy of the Press Notice is at,taehed.

Flnsü quanüen ff.gunes

2. The average estimate of GDP shows a nise of i pen cent beLween the

founth quarter of 1984 and the finst quanten of 1985. This is the same as

t,he rise suggested by the preliminany figure for GDP(O) publÍshed lasb
month. The income, expenditune, and output estimates of GDP all show a rise
in the first quanter, ranging from a 0.5 per cent rise in Lhe expenditune

measure to a revlsed estimate of 1.1 per cent growbh in t,he output measune.

V

6v
{#f

The CSOrs provisional estimates of GDP in the fínst quarter o

\y
f 198 \5

È '$'j
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NESTRTCTED

3. The avenage estimate of GDp shows a rise of 2 er cenb in bhe finsb
quanten of 19 85 companed with a yean earlier. The esbimate of gnowt,h over
this peniod based oà the output, measune is also 2f per cent: the income
est,imabe is higher (3å per cent), while the expenditure esbÍmate shows onty
2 pen cenb growth.

INDEX NUtBElt FOt 6DP ( I9t0 ' 100 )
112

ilt
lf¿,

ro

- 
A VERAGE ESTIMATE

--.INCOME EST]MATE
..... EXPENDITURE ESTIMA TE
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t07 t07

106 0c
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t
t
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tot

100

99

9t
97

to I t
t,t

97
r980 t9Et 1982 1983 19E4

CoaI Strike

4. some recoveny in coal outpuü duning the first three monLhs of 1985
conünibut'ed to GDP growt,h between the fourth quarter of 1984 and the first
quarter of 1985: bub the contribution was small (less than fr per cent). The
coal strike probably redueed bhe increase in the average measune of GDp

between Lhe first, quarters of 1984 and 19g5 by about g per cent. Actding this
estímabe on to the actual gnowth in GDP over this period suggests tha1-, buü
for the strlke' GDP would have risen by aboul l] per cent between the firsl
quarLer of 1984 and the first, quarten of 1985.
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NBSTRICTED

GDP 1n 198¡t and duning the current

5. The esülmate of GDp enowth in 19g4 has been nevised up a liblle (fnom 2.5
pen cent þo 2.7 pen cent). The average measune of GDp in the finst quarter of
1985 was 5 per eent above iüs prevlous cyclical peakr reached in the second
quanter of '1979; and iü was 1 1[ per cent above the tnough reached in the
second quanter of 1981. Oven the lfr years of the present upswing the rate of
GDP gnowth (nounded to ühe nearest quarten pen cent) has avenaged 3 per cent a
year. (Adjusted fon the effeets of the coal strike, GDp is now some 6fr per

1 981cent above the pnevious cycJ-ical peak, and about 121 per cent above the
t,nough. )

GDP IttDH( 1980 (Averaqe ì{easure)

LeveI
(1980 

= 100)

Pencentage char¡ge

on a yean eanlLen

1979

1 980

1 981

1982

1 983

1 984

1 983 Q1

Q2

o3

o4

1985 Q1

102.4

1 00.0

98.6

100.6

103.6

106.4

105.9

105.2

106.4

1 08.0

108.9

4%

3%

41"

oï"

o%

7%

2y"

5%

2%

Tï"

8%

2.

2.

1.

2.

3.

2.

3.

2.

2.

2.

2.

GDP Deflaton

6' The deflaton fon GDP at manket prlees ln the first quanter of 1gg5 vÍas
5 pen cent higher than a year eanrfer, whlle ühe deflaton fon GDp ab faetor
cost was 54 pen cenb higher than a year earlien. In both eases these growth
nates are about f of a point up on the average fon 19g4.

- 3-





NESIRTCTED

Conpanlson rlth FSBR fl.gunes

7 ' The 1evel of GDP in the first quarter of the year. lras alneady almost, as
hlgh as t'he figure fon the first, half of 1985 sho$,n in the FSBR fonecasü; and
we still expect bo see the 3å pen cent gnowth for the whole of 1985 that, was
forecast at the time of the Budget. Some rlse in the naüe of incnease of t,he
GDP deflaton was also anticlpated in the Budget fonecast: pnoject,ions in the
FSBR showed gnowbh in ühe market price GDP deflaton nising fnom 4] pen cent in
1984-85 to 5 pen cent in 1985-86, before falling back to 4! pen cenü again in
1 986-87.

Conponents of expendLture

8 - The incnease in the expenditune estimate of GDp between the founth
quarüen of 1984 and finst, quarter of 1985 !ìras more ühan accounted fon by
higher investment and exporbs. Consunensf expenditure is now estimaùed to
have fallen by å pen cent in the flnsl quanter of 1985, while stockbuitdlng
made a negatÍve contribuüLon ùo growt,h.

chances 1985(1) on 198¡[(¡t)

Ctrar¡ge Ln conponent ContrÍbutLon to
of üune GDP snorth

Consumersf expenditune

General govennment

consumption

Gnoss domest,ic fixed
eapital fonmation

Sboekbuildíng

Exponts

fmport,s

_ 0.5

- 0.2

5.4

- 0.4

1.2

- 0.9

0.6

0.2

T

5

1

0

-4-





RESTNTCTEI)

Conpany PnofLts

9. Industnfal and commencial companies' trading pnofits net of stoek appre-

ciablon are estímaùed to have been about 81å billion hÍghen 1n the finsb
quanten of 1985 than in the fÍnal quarter of 1984, and wene f3t bitlion (20

per cenü) up on the first quarten of 1984. The inclusion of Bnitish Telecomts

pnofits in the ICCs figures fon the finsb quanLer of 1985 makes the comparison

misleading, however; excluding Briblsh Telecom fnom the figures, profits wene

about 82å billion (20 pen cent) up on the first quanten of 1984. Figunes for
recent years are no$r estimated as follows:

ICCg tradLng profits net of süock appreciatlon
I blllton (pen cent char¡ge on

pnevious yean)

18

20

24

1982

1 983

1 984

35.0

42.a

52.1

!

1

I

l

I

^0,ssessment llne to take

10. The flrst quanber GDP figunes conflnm that the economy is continuing to
gnow, with undenlylng gnowth (ie adjusted fon the coal stnike) of about 3L

per cenü oven the lasù yean. The economy Í.s on tnack to meet lhe Budget

fonecast of 3å pen cent gnowth in 1985.

'l 1. The UK is now beginning tt,s fifth yean of unintennupted growth: over the
upswing so far gnowth has avenaged 3 pen cent a year.

S J DÂYIES

n14sd
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GROSS DOMESTTC PRODUCT IN THE FIRST QUARTER 1 985

Latest estinates of gross domestic product (GDP) suggest that, afLer
adjusbing for the effects of the coal dlspute, the undenlying growt,h in the

volume of economÍc actlvity vras some J] per cent between the flrst quarbers of
1984 and 1985.

The average measure of GDP at constant fäctor cosb rose by nearly 3 per

cent between the first quanLers of 1984 and 1985. The output measure of GDP,

consldered bo be the best indleator of shorb-term movemenfs, also rose by

nearly 3 per eenb over bhe same perlod. These comparisons are affected by

the coal dispute, the direct effects of which are estlmated to have depressed

GDP by some 1 to 1| per eent in the flrst quarter of 1985 compared wlth only

sone ! per cent a year earller.

All bhree broadly independent measures of GDP at constant facbor cost
(based on expenditure, lncome and output daLa) lncreased bebween the fourbh

quarter of 1984 and the first quarter of 1985; their average, GDP(A), rose I
per eent. The effects of the coal dispute are estjmated bo have been broadly

slmitrar in bhese two quarters.

The average measure of GDP at current market priees (r'money GDP'i ) rose

by 2t per cent between the fourth quarter of 1984 and the ffrst quarter of
1985 to a level 8 per cent htgher than a year earller. Agaln, ühe direcb
effecb of the eoal dlspute ls estlmated to have depressed the growth Ín thls
annual comparlson by about 1 percentage potnt.

t&
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NATIONAL ACCOUNTS AGGREGATES

INDEX NUMBEBS; SEASONALLY ADJUSTED'
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1 These estimates are given to one decimal place bul this does not imply thrt they can be regardèd as rccurrte to the last d¡g¡t shown

2 lncome dôta deflated by the impl¡ed GDP deflâtor at tactor cosl.
3 Also known ss the inctex ol lotsl home costs,
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The real Lncone of the Untted Kingdom, as shown by gross nabional dlspos-
abl-e lncome at constanü narket prlces, was broadLy unchanged beüween the
fourth quarben of 1984 and the ffrst quarter of 1985; over the year slnce bhe

first quarter of 1984 real- income rose by 2 per cent.

the lncrease compared with a yean eanller ln the fnptled fäctor eost, GDP

deflator ("index of toüal- home costs") was just unden 5! per cent in the first
quarber of 1985. This compares with an fncnease of about 4å ær cent bebween

the years 1983 and 1984.

Estimates of GDP at cument and constant prlces, of real natlonal dlspos-

able lncome and of the tmpl-ted GDP deflators are glven 1n index number form on

page 2.

Expenditure at current and consbant 1980 prlces (Tables A and B)

At current prlces the expendlüure measune of gross domestic product at
factor cost, (GDP(E)), rose by 3 per cent ln the flrst quanter of 1985 to a

leve1 a lfttle over 7 per cent higher than a year earller; at constant 1980

prlces it rose å per cent in the first quarter of 1985 to a level sone 2 per

cent hlgher than ln the same period of 1984.

At constant prices, consumersf expendlture in the flrst quarter of 1985

was at much the same level as ln the second quarber of 1984; over the year

since the flrst quarter of 1984 the increase lras some 1! per cent. Further
detalls are given below. General government consunption was lLbble changed ln
the flrst quarter of 1985 and also 1! pen cent hfgher than a year earller.
Much of the rise fn GDP in the first quarter derlves fron an upturn ln flxed

fnvestment whlch was 5å per cent up on the fourth quarter though only 3å per

cenù higher than 1n the first quarber of 1984. the first quarter rise in
flxed lnvestmenb was partly offset by a resumptlon 1n destocklng, followfng
the stockbufl-dtng ln the fourth quarter - the flrst sÍnce 1983. The balance

of overseas trade fn goods and servlces fmproved between the fourth quarüer of
1984 and the ftrst quarter of 1985 but, compared with the ffrst quarter of
1984, exports rose 8! per cent and lmporbs by 9å per eent, at constant prlces.

t
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Income aü current rlces (Table CD )

At current prices the lncome measure of gnoss donestle producü at fâctor

cost, (CDP(I)), rose some 9å per cent ln the first quarter of 1985 compared

wlbh a yean earlfer. The largest component of GDP(I), lncome fÞom employment,

Lncreased by I per cent over the same perio{ vþ{'lst the gross üradfng surplus

of public corporatlons fell by nearly a half; tn both cases the comparfsons

are affecbed by the coal dispute but ühe downturn ln the publlc corponationsf

surplus additionally reflects the effect of the privatlsation of British
Te1eeom. The gross trading proflts of companles were over a quarter hþher tn

the flrst quarter of 1985 bhan a year earller, bub the comparison fs distorted
by the fnclusion of an esbimate for Brltish Telecon ln fhe latest periodrs

data.

hrhen deflated by the implled lndex of total home costs, GDP(I) increased

by gå per cent over the same period.

Output ab constant 1980 prlces (Tab1e D)

The output measure of gross domestfc product, (GDp(0)), lncreased by 1

per cenb between the fourth quarter of 1984 and the first quarter of 1985.

Output of bhe pnoductlon lndusbrles rose by 2 per cent, largely nefleetfng a

6 per cent lncrease in energy and water supply. Constructlon outpub was 2$

per cent up on the previous quarter. Distributlon output fell sltghtly flom

fts hlgh fourth quarter level- but the nest of the servlce fndustries continued

to show overal-l gnowth.

The miners'dlspute reduced the level of GDP(0) in the flrst quarber of
1985 by about 1 per eent. This compares with å per cent in the first quarter

of 1984 and about 1å per cent ln each of the following three quarters. After
adjusttng out the effect of the dispube, in ühe firsb quanter of 1985 CDP(O)

l¡as some 3å per cent higher than a year earlier.

4





Consume rs I exDendlbure (taUte n and F)

Consumers' expenditure at constant prlces fell back I pen cent between

the fourth quarber of 1984 and the first quarter of 1985; the level compared

wfth a year earller was less than 1] per cent hlgher. Spendtng on durable

goods and food fell in the finst quarter, partly offset by higher energy

consumptlon. The lnerease 1n eonsumersf expenditure compared wlth bhe first
quarter of 1984 mainly reflects fncreased spendfng on netall goods' othen than

food and tobacco.

At current prfces consumersr expendibure rose by 1L per cenb between the

fourth quarter of 1984 and first quarter of 1985, and by 7 per cent over bhe

year.
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TABLE A

At market
prices

Total
f inal
expenditure

Central
government

Local
authorities

Exports
of goods
and
services

17 896
1B 309
18 116
18 869

lmports
of goods
and
services

Ê MILLION

Adlustment
to factor
cost

10 468
10 122
ro 466
ro 412

ro 793
10 881
10 887
11 070

ro 943+
't 1 124
11 461
11 725

At fðctor
cost

235 501
2s7 070+
273 159

EXPËNDITURE ON THE GROSS DOMESTIC PRODUCT'AT CURRENT PRICES

Seasonally adiusted

Final expenditure on goods and services at market prices

GROSS DOMESTIC
PRODUCT General government consumPtion

Gross
domestic
fixed
capital
formation

36 849
41 609
41 680

45 815
49 136+
55 047

10 256
10 36s
10 424
10 635

12 167+
11 879
12 301
12 789

Value of
physical
increase in
stocks and
work in
progress

2 160
-2 909
-3 140

-e83+

Consumers'
expenditure Total

1979
1980
r 981

1982
r983
1984

196 400
230 010
2s3 759

67 384
68 513
69 509
71 563

78 593
78 239
79 294
82 286

166 538
182 420
194 s8l+

117 912
136 789
152 r25

36 464
37 635
38 488
39 s38

40 121
41 093
42 044
43 280

13 309
13 615
14 101
14 251

54
65+
79

16 35ûl-
16 287
16 396
16 732

36 902
40 s39+
43 024

t1 405

170 967
199 136
217 578

250 942
287 591
3r3 983

38 773
48 804
55 276

23 349
29 845
33 780

15 424
18 9s9
21 496

55 248
63 298
68 042

54 542
57 581
60 224

25 433
30 874
36 181

73 190
79 949+
91 588

41 468
43 631
45 2s3+

276 969
300 701+
318 412

344 342
377 728+
410 012

23 2s2
25 226
26 7ss+

s68
752
897
035

58
15

4
735

322
433

3
4

60
65
69

862
269
769
915

t
7
7

55
58

67 373
77 027
91 600-l-

13 003
14 094
16 499
16 628

16 474
17 202
16 759
16 938

2s o99

1981

1982

r983

1984

1

2
3
4

t
2
3
4

1

2
3
4

1

2
3
4

61 786
62 6s9
63 633
65 681

53 508
53 794
54 317
ss 959

74 789
76 753
80 132
82 309

92 41 1+
92 440
95 304
97 573

99 549
100 493
102 585
107 385

I 126
I 286
I 594
8 774

-t 155
-1 325

-47 1

- 189

15 915
16 463
17 590
18 074

I 278
I B6s
I 316
I 722

5 183
5 329
5 507
5 477

73 9s7+
73 418
76 145
77 181

s6 916
58 391
s9 043
61 151

63 164+
62 537
65 2s8
66 111

44 151
45 069
46 282
46 918

83
85
86
88

I
7

14 584
14 918
15 174
ls 478

9 016
I 166
I 277
I 443

39s
126

-835
-1 041

10 236+
9 930'to o74

10 299

17'l
-31 1

391
207

19 s72+
19 516
19 934
20 927

'tB 454
19 022
19 159
20 392

16 847
17 025
17 635
t8 272

10 356
ro 368
ro 920
1r 380

6 491
6 657
6 71s+
6 892

13 793
13 372
13 605
14 277

-4O4+
-556
-64

41

21 924
22 050
22 729
24 885

5
5
5
6

6
6
6
6

o
t
1

1
268
501

67 650
67 115
67 833
70 561

47
48
48
49

3Be+
602
680
910

20 ss6+
22 254
23 291

6 945 15 222 -114 26 320 26 296 11 646
1985 1 84 2lO 72 564 1 10 506 50 728 18 350





EXPENDITURE ON THE GROSS DOMESTIC PRODUCT - AT 1980 PRICES

Seasonally adjusted

Final expenditure on goods and services at market pr¡ces

TABLE B

1979
r980
198 I

295 132
287 591
282 639

137 256
136 789
136 429

48 107
48 804
48 882

235 224
230 010
227 042

231 111
238 406+
242 261

56 545
56 176
57 089

se 360t
s8 853
59 921
60 272

60 643
60 014
60 053

61 878

GROSS DOMESTIC
PRODUCT

At market
prices

At factor
cost

203 056
199 136
196 730

199 668
205 942+
209 169

49 833
49 786
49 486
50 563

sl 324+
so 708
51 781
52 129

Total
final
expenditure

Central
government

Local
authorities

Gross
domestic
f ixed
capital
formation

40 468
42 018+
45 133

I 721
9 987

10 350
10 410

10 s8ûl
10 261
10 453
10 724

11 570
11 115
11 060
1r 388

Value of
physical
increase in
stocks and
work in
progress

-1 t84
35s

-479+

Exports
of goods
and
servrces

lmports
of goods
and
services

s9 908
57 581
55 597

Ê MILLION

Adjustment
to factor
cost

32 168
30 874
30 312

31 443
32 464+
33 092

I 419

General government consumption

Consumers'
expenditure Total

29 097
29 845
30 126

538
559
s29
500

608
534
579
649

49 240
50 42r+
50 947

7
7
7
7

7
7
7
7

7 713
7 677
7 892
7 935

7 918

62
63
67

58
56
57

19
18
r8

4
4
4
4

4 819
4 876
4 8s6
4 903

o10
959
756

43 868
41 609
37 928

2 534
-2 909
-2 739

63 367
63 298
62 r39

1982
1983
1984

57 762
60 942
66 342+

768
s43+
761

oI12698
659
734
665

32572

288 873
2ee 348+
308 603

49 671
49 145
48 446
49 468

70 o42
69 950
71 077
71 570

12 236
12 218
12 263
12 16s

34 213
34 090
34 007
34 119

I 454
I 467
I419
9 s88

13 405
14 901
14 48t

137 581
143 0l l
145 241+

30 370
30 e67+
31 217

7 722+
7 715
7 755
7 775

r8 870
19 454
19 73rl

't981

1982

r983

1984

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3
4

-1 040
-1 127

-423
- 149

15 179
1s 3O2
15 811
15 847

7
7
7
7

7
7
7
7

I
8
I
I

561
400
730
621

887
829
856
871

æ61
145
140
143

615
342
434

57
57
57
58

72A 72 113
72 459
71 64r
72 660

33 980
34 f 18
34 489
34 994

4 672
4 663
4 728
4 807

443
226

-923
-930

15 689
15 931
15 4r8
rs 730

14 393
14 844
14 299
14 226

12 280
12 197
12 307
12 456

12 541+
12 591
12 611
12 678

52 484
51 687
51 792
53 206

12 61'l
12 602
12 902
12 832

-363+
-304
- 145

333

1s 83r+
16 415
16 647
17 449

I 159
8 327
I 261
B 345

74 145+
73 904
75 155
76 144

35 139
35 539
36 106
36 227

74
- 157

204
234

14 785
15 051
15 234
15 872

11+
70
8l

16 281

16 683
16 s86
16 690
17 BO2

- r39 18 113 17 359

76 474
76 429
76 700
79 000

35 973+
36 430
36 r93
.36 645

4 898
4 925
s o10l-
4 897I556

1985 1 53 459 79 237 36 450 12 8',t2 4 894 12 001





FACTOR INCOMES IN THE GROSS NATIONAL PRODUCT
AT CURRENT PRICES

Seasonally adjusted

Gross trading profits or surplus

Ê MILLIONTABLE C

Memorandum items(s)

GROSS NATIONAL
PRODUCT
(expenditure-basedl

At market
prices

At factor
cost

Net
property
income
from
abroad

l o34
- 161

1 06ûl

205
3s5+
252
248

Residual
error

General
government
enterprises

Other
income(2|

LESS
Stock
apprec-
iation

GROSS
DOMESTIC
PRODUCT
(INCOME
-BASEDI

lncome
from
employ-
ment

15 676
36 904
48 050

157 970 33
169 75s+ 40
180 775 49

38 819
39 311
39 613
40 227

41 391+
42 037
42 708
43 619

Company
prof its
net of
slock app-
reciation

lndustrial & com-
mercial companies
tradins profitsl3)

gross net(41

Total
domestic
income

Public
Comp- corpor-
aniesll),151 ations(5)

1979
1980
r 981

r982
1983
1984

278 13r
303 241
321 462

21 543
23 460
24 852

30 38s
36 645
4s 298+

I
I
9

10

86672

197 434
229 849
2s4 819+

't72 001
198 975
218 638+

236 663
259 610
276 209

53 713
s4 149+
54 569
56 207

68 180
67 902
68 622
71 505

-72
632

1 171

171 039
198 504
216 407

179 871
205 274
222 742

241 592
263 402+
285 8r5

-1 838
- 1 47ûl-
-7 249

237 339
2s8 s4rl-
280 408

9 r75
9 895
I 87û[

29
-110
-287

38 485
46 268
56 724+

23 039
25 871
29 564

34 984
42 154
s2 118+

28 942
29 008
29 957

5 587
6 149
7 750

29 s64
33 144
36 900

40 532 4 2s3
43 103 4 862
46 sss+ s 407+

I 856
I O47
9 390
I 607

I 854
10 051
10 238
10 389

994
988
063
208

lo s35+
10 615
10 840
11 113

I 832
6 770
6 335

30 438
3l 4r9
34 669

102
69
85

'|

2
3

162
540
o50

886
759
9o4+

275
358
872
381

7
8
B
9

198 r

1982

' 1989 1 74 6s4
2 73 716
3 77 066
4 77 805

1984 1 79 123
2 79 026
3 80 083
4 83 230

51 921
52 765
s5 126
s6 s95

53 r92
54 615
56 714
58 221

1

2
3
4

1

2
3
4

61 991
63 014+
63 885
65 929

1 587
1 029
-809
-636

312+
-1 l13

-2
-667

-899
-1 492
-2 878
-r 980

57 202
s8 999
60 04r
61 097

62 8s2t
63 650
65 260
66 778

68 549
68 607
70 711
72 541

35 924
36 494
37 412
38 220

6 735
7 081
7 87 1

I 270

1 645
1 972
2 014
2 t19

32
21
27

5

1 27'l
1 850
1 s88
1 626

5 737
5 590
6 550
6 975

6 774
6 767
7 799
8 224

72
58
20
l9

460
493
993
539

77
82
91
9s

3
3
4
5

68 85s
69 862
72 128

56 818
58 733
s9 396
61 716

-98
342
353
565

-286
-608
-998

54

58 r96
59 987
61 104
62 305

2 222
2 246
2 397
2 3tO

26
21

-16
-2

462
580
oo3
340

766+
47
63
76

3
I
I

330
706
359
500

42e+
394
281
766

6
7
I
I
I
I
I
9

7 647
I 715
I 124
I 498

63 861
62 835
66 179
66 735

697
298
921
624

530
787
789
944

69 707
70 011
71 874
74 223

44 225
44 550
45 179
46 821

-56
-75
-52

- 104

1t 316
l1 554
11 726
11 957

-38
-22
-20
-30

836
279
391
356

10 720
10 94r
12 194
t2 413

10 873
10 269
11 806't2 350

12 453
11 949
13 586
14 130

1 s8+
404
r63
682

r11+ 12 147 1 415 13 832 16 874 15 712

63 688+
64 929
66 651
68 134

9 470
9 593

10 764
10 932

1 1 793+
11 588
12 74A
'13 783

2
2
2
2

2
2
2
1

10 016+
I 821

11 068
11 249

373+
268
520
563

1985 1 85 446.' 73 800 r 236 -2 305 74 869 76 284 47 752 14 994 1 280

(1) lncluding financial institutions.
(2) lncome from rent, self employment and imputed charge for consumption of non-trading capital.
i3i Excluding financial compa;ies and institutions. Their cìntribution to the gross natíonal product is measured as the difference between bank

charges, commissions, etc, on the one hand and the management expenses on the other, and is negative.
l4r Gross trading profits net of stock apprec¡at¡on.
I he figures reflect the privatisation of British Telecom with effect from 28 November 1984.





INDEX NUMBERS OF OUTPUT AT CONSTANT FACTOR COST

SeasonallY adiusted

Production

1980 = 100

1979
1980
198 r

TABLE O

1980
Weights

GROSS
DOMESTIC
PRODUCT

1000

103. O
too.o
98 .3

Agriculture
forestry
and fishing

22

97
100
lot
101

Total
production
and
construction

4?4

97 .6
100.9
1o2.2+

102.8
101.4
102. 1

102 .5

104.5

Total

361

98.6
101.9
to2 .9+

100.5
100.4
102 .8
103.9

Energy and
water supply

95

100.5
100.0
r03.9

Manufacturing
(revised
definition)

266

95.8
95.4
97 .6
98. B

ee.rl-
99.9

ror .5
100.9

101.2

Construction

63

Distribution
hotels and
catering;
repairs

128

100. o
r03.5
107.C|-

99
99

101
101

Transport
and
communication

72

't07
100
96

l05
101
97
95

95
9s
97
98

97
98
99
98

1

2
3
3

6
7
3
6

2
7
4
I
4
1+
o
s

106.9
100.0
9s.6

t05
101
98
95

94
94
9b
96

96
97
98
97

99
99

102
t02

90.6
100.o
102.4+

6
I
9
9

3
1

7
8+

97
97
98
98

99
100
100
loo

2
2
I
I
1

6
I
4

4
9
4
6

1

2
3
4

1

2
3
4

1

2
3
4

I
2
3
4

I
2
3
4

2
o
5

109
100
93

94.5
96.9

too.3+

107
'too
98

9
o
1

6
o
9

98
98
99
97

1o5.8
100. o
90.o

10r.6
100.o
98 .9

Other

354

97 .6
100. o
tol .2

99
100
100
101

1982
1983
r984

111 .O
106.4
119.1

10o.2+
103. r
ro5.9

110.O
1 15.9
110.O

104 .6
109.4
I 13.2
I r2.9

1r3.5
114.2
r17,5
1 18.2

7
1

1+

98
ro2
107

91 .7
95-3
e8.3+

105
101
100
92

2+
I
9

103
105
108

1980 102 .6
100.6
99. 1

97 .7

198 r

r982

1983 10r.8
102. r
r03.9
104.8

1984

oo
98
98
02

7
o
9
4

r06
't02
97
93

92
93
94
95

94
95
94
93

I
4
5
4

5
o
ó
3

9
I
5
4

o
6
5
9

4
6
o
8

1

7
6
2

6
3
6
5

7+
o
2
4

105
101
98
97

103
lo1
99
98

101
1O1+
t03
105

109
112
113
111

106
104
106
llo

105.2
ro5.2
106.3
107.O

115
rr9
121
121

102.O
102.8
r03.5
107.0

92
B9
91
86

89
90
92
94

93
92
97
97

96
98

100
98

98
98

'too
roo

99
99
98
99

o8
o8
o9
10

111

105
105
109
109

11r

102
103
l04
105

r05
106
107
r09

10e+

lot
101
102
102

lo1
1O1+
103
104

103
r03
r03
104

105
10s+
106
107

101.O

104.O
102.o1-
102.4
103.2

105, 1

1 18.0
107 .6+
104.8
109.5

116.O1985 1 108.2 120





CONSUMERS' EXPENDITURE AT CURRENT PRICES

SeasonallY adjusted

Other goods

TABLE E

1979
1980
1981

ì-otal
consumers'
expend-
iture

Dursble goods

Tot¿l

Cars,
motor
cycles
and
other
vehicles

Other
durable
goods

9ss
96C
9s8
988

Food
(house-
hold
expend-
iture)

25 590
27 148
28 151

Other
alcoholic
drink Tobacco

Clothing
other
than
footwear

2 491
2 646
2 706
2 794

2 779+

Services

Rent,
rates
and
water
charges

13 350
16 044
19 465

22 399
23 576
2s 166+

€, MILLION

Other
services

{1t

9 296
I 630
9 774

10 073

10 331
10 548
10 846
11 086

11 37 I
11 724
12 006
12 087

12 475+
12 845
12 870
13 224

Furnl-
ture
and
floor
cover-
ings Beer

Other
goods

117 912
136 789
152 125

12 75'0
13 320
13 885

6 r37
6 307
6 511

3 265
3 429
3 513

20 364
22 873
24 170

166 538
182 420
194 s81+

15 16s
l8 310
18 846+

4 473+
4 782
4 657
4 934

7
9
9

r 584
1 640
1 838
2 (n2

3 698
4 150
4 398

994
050
030
o76

094
634
183

554
232
683+

245
294
321
323

3 348
3 584
3 861

403
018
372

02l
o50
135
197

203
238
23s
342

261
316
324
47 1

4 570
5 320
5 970

4
4
5

5
6
6

28 083
34 587
38 773

12 473
14 369
ls 538

I 819
10 957
13 367

7 555I ro3
I 406

4 233
4 822
5 515

069
285
405
608

528
663
828
93s

99r
162
037
o22

3s8+
214
150
207

392
537
687
783

3
3
.1

3

3
3
3
3

3
4
4
4

4
4
4
4

EnergY
Footwear products

621
760
8s3

502
504
522
539

540
583
589
s98

s82
633
660
661

3 799
3 8s3
3 918
3 968

4 535
4 759
4 978
5 193

1982
1983
r984

4
5
5

064
142
076+

527
êco

6s8
6s8

067
310
536

2
2
2

439
548
599
706

154
118
5i7
333

6 453
7 140
7 734

I 854
I BO4

10 637

14 954
16 212
16 929+

16 809
18 292
19 864+

42 811
47 188
51 414+

5
6
6

882
208
621+

1981

1982

1983

36 464
37 635
38 488
39 s38

I
2
3
4

1

2
3
4

1

2
3
4

1

2
3
4

3

3
3

3
3
3
4

386
ta4

483
504

I

1

1
'|

I

904
884
867
8s8

059
078
r16
145

5 891
tr olÂ
6 125
6 238

1 433
I 488
1 511
1 538

27 1

.371
421
452

456
455
464
478

2
2
2
2

o83
rJ72
o88
163

331
43',1

487
549

40 121
4r o93
42 044
43 28o,

47 389+
48 602
48 680
49 910

489
587

884
897
935
982

6 279
6 521
6 315
6 475

326
377
392
459

1 471'I 431
r 465
1515

2 159
2 173
2 227
2 295

560
611
6r2
670

4 084
4 t41
4 242
4 342

5
5
5
5908

44 151
45 069
46 282
46 918

4 351
4 406
4 802
4 75r

2
2
2
2

2
2
2
2

2
2
2
2

1

I
1

t

1

'|

1

I

1

I
1

2

6 553
6 633
6 872
7 090

734
690
864
852

880
869
932
053

470
535
573
654

62ûl-
665
7o4
694

543
535
s39
591

63s+

4
4
4
4

4
4
5
5

s 828
5 816
5 914
6 018

736
975
or4
13e+

6 133
6 271+
6 337
6 425

1984

1985 1 50728 47c,7 2198 1137+ 1372+ 7199+ 2Oss+ 1661 17s2

lll lncluding the adjustments for international trave¡, etc. and final expenditure by private non-profit-making bodies.

1s3+
388
217
318

7 006
7 081
6 991
7 073

621
6s9
706

665+ 4 676 5 294 6 562 13 378





CONSUMERS' EXPENDITURE AT T98O PRICES

Seasonally adjusted

Other goods

TABLE F

1981

1982

1983

Total
consumers'
expend-
iture

Durable goods

Total

Cars,
motor
cycles
and
other
vehicles

Food
lhouse-
hold
expend-
iturel

Clothing
other
than
footwear

Services

Rent,
rates
and
water
charges

Ê MILLION

Other
services

0t
Other
durable
goods

991
o14
102
152

Other
alcoholic
drink

4 545
4 Blti
s o4r+

169
150
156
r37

175

1 219

Furnl-
ture
and
f loor
cover-
ings

Other
goods

668
307
366

Beer Tobacco

060
021
ol8
029

1 025
1 A22
r oo8
1 027

I o28+
966
969
981

Energy
Footwear products

s47
760
696

1979
1980
1981

137 2s6
136 789
136 429

13 963
13 320
13 486

1982
1983
1984

33 980
34 r lB
34 489
34 994

450
5r6
678
866

5 601
5 714
5 s93
5 679

6
6
I

22 893
22 873
22 676

4 794
4 634
4 612

I 149
I 103
I 189

892
392

040
o27
034
088

067
o56
o85

234
336
394

121

1f 114
10 957
10 992

14 872
14 369
14 420

3 601
3 602
3 609
3 608

15 790
16 044
16 279

33 286
34 587
34 609

6
6
6

6
7
7

3 696
3 429
3 354

22 587
22 858
22 468

3 424
3 724
3 754

874
845
827
808

830
828
867
899

906
940
925
9s3

5
5
5

4
4
4

3
3
3

4
4
5

645
669
729
815

662
66r
548
597

4 960
4 822
4 470

1 BIO
r 948
2 051

16 530
16 764
16 978

935
936
937
958

5 721
5 614
s 682
5 6s9

281
259
241
219

175
110
108
077

425
418
422
431

4 048
4 06r
4 079
4 091

5
5
5
5

5
5
5
5

599
584
766

2s9
826
242

60
85
88
93

5l
73
89

4 128
4 u82
3 s44+

588
320
ooo

838
914
943

137 581
143 011
14s 241+

34 213
34 090
34 007
34 119

3s e73+
36 430
36 193
36 645

r4 193
16 459
16 2901

4 001
3 966
4 263
4 229

510
909
2s4+

546
66r
s9s
564

I
I
9

2
2
2
2

624
968
528+

4
4
5

329

709
812

038
129
238+

40
39
84
75

729
742

2
2
2
2

27
27
27
27

34
36
37

I
I
I
I

959
181
368+

669
665
608
667

I 840
I017
9 182
I 142

9
I
9
I

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3
4

355
442
359
330

27 1

358
647
917

3
3
3
3

3
3
3
3

2
2
2
2

2
2
2
2

1

1

1

I

12
12
1l

2
2
2
2

35 139
3s s39
36 106
36 227

1 935
I 841
2 150
1 983

224
185
274
231

167
183
198
268

2 148
2 223
2 246
2 275

462
491
495
500

2 748
2 864
2 779
2 738

210
231
r93
204

242
2r9
224
258

2ss+

446
443
455
466

I 713
I 665
8 784
8 797

3 638
3 637
3 673
3 676

3 707
3 735
3 733
3 793

4
4
4
4

4
4
4
4

r08
128
r39
155

172
184
199
209

3
4
4
4

973+
106
oo3
208

1

I
I
2

2
2
2

28+
58
80
75

2 877+
2 814
2 778
2 769

3 766+
3 92t
3 899
3 942

4 224
4 237
4 252
4 265

257+
396
320
395

r984

1985 1 36 450 4 000 1 698

7ee+
910
772
813

923
923
942
966

es8+

482
516
526
527

s2ûl

429 428

9BO 2 4',tc.+1 344+ s 4es+ 2 938 3 9s6 4 278+ I 396

(11 lncluding the adiustments for international travel. etc. and final expend¡ture by private non-profit-making bodies.





NOTES TO EDTÎORS

AIühough esbimabes of gross domestlc product (GDP) based on expenditure,

lncome and output should ln prlnciple glve the same result, Ín practlee there

are often varfatlons between them. The output neasure fs usually bhe best

lndlcator of short-term movements (t,hat is, for perlods up to around one

year); for nedfum or longer-term comparisons, the avenage of the three
measures is preferred. Investfgatlons conblnue lnto bhe discrepancles
between growth tn the thnee measures.

In t,he intenpretation of quarterly and annual natlonal accounts
estfmaües, speclal aütenblon needs to be pald ùo bhe hfgher margins of error

attached to series estimated at constant prices when the naLe of fnflatÍon
ls changtng signlffcantJ-y. Rapidly changing exchange nabes may also affect

the valuation of lnternatfonal transactfons and ùhe measurenent of profits
derlved fþom them.

More detalled estinates of natlonal income and expenditure up to the

flrst quarter, 1985, wl11 be published ln an article ln the June lssue of
Economfc Trends. They wiLL be based on later daba than are available for thfs
press notfce and wilt incorporate the estfmates of personal lncome and ex-

pendÍture and of industrial- and commereial companiest appropriatlon aceount

which are scheduled for reLease on 27 June. The revfsed data can be obtafned

fnom the CSO Databank from this date. The Databank fs a collection of nacno-

economic tlme-serles sold to tbe publ-lc in computen-readable form. The

serviee ls run on CSOrs behalf by SIA Computen Services. Further debails ean

be obtained from SIA Computen Senvices, Ebury Gate, 23 Lower Beþrave Street,
London ShIll'¡ ONIJ, Telephone:01-730 8t7t.

As usual the commenùary in the press notice 1s based enbirely on seasona-

J-y adjust,ed data, as shown ln the attached tables. A t lndicates bhab bhe

data are new or have been revfsed. The period so narked ls the earllest l¡¡

the column to have been revised. ff the f appears agafnst the fllnst fìlgure

1n a colunn, thts fnplles that earller data have also probably been revised.

Flgures fon bhese earller perlods ean be obtained vla the CSO Databank.

6
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UNEMPLOYMENT AND VACANCIES F'IGURES FOR MAY 1985

(to be released at 11.30am, Friday 31 May)

Seasonally-adi usted adult r¡nemployment (excluding school-leavers) rose by 31000 in May to

311801000 (13.1 per cent of the employee labour force). The stock of unfilled vacancies,

seasonally adjusted, was unchanged from April's total of 16?1000.

Z. The average monthly increase in unemployment in the three months to May was

121000. No special factors of significance are thought to have affected the count. The

small increase in May follows a particularly large increase in Aprit and DEm's estimate of

the underlying monthly trend increase in unemployment remains a range of 10-151000 as it
has for the past 2 years despite !t atp fluctuations in the recorded monthly increases. [DEm

advise that the erratic .o-pon"rrt of recent figures is no larger than that observed.

historicallyl





Average monthlv chanses thousands

Mav on April

Seasonally adjusted +3

6 mnths to May
(previous six months

in brackets)

+14 (+12)

Levels

3 mnths to Mav
(previous three months

in brackets)

+lZ (+16)

4. Other features compared with April are shown below (figures not seasonally adjusted

except where marked):

4¿tit
Stock of Unfilled Vacancies (s.a.) 167

Effect of Special Measures on Unemployment 450 (Ma¡)

Female Unemployment
(incl school leavers) 1002

Mav

167

445 (Aprit)

997

Thousands (ror¡nded)

Change

-5

-5

Headline total
less Claimant Schoo1 leavers

less Seasonal factors

3273

I
1Z

3240

108

-48

-33

+24

-ó0

Adult unemployment ow:
(seasonally adj)

Males
Females

3 176

zz05
972

3180

zz03
976

+3

1

+5

5. Points of interest are:

(a) Headline total down slightly (also unemployment rate down slightly to 13.4 per

cent of employee labour force)

(b) Small fall in effect of special measures is mainly due to a reduction of the effect

of YTS in April as the outflow from the scheme exceeded the number of entrants.

This downward trend is likely to continue until July when the next large batch of

school leavers enters the YTS.

(c) Stock of vacancies unchanged.

(d) Female unemployment dipped below one million.

(e) Adult male r¡nemployment down slightly. DEm advise that one months fall in May

gnemployment not to be over emphasised. Male unemployment is more erratic than

female unemployment and fall in May follows 1ó1000 rise in April.





Aesessme!¡t

6. Small increase in May adult unemplovment reflects a much higher outflow from the

register for all groups than in April when unemployment rose considerably. DEm advise that

the underlying increase in unemployment remains in the range 10-151000.

7. The distortion in the vacancies figures for April arising from Job Centres'

administrative arrangements seems to have unwot¡nd in May when both inflow and outflows

bounced back to more normal levels. The May figure of 1671000 is up from the levels seen

earlier this year and is now €uound the high levels seen in the latter half of 1983 and 1984.

Line to take

8. (a) on ent: nVery small increase in April heartening - particularly as male

unemployment fell - but too much emphasis should not be put one month's figures in an

erratic series and the best estimate of the underlying increase remains l0-151000 a

month.tt

(b) on vacancies: nVacancies in May reasonably buoyant a¡rd have now ?ecovered to

around the high levels seen in second half of 1984".

ltv^
K VERNON
EB
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STCRET INTIL 1t.3CI t¡ fl{ 3l lffY 1985

I.âB{)IJR îffIIGT NBDS

all figres seasonally edjusted

l,lhole tconomy (tl() llanufecturing (68)

Adul t
Unemploynen t

changes
( excludi ng

1983 Budget

effects)

Stock of
Notified
Vacanci es

Employed

Labour

Force *i
Changes

(Quar terly ¡

tnployees in tnployees in
tmployment Enployment

Changes Changes

(QuarterlY)

(}vertime Auerage
(operatives) l,leekly

Hours

per operatiue

Shor t-
tillle

( operat i ves)

000s,nonthly 000s,auerage

euerege change of 3 r¡onths

in 3 llonths ended

ended

0û0s

-?43

-?23
-109

-149

-51

-121
-156

-101

-70

27

t08
137

76

57

56

143

-272
-250

-122

-159

-5ü

-130

-167

-113

qq

4,6
2.6
1.9

96.8
98.6

100. z

tïg.?

00ts 000s,nonthly millions of

average in hours lost
3 ñonthe

ended

¡i ll i ons

of hours
uorked

I ndex

1980=100

1981 Ì'lar

June

SePt

Dee

1982 l'l¡r
Jur,e

Sept

Dec

1983 l'lar
June

Sept
Dee

-55

-45
-27
-28

-9
-1

-4
1

-9

-82
n
38

68

98

89

96

104

75

50

46
ãqgJ

20

28

31

28

?6

23

4
.?

18

6

20

5

8.5
9.?
9.9

1t' .0

112

107

111

115

-18
-Jl
-29
-29

-21

-16
-12
-6

1.8
1.8

100 .7

10r.Ê
100.4
100 .8

1,6
1.6

10.3
10.2

9.8
9.7

0.5 11.9 l0?.7

1,3
1,1
0,7
0.5

9,8
9,?

11.0

11 .1

101.2
100 ,9
101.e
{t2,6

11.7
11.6
11,8

10u.5
lÐ:¿,?

102,1

10:r . 1

1984 l'lar
June

Sep t
Dec

t24
13?

161

162

t47
154

165

t67

158

t61
164

6

-10

3?

113

0,6
0.7
0.7
0,5

211

l'le¡

Apr

l'l¡y

1985 t4
L7

12

**tfr( employees in employment,armed forces,plus en assumed 31,000 increage pe¡ quarter ir¡ self employment frsn 1984Q3
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FROM: MISS M O'MARA
DATE: 20 May 1985

¿í.t)

\u{

MR CROPPER cc PS/Chief Secretary
PS/Financial Secretary
PS/Minister of State
PS/Economic Secretary
Mr Folger
Mr Lord
Mr H Davies

REGIONAL GDP SINCE 19?9

The Chancellor was grateful for your minute of 15 May a¡rd has pointed out that

Northern lreland would also now be ahead of t9?9.

A¿.o¡t

MISS M OIMARA





CHANCELTOR <- FROM: P J CROPPER
DATE: 15 May 1985

cc Ministers
ù1r Folger
Mr Davies
Mr Lord

REGIONAL GDP SINCE L979

The poínt about Mr Pym's figures is that they only run from

l-979 to 1983. That is now two years ago.

2. It would seem that there is no way of making a legitimate
extrapolation on the basis of some other output series. I
am pretty sure that if there werer ivê would see Scotland and

the East Midlands (at least) now ahead of L979.

3. The best we can '\do in the circumstances is to say that
',Mr Pym has chosen Lo ao þis comparisons to inctude only

\

half of the post.I98f, period of recovery. The midpoint of
1983 is now almost exgctly two years up".

\

V
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CROPPER
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FROM: K VERNON
DATE: 17 May 1985

cc Chief Secretary
Financial Secretary
Minister of State
Economic Secretary
Sir P Middleton
Sir T Burns
Mr Cassell
Mr Monck
Mr Battishill
Mr Burgner
Mr H P Evans
Mr Lovell
Mr Shaw
Mr Culpin
Mr S Davies
Mr Robson
Mr Page
Mr Allum
Mr Pickering
Mr Salveson (+1 for No.l0)
Mr Walton
Mr H Davies
Mr Cropper
Mr Lord
Mr Mansell - CSO
Mr Clary - CSO
Mr Lang - CSO
H.B/02

GDP (OUTPUT IN EIRST OUARTER 1985

The CSO will publish the preliminary estimate for this on Z0 May. An ad.vance copy of the
press notice Ís attached.

FIF! Qg¡rten [leqes
Z. GDP(O) is estimated to have risen by å per cent between the fourth quarter of 1984
and the first quarter of 1985. Compared with a yea.r earlier GDP(O) is up Zå per cent.

3. The coal stfke reduced output by an estimated L per cent in the first quarter - a
smaller effect than the l* per cent reductions seen in quarters Zr 3 and 4 last year. Making





a¡r allowa:rce for the strike GDP(O) was up a¡ound 3 per cent between the first guarters of

1984 and 1985 and arot¡nd l per cent between the fourth guarter of 1984 and first quarter of

198s.

4. The contributions of changes in the individual components of GDP(O) are tabled below.

Contributions to percentage
change in GDP(O)

Sector

r985Q1
on

r984Q4

l. Agricutlure, forestry and fishing

Z. Construction

3. Services

4. Industrial production ow:

5. Oil and gas extraction

6. Other energy and water supply

7. Manufacturing

-0. I
+0. I
+0.8

+0.2

+0.4

+0.2

GDP(O),ß +0. 8*

* Sum of rows 1-4

5. The impetus to growth of GDP(O) in first quarter came from increased industrial

production. Though overall services output was flat due to depressed distribution euty|-,

financial services showed healthy growth.

Agscssmcnt

6. GDP(O) figures are not to be over-emphasised as an initial indicator of growth in

GDP(Average) as the three measures of GDP have recently shown divergent growth.

Nevertheless the i per cent increase between 1984 fourth quarter a¡rd 1985 first quarter

point to a continuation of steady growth.

Ltn€s to Tate

7. GDP(O) up i per cent between fourth quarter of 1984 and first quarter of this year -
Suggests no let up in steady growth experienced over last four yeÍrrs.

8. UK about to embark on fifth year of uninterrupted growth, at an average rate so fa¡ of

2l per cent a yeær for first time since the 1973 oil shock.

{lr^.^
K VERNON
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20 May 1985

GaCISS DOMESTIC P3ODUST (OUrem-naspD) - EInsT QUARTER 1985

preliminary estimates suggest that output of the whole economy rose by about

å p"" cent between the fourth quarter of 1984 and the first quarter of 1985.

The output ind.ex for the production industries rose by over 2 pet cent, largely

reflecting a 6 per cent increase in energy and water supply. Distribution

output fell by I per cent fron its high fourth quarter level. The prelininary

output-based estimate of gross domestic product (COp) in the first quarter is

tW.7 (seasonally adjusted at constant prices, with 1980=100).

Output in 1984 and early 1985 was affected by the coal strike' In tbe first

quarter of 1985 the dispute is esti¡ratetl to have reduced the level of the

output measure by about I per cent. This compares with an effect of å per cent

in the first quarter of 1984 ancl about 1{ per cent in each of the following

three quarters.

The output-based. measure of GDP in the first quarter was 2 fo * per cent

above its level of a year earlier (nearly J per cent, atljusting out the effect

of the minerst tlisPute).

As can be seen from the Table, the expenditure, income and output neasures of

GDP (anrl by inptication the average measure) can move irregularly for particular

quarters, antl d.ifferently to each other'

COPY No""*ft""'"

}ERS0NÀLp.tlDcol{tlDE¡lTfÀLunt¡[relerlse

of Press Notice at 2'30 p'rÎe oB*''CP*u'*J5-'
end thereafter unclassified

prepared by the Governtnent statistical service
ç1Í

s





GROSS DOMESTlC PRODUCT AT CONSTANT FACTOR COST

SeasonallY adjusted
1980= 1 OO

Based on

Average
est i mate

Expend i t ure
dat a

I ncome
data( 1 )

0ut put
dat a

19
1980
1981
1982
1983
1984

1981

1982

1983

1984

1985

102.4
100.o
98 .6

100.6
103.7
106.3

0
6

,4
,3
o

.2

.2

.'t
o

oo
98
o1
o4
07

97
97
99
oo

o
I
3
5
1

I
7
3
4

1

100
98

100
103
105

99
98
97
ôo

100. 0
98.3

100.3
103.3
105.8

6
,7
.1

.o

.¿

.'t

.8

02
02
o4
o5

106
105
106
107

1

2
3
4

1

2
ã

4

1

2
3
4

1

2
3
4

1

98. 2
97 .9
98 .4
99. 7

97
97
98
98

99
oo
oo
oo

3
I

o
9

1

2
6
6

6
1

7
o

6
I
9
9

3
1

7
9

100. 1

100. 5
100. 5
101 .4

100.1
100. o
99.4

101 .6

103. 1

101 .9
104. O
104.8

100.9
101 .4
101 .4
101 .8

102.9
104. o
104.3
10ô.1

'l

101.9
102.2
104. 1

104.9

1 o5
o4
o3
07

07
o6
o8
o9

o5
o5
o6
o6

107 .7 (2)

ncome clata ftated bY the mpì ìed ndex o al home costs
clerived fnom expenditure data

(2) Prel iminary estimate





NOIrES TO EDITORS

I.TheprellmlnaryestlmateoftheoutputbaeedneaBureofgrossdomeetlc
produetlsderlvedfrontheprovtslona}estlnateofthelndexofoutputof
the proôuctlon Lndlustries fôr the first quarter, publlshed on 1? [lay'

toget}rerwlthpartfal-lnfornationfortherestoftheeconomy.Any
revislona, togeiher vlth estinates of GDP baeed on e:çendlture anô lncome

data, wllL be released by rress ntti"u on 21 June. A serles consistent vith

todayrs press Notice ls âvai1aúfu o" request for output of the whole economy

otber than extractlon of nineral- o11 and natural- gas'

2. As the table shows, the estlnates of GDP based On e:çenditure' incone

and output dat;;rv--toíu ¿igåràntrv 1n the short tenn' 1'he output based

neasure is usually considered to be the nost reliable neasure of short term

novements.

3. Atthough it wil-I be some tine before the size of revlslone to the

preliminary estimate on the nãl--rg3ó base can be inveetigated' the

performanceofthe]-9T5-basedseriescanprobablybetakenasaguide.
During the five yu.t íif"tlme of the l975-based "eri"s, 

the average revision

(regardless of slgn) in.the-nonth foIlowlng publication to the preliminary

estlmate of tnu--Jtáeã-- r' cDpiói since tnJ previous quarter was o.2. The

corre'ponôing averagè-revlelon ìó tn" estinate of th-e +:lg. of GDP(O) in the

nost recent quarter ¡tas O.3 (again regardless of fie-airection of the

revision).

\. since llgo some of the statisticar sources used in compiline GDP(o) have

been discontinued, or reduced in size ' Estimates of GDP(g) nay well a6 a

result have been subjeet to a wider margin of error'

,. The series and weights used to conpile the lp$O-based GDP(O) series are

described 1n an Occasional faper. tt'u effects of rebasing on all the

mea'ures of GDp Here describeã in an article in Deeember 1983 Economic

Trends. occasional papers (pric.e e2.ro .:ach) and off-prints of Econonic

Trends articles (priee f,1.20 äacfr) are available from the Central Statistical
Offiee.





Z5z3

M
FROM: D \¡üALTON
DATE: 15 May 1985

cc Chief Secretary
Financial SecretarY
Minister of State
Economic SecretarY
Sir P Middleton
Sir T Burns
Mr Battishill
Mr Evans
Mr Vernon
Mr Pickering
Mr Cropper
Mr Davies
Mr Lord
Mr Griffin CSO
GB/04

1 **ygÁø* t5"t,25

REGIONAL GDP SINCE T9?9

Mr pym's speech to the Oxford union makes some comparison of relative regional growth

performance since L979.

Z. The only method of estimating real GDP by region is to take the available annual

regional nominal GDP(income) data, and deflate this by the national GDP deflator at factor

cost. The results of this rough and ready exercise - on which we have consulted CSO - are

shown in the following table.

Percentage growth of real GDP by region

z. CHANCELLOR OF THE EXCHEQUER

,/

UK

North

Yorkshire & Humberside

East Midlands

East Anglia

South East

South \¡Vest

West Midlands

North West

lVales

Scotland

Northern lreland

1979-83

2.4

-3.7

-2.8

-t.4
5.4

2.8

3.5

-8. ?

-4.4
-4.0

-0.7

-1.6

t
-)

5
I

1

t
({

1r
q

\
t

1981-83

6.1

-0. I
4.7

6.6

3.2

4.0
4.4

3.3

z.¿

3.9

9.2
7.8





3. Over the period l9Z9-83 Mr Pym's claim that only the South East, South West and East

Anglia have shown positive growth is borne out. (Note that even these regions account for

41 per cent of UK population). However since the trough of the recession it !2gl every

region appears to have shown steady growth in GDP, except for the North which has

remained static. (19S4 data is not yet available. Most regions will have continued to grow

with the possible exception of those most heavity affected, by the coal strike')

4. Mr pym's chosen measure is not necessarily the most appropriate guide to "prosperity' '

on other measufes, such as the infa-nt mortality rate, every region in the uK has seen a fall

since Lg79. Almost without exception the percentage of households owning televisions,

telephones¡ central heating, washing machines and' many other d'urable goods has increased

in every region since L979.

\)a-ìà Ñ¡.t't^-

D WALTON
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cso (8¡) 46

16 uay 1985

RELEASE DATES OF ECONOMTC STATTSTTCS T0 BE PUBLTSI{ED rN JUWE 1985

Thls is issued by the CSO on behal-f of the Government StatlstÍcal Serviee and other
organisations as a guide to the publication dates of maJor economic series in JUNE
f985. An indicatlon of the time of release is given. The dates are targets which
are normally e:rpected. to be met. Exceptlonally there may be some delays due to
unavoidable statistlcal problene.

ENQUTRTES ABoIJT RELEASE 0F TNDTVTDUAL SERTES SHoULD BE MADE T0 THE SoURCE NAMED.

PRE

AN
INFORMATIO

f"r \

Publicatlon
date

Thur 2

Fri lJ

Tt¡ur 30

Frl Jl

Fri Jl May

Mon J

PN=Press Notice

Series
Method
and time
of release

Source

HMT

cso

DTT

DTÏ

CBI

BB=Br:Lttsh BugÅne.eg

DE

PLEASE NOTE THE FOLTO}TING AIMNDMEÌfTS IN MAY

Index of output of the production
lndustries (March)

Overseas travel a¡rd. tourism (March)

Company liquidity survey (fst qtr)

UK officlal reserves (Apr1l)

PN
(u.:o)

PN
(u. ¡o)

BB
(oo. So)

PN
(rt+. So)

Unemployment a¡rd r¡nfil-led vaeancles (Uay)

CBf Monthly Trends fnquiry (Uay)

PN
(n. So)

PN
(oo. So)

æ

$prepared by the Government Statistical Service
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CapÍtal issues and redemptlons
(during the month of May)

Provisional estlmates of monetary
aggregates (mtd-May)

Credit business (Apr)

Retail Sales (Apr-final)

London clearing banksr monthly statement
(mid-May)

UK official reserves (Uay)

Housing starts and completlons (epr)

House revovations (tst qtr)

Advance energy statistics (apr)

UK Batance of pa¡rments (tst qtr)

Investment intentlons of the
manufacturlng, distrlbutive and service
industries (rg8¡/86)

Producer price lndex numbers (Uay-prov)

Retail Sales (Uay-prov)

Food Facts (rst qtr)

Construction - output (fst qtr)

London sterllng certificates of deposit
(r'lay)

UK bank assets and liabilitles and the
money stoek (mid-May)

Provisional figures of vehicle production
(t'lay)

)
)
)
)
)

)
)
)

)
)
)

)
)
)
)
)
)
)

)
)
)
)
)

PN
(rl+. ¡o)

PNDTT
(u.:o)

PN
(rl+.:0)

PN
(rl+. So)

PN
(n. so)

PN
(u.30)

PN
(u. So)

PN
(n. So)

PN
(oo. or)

PN
(n.30)

PN
(rl+. ¡o)

PN
(u. ¡o)

Rrblicatlon
dåte

tled J

Thur 6

Mon 10

Wed l-2

Thur lJ

Serl.es
Method
and time
of release

Source

Bank of
England

CLCB

HMT

DOE

Dept of
Energy

cso

DTI

MAFF

DOE

Bank of
England

2

PN = Press Notiee

DTI





Fubllcation
date

FrÍ Il+

Sun 16

Tues 18

Wed 19

Thur 20

Fri 2l-

Mon 24

Vled 26

Seriee and time
of release

Source

Dept for
National Savlngs

cs0

cso/HMr

CBI

cso

DTI

CBI

Bank of England

cso

DE

BSA

BSC/BTSPA

DE

DTÏ

3

d

PN
(n.30)

PN
(u. go)

PN
(re.oo)

PN
(oo. So)

PN
(oo. So)

PN
(u.:o)

PN
(11+.30)

PN
(n.:o)

PN
(il.:o)

PN
(n.30)

PN
(rr.:o)

BB
(oo.:o)

PN
(oo. ¡o)

PN
(r4. ¡o)

Tax and price index (t't"y)

Retail prices lndex (tU"Y)

Building Societies' monthly figures (Uay)

Usable steel production (MaY)

Department for National Savingsr nonthly
progreÊs report (t¡ay)

Index of output of the Production
lndustrles (Rpr)

PublÍc sector borrowing requirement (t"tay)

Average earnings indices (Apr-prov);
employment, hours and unit wage costs

CapÍtal e:çenditure by the manufacturing
and service industriee (lst qtr-rev)

)
)
)
)
)

ManufacturerÊ' and d.istributorsr stocks
(tst qtr-rev)

CBI/FT survey of distributive trades
(end-May)

Gross Domeetlc Product (lst qtr-prov)

Cyclical indicators for the UK economy
(¡ray)

)
)

)
)

Sales and orders in the engineering
industries (¡¿ar)

CBI Monthly Trends Inquiry (June)

Quarterly Analysis of Bank Advances and.
and Acceptances (mid-May)

PN = Press Notice BB = Brltlsh Business





Detalled analysls of employment,
unenplo¡ment, earninge, prices and
other lndlcators

Constructlon - nev orders (epr)

Pereonal income e:çendlture and saving
(rst qtr)

)
)
)
)
)

Industrial and com¡nereial companfes
approprlatlon account (tst qtr)

Overseas travel and tourlsm (epr)

Energy Trends (epr)

New vehicle regfstratlons (t'tay)

Balance of payments current account and
overseaa trade flgures (t'tay)

UK Banking Sector Statistfcs (tet qtr)

Finaneing of the Central Government
Borrowing Bequlrement (tst qtr)

Money Stock (rst qtr)

)
)
)
)
)
)

EG
(er.oo)

PN
(rr.:o)

PN
(u. ¡o)

PN
(u. So)

PN
(u. So)

PN
(u.3e¡

PN
(u.:o)

Bulletln
(rg.oo)

Pr¡
date

Wed 26
( eont'd)

Thur 2J

on
Series and time

of release
Source

DOE

cs0

DTT

Dept of
Energy

Dept of
Transport

Drr/cso

Bank of England

DE

4

PN = press notiCe EG = Emplo¡rment Gazette
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FROT{:

DÂTE:

cc: Slr Peter Middleüon

Sir Terence Burns

Mr Bailey
Mr Scholan

Ms Seammen

Mr Sùibbard

Mn Honùon

Mn Süock

1988-89

2.8

tlv

t IlElPLOn{BilT ASSu,tPTrOilS

Youn mlnuüe of 1 AprLl sets ouü üwo alternaülve unemployment paths.
tle have chosen to send ouü to Departnenüs ühe |tnfnlmal declinetr optfon, vlz:

1985-86

3

1986-87

2.9

1987-88

2.85

2. I attach a nednafb of the leüter fon No. 10.

n20sd S J DÀYIES
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ANNEX

DRÀFT PS LETTER TO I¡O IO

The Prime Minister will wish to be a\^¡are of the economic

assumptions Treasury Ministers have in mind for use in the report
of the Government Actuary (GA) on the social security benefits uprating
order (to be published around the end of the June), and in the Pub1ic

Expenditure SurveY.

2. The main assumptions are summarised as follows:

MAIN ECONOT{IC ASSUMPTIONS

CONFIDENTIAL

Prices
(per cent rise to

May)

6\
4r4

3'
3

Average
Ear:nings

(per cent rise
year on year)

7>4 (7 )*
6

5

41

proposed to publish is
definition, ie excluding
same as the assumPtion
The Treasury's economic

figures for unemploYment

in 1985-86. The f i-gure

\

1985-86
1986-87
1987-BB
I9B8-89

Unemployment
(million)

2.9
2.85
2.8

3.0

* Figure ín brackets is for underlying earnings growth, ie
adjusted for the effect of the coal strike.

3. The only assumptions to be published at this stage ttttu.l.lr*:|::"
for unemployment and earnings for 1985-86. They will be .p¡¿l¡-fisne¿

in the GA's report, and are underlined in the above table. For prices,

the report will be based on the actual May RPI figure to be published

in June.

4. For unemployment , the figure that it ís
an average 3.0 million unemployed (Ce narrow

school leavers ) in 1985-86. This is the
published in. the GA's November f9B4 report.
forecast completed just before the Budget had

of 2.97 million in I9B4-85 and 2.98 million





CONFIDENTIAL

.ruoted by the Government Actuary is normally rounded to the nearest

0.1 million o:r¡ occasionally, to the nearest 0.05 million. On either
convention, the Treasury forecast for 1985-86 rounds to 3.0 million.

5. In the past the unemployment assumptions have normally shown

a flat path for unemployment in later years; following this tradition
the assumption would be for unemployment to stay at 3 million in
later years. The assumptions that Treasury Ministers are now proposing

to issue a]low for a decline ín unemployment in the years after 1985-

86. For 1986-87 and I9B7-BB this decline in unemployment refl-ects
the expenditure measures announced in the Budget (YTS and the Community
programme ) . This means that the public expenditure projections in
the pES will take credit for the effect that these measures will
have on social security expenditure, as the FSBR forecast of public
expenditure did.

'1i.r

6. Figures for unemployment in^years after 1985-86 are not published

at this time of y".r,f ^ hft. unemqloyment assumptions will be
Â-Jt.',.-øJ'¡-

reconsidered in October before I any revlsed. . figures for years after
teB5-86 are published.T $ìÏ ilftå*ffi;rti€l tur,*i-t+---s-Ë*-course.--.be 

--kept-

in touch with the proposals that Treasury Ministers then have ffot
unemproyme nt as sumptionJl-J

7 . For earnings ) it is proposed to give the Government Actuary a

f igure of '7/+ per cent growth in 1985-86. This i¡1iøureJ is af fected
by the return of earnings in the coal industry to a more normal level,
following the end of the coal strike. The Government Actuary will
be asked to give prominence, as he did in his November 1984 report,
to the underlying figure for average earninqs growthr6 (ie excluding
strike effects), which would be 7 per cent in 1985-86.

B. The figure for earnings growth in 1984-85 that he will publish
will be 64 per cent (estimated outturn)requivalent to an underlying
7Ða per cent. Thus his figures will show a sma1lrndl"å13?., t" underlying
earnings growth between 1984-85 and 1985-86. Irffi í¿:à'slight change

from the November 1984 report when the Government Actuary gave a

figure of 74 per cent underlying growth in 1984-85' followed by 7

per cent in 1985-86.
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IIR S J DAVIES

CONFIDENTIAL

Sir
Sir
Mr
Mr
Mr
Mr
Mr
Mr
Mr
Mr
Mr
Mr

ssell

P
T

Ba
An
Ca
Kemp
Battishill
LavelIe
l4onck
OdIing-Smee
Scholar
Sedgwick

Middleton
Burns

iley
son

FROM: MISS OTMARA
DATE: 1 April 1985

Mr Mowl
Itliss Peirson
Mr Riley
Ms Seammen
Miss Sinclair
Mr Stibbard
Mr Horton
Mr Stock
Mr Grice
Mr Pratt
Mr Cropper
Mr H Davies
Mr Lord

ECONOI{IC ASSUMPTIONS

The Chancellor has seen your submission of 29 March and is
content with all your recommendations, except for the
unemployment assumptions which he has commented are admittedly
difficu.lt. However, he would prefer either to show a line
of:

million
1985-86 1986-87 l-987-88 1988-89

2.9 2.9 2.9

maintaining the flat path convention but from 1986-87 or:

1985-86 1986-87 1987-88
million

1988-89

2.9 2.85 2.8

Mrs Case

representing a "minimal decline" convention.
has added that either wâ1zr we will want to
assumptions before the Autumn Statement.

3

3

The Chancellor
reconsider these
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1 April 1985

ECONOMIC ASSUI{PTIONS

The Chancellor has seen your submission of 29 March and is
content with all your recommendations, except for the
unemployment assumptions which he has commented are admittedly
difficult. However, he would prefer either to show a line
of:

million
198s-86 1986-87 ]-987-88 1988-89

2.9 2.9 2.9

maint.aining the flat path convention but from 1986-8'7 orz

1985-86 1986-87
million

1987-88 1988-89

2.9 2.85 2.8

3

Mr lvlowl
Miss Peirson
Mr Riley
Ms Seammen
Miss Sinclair
Mr Stibbard
Mr Horton
Mr Stock
Mr Grice
Mr Pratt
Mr Cropper
Mr H Davies
Mr Lord
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The Chancellor
reconsider these

3

representing a "minj-ma1 decline" convention.
has added that either way, we will want to
assumptions before the Autumn Statement.
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ECONOMIC ASSUMPTIOI{S ':; ':¡

This submission seeks your approval for a revised set of economic

assumptions. These are for use in the report that the Government

Actuary (cA) will publish in late June or early Ju1y, and in the
Pulolic Expenditure Survey (PES).

2. For the GA's report on the social security benefits uprating
order, which will cover only l-985-86, assumptions are needed for
unemplor,rment and average earnings in 1985-86. Of the assumptions
that are the subject of this submission, these are the only two that
wil-] be published. The uprating will in general be based on the
actual outturn on the RPI for May, published in June.

Jì

L

3. For the PES, assumptions are required on unemploymentr prices,





average earnings, and interest rates, coveríng years up to 19BB-

89. The assumptions provided for the Survey will not be published
at this stage: there will be a submission in October about the
assumptions, revised as necessary, to be publíshed in the 1985

Autumn Statement and 1986 PEVüP.

Timing of Assumptions

4. Following the recommendations of the Anson report' assumptions

are now sent out to Departments four times a year. V'7ith your approval,
an alternative assumption on the RPI and revised assumptions on

interest rates \^rere sent to some Departments duríng January, updating
the assumptions issued last Autumn. The assumptions to be issued
now will be reconsidered in July; and, if this seems appropriate
in the light of the June economic forecast and other developments,
we wilt then seek your approval for sending out to Departments revised
economic assumptions (for use in the bílaterals).

Proposed Assumptions

5. The remainder of this submission considers the proposed

assumptions in turn. Tables at the end of the submission set out
a comparison of the current proposals with the FSBR forecast; and

with the PEWP assumptions, issued last Autumn, and the revised,/updated
assumptions issued in January. A further table shows the main effects
on public expenditure of changes in the economic assumptions.

Unemployment

6. The last published assumption for unemployment (CS narrow, ie
excluding school leavers etc) was for a flat path of 3 million from

t9B4-85 o4wards. In recent years it has been the practice to publish
in the PEWP a flat path for unemployment; the path starts off from

a realistic figure for the financial year that is drawing to its
close at the time the PEWP is published. The FSBR forecast is for
unemployment (cB, narrow definition) of 2.98 mill-ion in 1985-86;

so that if recent practice were followed in the next PEWP it seems

most tikely that we would again publish at that stage a flat 3 million
projection.
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7. The figure for 1985-86 (which is to be published in June or
July) and the figures for later years need to be considered separately.
Since our current forecast (rounded) for 1985-86 is 3 million' and

since this is also our most recent published assumption, there seems

no reason to revise this figure noh/. Thus \^/e propose an unemployment

assumption of 3.0 million (GB narrow) for 1985-86.

B. There would be some difficulty in following established practice
and projectíng unemployment flat in later years. The public
expenditure planning total-r âs revised in the Budget' no\^r takes credit
for the reduction in unemployment and supplementary benefits that
is expected to result from the expenditure measures (YTS and Community

Programme) announced in the Budget. Thus the planning total given
ín Table 5.1 of the FSBR is consistent not with the PEVüP assumption
of a flat 3 mill-ion for unemployment but with the PEWP assumption
less the effect on unemployment of the Budget measures. Projecting
unemployment flat at 3 million would therefore mean a rise in social
security spending above what is presently allowed for in the FSBR

planning total; and there is thus a case for adopting an assumption
of 3 million less the effect of the Budget measures. Such an

assumption would also be closer to the FSBR forecast path than would
a flat 3 million assumption.

9. On the other hand there could be presentational difficulties
to be faced later in the year if we followed this course. The Budget

expenditure measures are only one of the factors influencing the
path of unemployment in the next few years. Quite apart from more

general macroeconomic influencêsr another Budget measure '(tfre change

in National Insurance Contributions ) may have a significant impact
on the level of unemployment. It may not be easy to justify an

unemployment assumption which is obtained by adjusting the traditional
fl-at path only for one of the factors which a realistic forecast
would allow for.

10. Vrlhat r,rre propose is that the current round of assumptions should
include an unemployment assumption of 3 million in 1985-86; and

3 mill-ion less the ef fect of the "pl?-ryî_:t measures in later years.
In October, when the figures to be published in the GArs report and

,u ,ï¡
.. !.t

! t... I I





Autumn Statement will be

assumption in the light of
and summer.

onr we would
in unemployment

reconsider this
during the spring

decided
changes

Earnings

11. The GA's summer report will- include a \,rorking assumptíon about
average earnings growth in 1985-86, and an estímated outturn for
1984-85. The presentational problem is that the estimated outturn
for 1984-85 is (in the FSBR forecast) about 6eoi whereas the forecast
for 1985-86 is about 8%.

L2. Most of the rise between the two years is attributable to the
effects of the coal strike; but even after adjusting for the strike'
the forecast implies a small rise in the growth of average earnings
between the Lwo years: from about 6ZZ to 7\,".

13. The underlying growth in average earningsr âs calculated by

DEm, is currently put at 742, as it has been for some time. The

underlying figure for 1984-85 quoted above is less than this partly
bécause it is affected by changes in the composition of the employed
workforce: a reduction in (male) manufacturing employment accompanied

by a substantial increase in (female) service employment. vüith a

more balanced growth in employment assumed over the next year, this
compositional effect on average earnings will not apply, ât any rate
not to the same extent as over the last year. Together with a slight
increase in settlements in the current round as compared with the
Iast round, this Ieads to an increase in average earnings growth

in 1985-86.

I4. The Government Actuary cannot possibly go into all this in his
report. In last year's November report he did, however, present
the comparison between earnings growth in l9B4-85 and earnings growth
in 1985-86 in terms of strike adjusted figures. The November

assumption was presented as a decline in
f.rom 71% in 1984-85 to 7Z in 1985-86.

underlying earnÍ ngs growth

l-5. If the Government Actuary \^rere no\^/ to show a rise in underlying
earnings growth from 6%2 to 7h,2, this might have an unhelpful effect





on pay settlements. Thus

figure than what is in the
for I9B5-86.

consider publishing a

1984-85 and/or a lower
$/e need

forecast
to
for

higher
figure

l-6. There is not much of a case for reducing our previous published

assumptíon of strike adjusted earnings growth of 7 pet cent in l-985-

86. This figure witl largely be determined by settlements in the
current pay round. So far in this round settlements have, íf anything'
tended to edge uP; and there is little prospect of a fall in
settlements during the remainder of the pay round against the
background of faster RPI growth.

17. For 1984-85 a somewhat higher figure than implied in the forecast
would be defensible. Given the likelihood of revisions to data for
the early part of 1984-85, underlying earnings growth of 7"6 or 7\'"

would be within the margin of error of the present estimate of 6%e",

and both figures are below the -l\r" that DEm are quoting as the current
rate of underlying earnings growth.

18. So as to show some underlying improvement between 1984-85 and

1985-86, it is proposed that the earnings assumption should be amended

to an underlying 7%r" growth in t9B4-85 followed by 7Z ín l9B5-86.
The obvious alternative would be to show 7å in both years. Assumptions

for later years are not published at this time. Our proposals for
these years are for declines in the rate of growth as set out below:

Proposed Earnings November 1984
GA AssumptionGrowth Assumotion

Actual Underlvinq ) Actual (Underlyinq)

1984-85
198s-86
l9B6-87
1987-88
19BB-89

614

7%

6

5

4'

(7k)
(71

7

7U

(tul
(7)





Retail Príces

19.
on

to
in
not
in

Although the GA's report on the 1985 uprating will be based

the outturn May RPI figure, not on an assumption, we need now

send assumptions to DHSS for the May 1985 figure and for May figures
later years. The assumptions for May 1986 and later years are
published at this stage: a figure for May 1986 will be given

the GArs November report.

FSBR for the increase in
propose an assumption of

20. In the FSBR r^/e said that the growth in the RPI might be rabout

6Z' in the second quarter of 1985. Taking account of last week's
announcement of higher mortgage rates which \^Ias anticipated in
the FSBR forecast we expect the year on year increase in the RPI

to May to be about 6\s". This is some ILz points higher than the
assumption provided last Autumn and a point higher than the

'alternative assumption' sent to DHSS in January.

2I. A f igure of 4\Z \^ras published in the
the RPI in the year to 1986 Q2. Thus \4/e

4UZ growth in the RPI in the year to
assumptions for later years show further
line with the (published) profile of the GDP

May 1986. Our proposed

declines in inflation, in
deflator.

1985

1986

l-987

19BB

GDP Deflator

22. A path for the
FSBR, and no changes

Change in RPI in Year to ltay (per cent)

6\
4'
3\
3

GDP deflator over the MTFS r,'las

to this are proposed.
published in the

Interest Rates

23. VrIe issued revised - higher UK interest rates assumptions in
January. The FSBR forecast has still higher UK short term interest
rates. The table below shows the FSBR forecast path of interest
rates, compared with their present level:





3 month
interbank
20 year
gilt rate
6 month
Dollar LIBOR

Latest
(c]-ose 28 March)

l-3.25

9.7

rg8s-86 L986-87 1987-88 1988-91

11.9 10.1 9.25 8.s

IO. B r0.2 9.3 8.5

B' B'.ì

10.7

10

The term structure of interest rates J-mplies that financial markets

are expecting a decline in short term interest rates; and the FSBR

forecast has a (fairly gradual) decline, although interest rates
remain high in real terms, and short rates take another year to get
back to the levels of last December. Long term interest rates have

risen very little since the beginning of year, and remain below short
rates throughout 1985-86.

24. Interest rates assumptions are not published at any stage. It
has been the practice to issue realistic assumptions and our proposals

are to issue as assumptions the figures given above. In line with
recent practice, the interest rate figures witl be rounded up to
the nearest quarter of a point.

Implications for Expenditure

25. Table C sets out a ready reckoner indicating the approximate
effect on forecast expenditure of changes to the economic assumptions.
Changes from the last PEWP were, of course, anticipated in the Budget

forecast: they were among the reasons for the increases in the
contíngency reserve. The changes in assumptions proposed here as

compared with the tast PEWP would be worth roughtly €500 million
in claims on the reserve ín 1985-86. For 1986-87 , the upward revisions
to the RPI and interest rate assumptions since the last PEVüP may

add almost Ê800 miltion to expenditure. The proposed reduction in
the unemployment assumption is worth about f300 million off expenditure
in 1986-87: but credit for this reduction has already been taken
in the planning total published in the FSBR.





Decisions

26. Vüe would like to send out assumptíons
of Apri1. Could you please let us know by
are content with the proposals we have made.

to Departments by
2nd April whether

3rd
you

27. It has been customary at this time of year and in the autumn

to inform No 10 of the more sensitive assuinptions proposed. V'fe imagine
you will want to write to No 10 on this occasion; a draft letter
for this purpose is attached.

S J DAVIES
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Tab1e A ASSUMPTIONS ON UNEII{PLOYMENT AND EARNINGS*

Unemp]-oyment GB narrow (million) f984-85 1985-86 1986-87 1987-88 1988-89

PEVüP

Unpublished figures in FSBR
forecast
Normal convention for published
assumptions
Proposed Assumptions for
Departments: Convention less
effects of Budget measures 3.0 3.0 2.9 2.85 2.8s

Average earnings per head
(per cent change)

PEWP

Unpublished figures in FSBR
forecast
Forecast adjusted for coal strike
Proposed Assumption:
Unadjusted figures
Proposed Assumptions:
Strike-ad justed f igures 7\

* Unemplolzment and'earnings assumptions for 1985-86 are due to be

published in the GA's report on the 1985 uprating order.

3.0 3.0 3.0 3.0

3.0 3.0 2.9 2.85 2.85

3.0 3.0 3.0 3.0 3.0

1984-85 1985-86 1986-87 1987-88 1988-89

7'

6 8 4t4

446% 7t4

64 7%

4'

57 6

6

6

6

6

4

4

44

7

5

5
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ASSUMPTIOT{S ON INFLATION AND INTEREST RATES

3 24

Proposed Assumption 6A 4\ 31 3

GDP deflator (per cent chanqe¡ 1984-85 1985-86 1986-87 1987-88 l98B-89

Table B

RPI oer cent Itfav on ùfav

PEV'IP assumpti-on
Published in FSBR,/MTFS

Unpublished figure in FSBR forecast

PEWP assumption
Published in FSBR,/MTFS

Proposed Assumption

Interest Rates
ffinlc

PEVüP assumption
February assumption
Unpublished figures in FSBR
forecast
Pr sed Ass tion

2 ar i]-t rate

PEVüP assumption
February assumption
Unpublished figures in FSBR
forecast
Proposed Assumption

6-month Dol]-ar LIBOR

PEWP assumption
February assumption
Unpublished figures in FSBR
forecast
Proposed Assumption

May
198s

4%

64t

4\
5

5

9

11

May
1986

4

44

4

4'
44

May
L987

31

314

34

3tt

lfay
1988

4%

414

44

3

3

1984-85 1985-86 1986-87 1987-88 1988-89

r04
l_1

10.9
1t

11.9
L2

10.1
LO\

89a

BA

9\
914

7k

74

9.25
ea

8.5
B'

I

9.3 8.5
914 B4

1984-8s 1985-86 1986-87 1987-88 1988-89

r0%

11

10.9
11

T2\
I2

11

11

r0
r0r4

10.8
11

10

10

L0.2
n\

B

r984-8s 198s-86 1986-87 1987-88 1988-89

9

9

9

9

9

9

BL4

B4

84

B'

* Q2 figure given as 6 in the FSBR.

10

10
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Table C

EFFECT OF CHANGES IN ASSUMPTION ON THE PUBLIC EXPENDITURE PI'ANNING TOTAL

ÊmilIion

1985-86 1986-87

100,000 rise in unemp ]-or¡ment

DHSS 200 200

One point rise in sterlinq interest rates

ECGD ( short rates )

Housing subsidies ( Iong and short rates )

DTI credit to shiPbuilders

One point rise in dollar interest rates

ECGD

60

35

13

60

60

40

13

60

One per cent hiqher on vear increase in lttar¡ 1985 RPI

DHSS ]-20

10

360

10

One per cent hicther averaqe

DHSS
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ANNEX

DRAFT PS LETTER TO NO 10

The prime Minister will wish to be aware of the economÍc

assumptions Treasury Ministers have in mind for use in the report
of the Government Actuary (GA) on the social security benefits uprating
order (to be published around the end of the June), and in the Pub1ic

Expenditure Survey.

2. The main assumptions are summarised as follows:

MAIN ECONOII{IC ASSUMPTIONS

1985-86
I9B6-87
1987-BB
I9BB-89

Unemplolzment
(million)

2.85
2.85

Prices
(per cent rise to

hY)

64

44

31

3

Average
Earnings

(per cent rise
year on year)

734 (7 )t'
6

5

4'

3.0
2.9

* Figure in brackets is for underlying earnings growth, íe
adjusted for the effect of the coal strike-

3. The only assumptions to be published at this stage will be those

for unemplolzment and earníngs for 1985-86. They will be published

in the GA's report, and are underlined in the above table. For prices
the report wilt be based on the actual May RPI figure to be published

in June.

4. For unemplolanent the figure that it is proposed to publish is
an average 3.0 million unemployed (CS narro\^/ definition, ie excluding
school leavers ) in 1985-86. This is the same as the assumption

pubtished in the GA's November I9B4 report. The Treasury's economic

forecast completed just before the Budget had figures for unemployument

of 2.97 million in 1984-85 and 2.98 million in 1985-86. The figure





quoted by the Government Actuary is normally rounded to the nearest
0.1 million ott occasionally, to the nearest 0.05 million. On either
convention, the Treasury forecast for 1985-86 rounds to 3.0 million.

5. In the past the unemplolzment assumptions have normally shown

a flat path for unemployment in later years; following this tradition
the assumption would be for unemplolment to stay at 3 million in
later years. The unemplolzment assumptions for later years that
Treasury Ministers are no\^l proposing to issue a11ow f or a decline
in unemplolzment in later years as a consequence of the expenditure
measures announced in the Budget (yfS and the Community Programme) -

This is so that, in forecasting public expenditure, credit can continue
to be taken for the effects of the Budget measures in reducing social
security expenditure, as it was in the Budget arithmetic.

6. Figures for unemplolzment in years after 1985-86 are not published

at thís time of year ' The unemplolzment assumptions will be

reconsidered in October before any revised figures for years after
I9B5-86 are published. The Prime Minister wiIl of course be kept

in touch with the proposals that Treasury Ministers then have for
unempJ-oyment assumPtions .

7. For earnings it. is proposed to give the Government Actuary a

figure of 7Lt per cent growth in 1985-86. This figure is affected
by the return of earnings in the coal industry to a more normal level'
following the end of the coal strike. The Government Actuary will
be asked to give prominence, as he did in his November L984 report,
to the underlying figure for average earnings growth' (íe excluding
strike effects), which would be 7 per cent in 1985-86-

B. The figure for earnings growth in 1984-85 that he will publish
will be 64 per cent (estimated outturn) equivalent to an underlying
7Þ+ per cent. Thus his fígures will show a small decline in underlying
earnings growth between 1984-85 and 1985-86. There is a slight change

from the November f9B4 report when the Government Actuary gave a

figure of 714 per cent underlying growth in 1984-85, followed by 7

per cent in 1985-86.
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MR S J DAVIES

BÜDGET r.ORECAST OF GDP

The Chancellor has seen amd noted your minute of 13 March.

FROM: MRS M HENSON

DATE: 29 March 1985

MEENA HENSON

(
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CXI¡¡ICELLOR OF THE EI(CHEQUEN

1 984

1 985

1986 r

Pencent change on a lrear eanllen

2L (2.4)

3 ß.2)
2L Q.5)

S J DAVIES

13 HARCH 1985

Economlc SecrebarY

Sir Peter Middlebon

Sir Terence Burns

Mr Cassell

Mr Monck

Mr Battlshill
Mr Evans

Mn 0dli:rg-Smee

Mr Cropper

Mr Lord

Mr H Davfes (86/2)

FROH:

DÂTts:

/

BUDGEÎ FORBCÀST OF GDP

The GDP forecast in the version of ühe FSBR clrculated on Monday was:

(The growth rate ffgunes publtshed in the FSBR are rounded bo the nearest

half, buü ühe nore preclse figures glven 1n bnackets can be worked out fþom

Table 3.9. )

Z. The CSO are currently attempttng to flnallse the natlonal accounts

figures that are to be publlshed on 22 March, I days afber the Budgeü. The

figunethattheywtllpublishforgrowthlnlgS4intheaveragemeasureof
GDP ts stil1 expected to round to 2l per cent, alühough the preclse flgune

may be 2.5 or 2.6 per cent rather ühan 2.4.
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3. lle have, however, been reconsldering the estimate of GDP gnowth fn 1985.

ç1th Slr Terence Burnsr agneemenü, we have, in üodayts FSBR drafb, ralsed oun

forecast of GDP growth ln 1985 süghtly; so that 1t now rounds up to 3å naüher

than down üo 3. In unrounded üerms, the change flom the previous draft is only

from 3.2 to 3.3 per cenü. One neason for ühe ehange ls that the laüest CSO

figures show a slighbly differenü path of GDP ln 1984 (more Srolrth in the

second half). Another ls that, wfth a virtually complete reùurn to work ln

the coal lndustry well before the end of March, ühe recovery fÞom the strlke

may add marginally more bo GDP tn 1985 than we had pnevlously assumed.

4. I'le are not proposLng any change to the growth rate between the flrst
half of 1985 and the flrst half of 1986. The half-yearly path of GDP is as

follows (wlth GDP excluding sünike effects, and non-North Sea GDP excludfng

strlke glven for reference; they do not appear explLciüly in ühe FSBR):

GDP excludf¡rg

effecüs of sürfke

I{on-llorüh Sea GDP

excludlnç strll(e effeeùs

1 984 H1

H2

1985 H1

H2

1986 H1

Per cen t chance

on year eanlier:

1 985

1986 H1

109. 1

110.5

110.0

110.6

GDP

't05.7

106.9

111.9

3.3
2.6

106.6

108.4

111.9

2.6

1.7

1 04.7

1 06.5

't07.7

108.6

109.9

2.4

2.1

2
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5. Rounded to the nearest !, GDP growth excludtng the effects of stnlke

fs 3å per cenü in 1984 and 2L per cenü |n 1985: the figure fbr 1984 !s given

inTabte3.ToftheFSBR,buttheflguneforlgS5wasnotglvenanywhere
ln the previous drafù. Ìüe thtnk it probably shou}d be, and have added the

following sentence to paragraph 3.50.

rrThe recovery of outpu! followtng the end of ühe coal strike may raise

GDP growth by about I per cent in 1985; the forecasü of GDP growth ln

1985 exctuding thls contnlbutlon 1s 2L per cent'rr

Here, and ln the summany paragraph 3.01, the contrtbuülon of the strlke üo

the 1995 growth rate ls now put at Ê per cent'

S J DAVIES

3

n 1sd
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RELEASE DATtsS 0F ECoNOMTC STATISTICS TO BE PUBLISHED IN APRIL 1985

This is issle¿ by the Central Statistical 0ffÍce on behalf of the Government
Statistieal Service and other organisations as a guÍde to the publication dates of
major economic series in APRIL 1985. An indication of the time of release is given.
The d.ates are targets which are normally e:pected to be met. Exceptionally there may
be delays due to unavoldable statistical problems.

ENQUÏRIES ABOUT REI,EASE OF INDIVTDUAL SERIES SHOULD BE MADE TO THE SOURCE NAMED.

Publication
date

APRIL

Mon I

Tues 2

lfed 3

PN = Press Notiee

Series
Method
and time
of release

Souree

CBI

DTI

HMT

Bank of
England

DOE

Dept of
Energy

Bank of
England

I

CBI Monthly Trends Inquiry (March)

Retail sales (feb-finaf)

Cred.lt business (neb)

UK offictal reserves (March)

Capital issues and redemptions
(during the month of March)

Housing starts and completions (fe¡)

Advance energy statistics (fe¡)

Quarterly analysis of bank
ad.vances and aeceptances (mid-tr'eb)

)
)
)

PN
(oo.30)

PN
(u.30)

PN
(r4.:o)

PN
(rt+. ¡o)

PN
(u. ¡o)
PN
(u.30)

PN
(r4.:o)

prepared by the Government Statistical Service
ç{Lr

s



UK banking eector statlsties

Flnancing of the Central Governnent
borrowlng requirement (bttr-qtr)

Money stock (4tfr-qtr)

Unemplo¡rment and unfilled vacancies
(March)

London clearing banks' monthly statement
(nrid-March)

Provlsional estirnates of nonetary
aggregates (mid-March)

Producer price lndex numbers
(March-prov)

UsabLe steel productfon (March)

Buildlng Socletles' monthly figures
(uarch)

Provisional figures of vehicle
productlon (Uarch)

Car and eonmercial vehicle produetion
(reu-rinat)

Flnished steel consunption and stock
changes (4th qtr-flnal)

Department for Natfonal Savings rnonthly
progress report (uarcf¡)

Index of output of the production
industrfes (neU)

Average earnlngs indices; employment,
hours and unit wage costs (feU-prov)

)
)
)
)
)
)

Bulletin
(t9.oo)

PN
(u.¡o)

PN
(rb.¡o)

PN
(rh.So)

PN
(n. So)

PN
(oo.3o)

PN
(re.oo)

PN
(u. So)

BB
(oo.3o)

BB
(oo.So)

PN
(oo. So)

PN
(u. So)

PN
(u. So)

R¡bllcatlon
date Series

Method
and time
of release

Source

Bank of
England

CLCB

Bank of
Ergland

DTI

BSC/BTSPA

lled J
(cont'd)

Thur l+

Wed lO

Thur 1l-

Fr1 12

Sun 14

Wed 17

DE

BSA

DTÏ

DTÏ

DTI

Dept for
National
SavÍngs

cso

DE

2

PN = Press Notiee BB = British Business



date Serlee and tine
of release

Source

Ttrur l8

Mon 22

îaes 2J

I'fed 24

Cycllcal lndfcators for the UK eeonomy
(uarch)

Publtc sector borrowlng requirenent
(March)

London sterllng certlflcates of depoelt
(tlarch)

UK banks assets and liabtlltles a¡¡d the
noney stock (mld-March)

The CBI/FT Burvey of dlstrlbutlve trades
(end-March)

Prelfmlnary estinate of consumerer
e:çendlture (tst qtr-prov)

Retall sales (Mareh-prov)

Index of productlon and constrrrctlon
for WaLes (lrtt¡-qtr)

Constructlon - new orders (feU)

Ttrur 2l Drergy lrends (feU)

Detalled analysle of enployment,
unempJ-o¡rment, earnfngs, prlces,
fanily expendlture and other
lndlcators.

PN
(u.So)

PN
(rt+.3e¡

PN
(rl+.¡o)

PN
(u.3s¡

PN
(u.So)

PN
(oo.3o)

PN
(u. ¡o)

PN
(u.So)

PN
(ro.:o)

PN
(u.:o)

PN
(n.So)

EG
(er.oo)

cs0/HMr

Bar¡k of
hgtand

cs0

DE

CBI

cs0

tÍel-sh Offtce

DOE

Dept of
Brergy

DE

cs0

Frl 19 Instltutlonal Investment (lrtfr-qtr)

Industrial a¡¡d conmercial companfee
capltal account and net bomowlng
requirenent (l+ttr-qtr)

Tax and prlce lndex (t'larcfr)

Retalt prlces lndex (Marcfr)

)
)
)
)
)

)
)
)
)
)
)
)

DTI

3

PN = hess Notlce EG = Enployment C'azette



R¡bIlcatlon
date

Fri 26

lues J0

SerLes
It{ethod
and tlme
of release

Source

DTI

DOE

Drr/cso

Dept of
Transport

CBI

DTI

Sales and orders ln the englneerl.ng
lndustrles (.fan)

Bricks and. cenent produetton (tet-qtr)

Balance of pa¡rmente current account a¡rd
overseas trade flgures (ttareh)

New vehlcle reglstratlons (March)

CBI fndustrlal Trende Survey (Aprif)

Car a,nd commercial vehlcLe productlon
(Uarcn-ftnat)

BB
(oo.3o)

PN
(u.¡o)

PN
(u.30)

PN
(rr.30)

PN
(u.30)

BB
(oo.30)

BB= tieh Bus sg

l+

ice
EG = ¡¡¡ploynent Gazette
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20 February 1985

RELEASE DATEs oF EcoNoMrc srATrsrrcs r0 BE puBLrsHED rN umcH 1985

This is issued by the Central Statistical Offfce on behalf of the Government
Statistical Service and other organisations as a guide to the publicatlon d.ates of
major economic series ln IT4ARCH 1985. An indication of the time of release is given.
The dates are targets whÍch are normally expected to be met. Exceptionally there may
be delays due to unavoidable statistieal problems.

ENQUTRIES ABOUT RELEASE OF INDIVIDUAL SENIES SHOUTD BE MADE TO THE SOURCE NAMED.

6r93

Publication
date Series

Method
and tlme
of release

Source

DTI

Bank of England

HMT

DOE

Dept of Energy

MARCH

Mon 4

Wed 6

PN = Press Notice
B = Release during working hours

Credit busines (.fan)

Retail sales (Jan-final)

Capital issues and redemptions
(during the month of Feb)

UK offictal reserves (fe¡)

Housing starts and completions
(,ran)

House renovations (l+tfr qtr)

Advance energy statlstfcs
(;an)

)
)
)

)
)
)
)

PN
(n. ¡o)

PN
(r4. So)

PN
(rt+. So)

PN(B)

PN(B)

prepared by the Government statistical service
çtjI





Publication
date

Thur 7

Fri B

Mon 11

Tues 12

Thur 1l+

Fri 1l

Sun 1l

Mon 18

Tues It

tried 20

Thur 21

ess ce
A = OO.3O hours release
B = Release during working hours

Series and tlme
of release

Source

cs0

DTI

MAFF

BSA

CLCB

Bank of England

DOE

BSC/BTSPA

Dept for
National Savings

cso/HMr

cs0

cs0

DE

DTI

DTI

DE

2

UK Balance of payments
(4trr qtr)

Unemployment and unfilled
vacancies (¡'e¡ )

Car and commercial vehicle
production (Jan-fina1)

Retail sales (feU-prov)

Producer price index numbers
(re¡-prov )

Food Facts (4tf¡ quarter)

Buildíng Societies I monthly
figures (fe¡)

London clearing banksr monthly
statement (mid-Feb)

Provisional estÍmates of monetary
aggregates (mid-Feb)

Provisional fÍgures of vehicle
production (re¡)

Construction - output (l+tn qtr)

Usable steel productlon (reU)

Department for National Savingsr monthly
progress report (re¡)

Publie sector borrowing requlrement
(reu)

)
)
)
)

Index of out
ÍndustrÍes

put of the productÍon
(.ran)

Cyclical indicators for the UK economy
(¡'eu )

Average earnings indices; employment,
hours and unit wage costs (Jan-prov)

Capital expenditure by the
manufaeturing and service
industries (4tn qtr-rev)

PN
(u.30)

PN
(11.30)

PN
(u.30)

PN
(rl+.:o)

PN
(u.3o)

PN(B)

PN(A)

PN(A)

PN
(rl+.:o)

PN
(11.30)

PN
(u. ¡o)

PN
(u. ¡o)

PN(B)

PN(B)

BB(A)

r Pu(B)

PN(B)

DTI





Publication
date

Thur 21
(eont)

Frí 22

lues 26

lled 2J

Thur 28

Manufacturers
stocks (4tt¡ qtr-rev)

CBI/FT survey of distributive
trade (end-Feb)

UK banks assets and liabilitÍes
and the money stock (mid-feb)

London sterlíng certificates of
deposit (reU)

Gross Domestic Prodüct
(l+tr¡ qtr-prov)

Tax and price index (fe¡)

Retail priees index (feU)

Sales and orders in the
engineering industrÍes (Dec)

Balance of pa¡rments eurrent
account and overseas trade
fígures (re¡)

Construction - new orders (Jan)

Personal income e:çenditure
and savine (4th qtr)

Industrial and eommercial
companies appropriation aecount
(l+trr qtr)

New vehicle registrations (Feb)

Energy Trends (.¡an)

Emplo¡rment and earnings by industry
(Jan-detail )

Unemployment and unfilled vacancies
(reu-¿etatr)

Method
and tine
of release

Souree

DTI

CBI

Bank of England

cs0

DTI

Drr/cso

DOE

Dept of
Tran6port

Dept of Energy

BB = BritÍsh Business
EG = Employment Gazette

Series

s

)
)
)
)
)

)
)
)
)
)

DE

)
)
)
)
)
)
)

)
)
)
)
)

cs0

DE

PN = Press Notice
A = 00.10 hours release
B = Release durÍng working hours
C = 21.00 hours release previous day

3

PN
(u.:o)

PN
(rl+. So)

PN
(u. ¡o)

PN
(u. So)

PN
(n. ¡o)

PN(B)

PN(B)

PN(B)

Ec(c)

PN(B)

BB(A)

PN
(u. So)
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20 February 1985

RELEASE TITI{ES OF STATISTICAL PRESS NOTICES

From March,. the time of release of all but one of the
regular monthly and quarterly statistical press notices issued by

the Central Statistical Office will be tI30 hours instead of
1430 hours, the time at which most have been released up to now'

The exception is the Public Sector Borrowing Requirement press

notice issued jointly with HM Treasüry, which will continue to be

issued at 1430 hours on the twetfth working day of each month. The

release time of the monthly balance of payments current account and

overseas trade figures press notice, issued jointly by the Department

of Trade and Industry and CSO, has already been changed from 1530 to
I130 hours.

The figures contained in CSO press notices wil-l continue to be

availabte on the CSO Databank*, in some cases with considerable

additional detail, from one hour after the time of release.

* The CSO Databank is run for the CSO by SIA Computer Services.
SIA sell the data directly on magnetic tape, bY on-Iine file
transferr oD microfiche añd on cómputer printout, and they and other
bureaux offer on-line access. Details can be obtained from: sIA
Computer Services, Ebury Gate, 23 Lower Belgrave Street, London,
SWIW ONW. (TeI: 0f -730 4544) .

I

ü*;;

GC/prepared by the Government statistical service
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NOTES TO EDIÎORS

Consideration is being given to standardisation of the time of
release of aII statistical press notices issued by the Government
Statistical Service at 1130 hours.

The Department of Employment already releases aII its statistical
press notices at 1130. From 4 March, the Department of Trade and
Industry will also release all its statistical press notices at
1130 hours.

Vrlhere times of release are
they will be included in future
notice.

known at the time of going to press,
in the CSO monthly list press

2
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CONFIDENTIAL
until 2.3O pm Tuesday 19 February

then RESTRICTED

FROM:
DATE:

DAVID VÙALTON
18 FEBRUARY 1985

Chief Secretary
Financial Secretary
Economic Secretary
Miníster of State
Sir Peter Middleton
Sir Terence Burns
Mr Cassell
Mr Monck
Mr Battishill-
Mr Burgner
Mr H P Evans d. r
Mr Lovell
Mr Shar¡
Mr Culpin
Mr S Davies
Mr Robson
Mr Page
Mr Horton
Mr Salveson (+I for No 10)
Mr Vernon
Mr Lord
Mr H Davies
Mr Cr.o9ger
Mr Mansell CSO
Mr Clary - CSO
Mr Lang CSO
HB/ oz
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GDP (OUTPUT II{EASURE) TN FOURTH QUARTER 1984

The CSO

February.
wiIl publish the preliminary estimate for this on 19

An advance copy of the press notj-ce is attached.

Revisions to earlier figures

2. The back series for GDP(O) and GDP(A) given in the press notice
have been revised to take account of the revisi-ons to the
manufacturing production series released last week. The most
significant revision is that GDP(O) is no\¡/ estimated to have risen

,./ AV I per cent between the second and third quarters. Prior to
the revisj-ons cDP(O) was broadly unchanged between Q2 and Q3.
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CONFIDENTÏAL
until 2.3O pm Tuesday 19 February

then RESTRICTED

Fourth Quarter Figures

3. GDP(O) is estimated to have risen by 1 per cent between the
third and fourth quarters of 1984. Compared with a year earlier
GDP(O) is up 2 per cent. In L9B4 as a whole cDP(O) rose by 2Þz

per cent on its average 1983 level.

Coal strike effects

4. Output in 1984 was affected by the coal strike. The coal
strike is estimated to have reduced the level of GDP(O) by k per
cent in the first quarter and by between Ik and I1 per cent through
the rest of the year. The effect on 1984 as a whole is estimated
to have been between 1 and IÞ+ per cent. These effects on GDP(O)

are of two kinds:-

(a)

cent )

the direct effect of lost coal production (about 1 per

(b) the indirect effect on other industries (about \ per
cent) - mainly lower value added in the electricity and iron
and steel industries as a result of more costly inputs.

Effect of Coal Strike on GDP(O) percentage points

1984 Q1 Q2 Q3 Q4

Coal Industry

Loss of value
electricity

('direct')

added in
industry

transport,

-1

\

_14

0

-1 -1 -1

a a u

Net effect close to zeto
Other (Steel,
police etc)

Total effect on GDP(0) -I\ \ _ru, _ra _I\
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Allowinq for the coal strike , Q4 cDP(O)5.
risen per cent

earlier.
risen by

I above its Q3 level and 314, per
GDP(O), adjusted for the coal

34 per cent in 1984.

is estimated to have

cent above its level
strike, is estimated

1984 Q4

a year
to have

Sectoral picture

6. The contributions of changes in
GDP(O) are shown below:

the

Sector

Foresty & Fishing

Manufacturing

Oil and Gas Extraction

Other Energy and Water Suppty

individual components to
per cent point

contributions to
change in GDP(0)

t9B4 03 1983
to to

1984

0 +0

+1

+14

-1

0

+\
+0

+k +2

Agriculture,

Production
Industries

Construction & Services

TOTAL +1 +24

7. Oil and gas extraction and services each made a healthy
contribution of U per cent to growth in GDP(O) it 94- - manufacturing
u/as broadly f1at. Between I9B3 and 1984, output rose in both
manufacturing and service industries. Agricultural output - whilst
contributing little to overall growth - h/as an estimated 2 per
cent up on its previous record Ieve1 of 1982.

Assessment

B.

the
These figures are likely to be of considerable interest to

Press because they give the first official estimates for fu11





CONFIDENTIAL
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year growth. cDP(O) growth of 2Lz per cent in 1-9B4 is ful1y
consistent with the Autumn Statement forecast for 24 per cent growth
in GDP(A) .

s sted line to take

9. GDP(O) grew by a healthy 24 per cent in 1984 despite the coal
strike which is estimated to have reduced growth last year by between
1 and IZ per cent. There are no signs of growth fading towards
the end of 1984. Prospects look good for continued growLh in 1985.

>-'¿uSÞtfuu--^
DAVID IIIAI,TON
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cRoss D0MESTIC PR0DUCT (OUTPUT)
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cso( 85 ) 19

19 February 1985

cRoss Doì4EsTIc PR9DUST (ourpur-sAsgD) - FOURTH QUARTER 1984

Preliminary estÍmat.es suggest that outPut of the ¡¡hole economy rose by

I per cent between the thtrd and fourth quarters of 1984. The production

industries and the service aector eech showed increases of about I per cent

in output; fn partícular dtstribution.actÍvity was eome 1å Per cent higher'

The preliminary output-based esrimat,e of gross domestÍc product (COp) in the

fourth quarter 1e 107.1 (seasonally adjusted at constant prices with

1980 = 100).

Output in 1984 was affected by the dlepute in the coal rnining industry, whose

producrion normally contributes about là per cent of GDP- The dispute is -'

estimated to have reduced the level of the output measure of GDP by about

å per cent in the first quarter and by between It and 1! per cent in each of

the other quarters. The effect on 1984 as a whole fs estimated to have been

between I and I* per cent. Most of the loss of output reflects the direct

lmpact upon the coal industry itself.

Using the output measure, GDP 1s estimated to have risen by 2å Per cent between

1983 and 1984, despite the coal dispute. The improvement in outPut was

evident in both manufacturfng and service l-ndustrfes, and agricultural output

exceeded 1Ès previous record level of 1982. As can be seen from the Table,

the expenditure, Íncome and output measures of GDP (and by implication the

average measure) cen move irregularly for particular quarters, and differently

to each other COPY No"""R""""'

PEífgCNåt Í,Þ{Ð COi¡FlûEf{TürtL until release

of Press Notice at 2.30 P.m, on,..1,,X,,.ß.rrrãr5r-.*l

and thereafter unclassified,*'-'¡'"

prcpard by thc Goverrrent Statistical Scrvice
çLr

s
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GROSS DOMESTIC PRODUCT AT CONSTANT FACTOR COST

Seasonal ìy adJusted

198O= 1OO

Easedon

Avera9e
est lmate( 1 ) data data(2) data( 1 )

3

99
o3
oo
98
oo
o3
o5

1

1

I
o
o
3
3
3
ô

I
3
o
I
I
I

100.3
100.8
100.8
1.O1 .8

100. o
ro1.9
100. o
99. O

100.6
to1 

:o

ro0.o
99. O
97 .4
99.6

100.4
100. 3
99.6

102. 1

106.5
104.6
104. 1

97 .4
97-.4
99.4

101.1

101
101
101
102

99
102
100
98

101
104

q

A
o
7
I
f

3
1

5
o

ôo
o2
o0
98
o0

98
98
98
99

1

1978
1979
1980
1981
1982
1 983
1984

1981

1982

1983

1984

97.6
97.8
98.8
99.O

99.3
100.2
100.7
100..9

o5
o5
o6
071

103
104
105
106

108
107
108

101.9
102.2
104. 1

104.9

¿
I
o
3

4
5
o
I
1

5
7

6
4
2
I

103
1o2
104
105

o
o
E

I
6
7
3

o3
o3
o4
o5

o6
o5
o6

1

1

1

2
3
4

1

2
3
4

1

2
3
4

1

2
à

4 3

3
o
o
1

(1) Inclucles revislons to 1982-1984 data made stnce the January
ed i t 'ton of 'Economi c Trends' .

(2) Income data cteflated by the lmplied lndex of total home costs
derived fnom expenditure data.

(3) Preì imlnary esttnate.

,'. )

1
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NOTES TO EDITORS

1. The preliminary estimate of the output based measure of gross donestic
product ls derlved from the provisional estl¡nate of the lnd.ex of output of
the production industries for the fourth quarter, published on 13 February,
together wlth partial inforrnation for the rest of the economy. Any
revisÍons, together wlth estinates of GDP based on e:çenditure and income
data, will be released by Press Notice on 22 March. A series eonslstent
wtth today's Press Notfce is avail,able on request for output of the whol-e
economy other than extraetion of mineral o11 a¡¡d natural gas.

2. As the table shows, the estiu¡ates of GDP based on e:rpenditure, income
ar¡d output data may rnove differently in the short term. The output based
neasure is usual-Iy consldered to be the nost reliable measure of short term
movements.

3. Although it will be sone tine before the size of revisions to the
prelininary estimate on the new 1980 base can be investigated, the
perfor:nance of the 1975-based series can probably be taken aE a guide.
During the five year lifetime of the 1975-based series, the average revision
(regarðLess of sign) in the nonth folloving publication to the preliminary
estinate of the gþgggg in GDP(O) since the previous quarter was 0.2. Ttre
corresponding averageTevision to the estinate of the leve1 of GDP(O) in the
most recent quarter was 0.3.

l+. Sinee 1980 sone of the statÍstical sources used in compilin$ GDP(O) have
been discontinued, or reduced in size. Estimates of GDP(O) nay well as a
result have been subject to a r¡ider margin of error.

5. The series and. veights used. to compile the 1980-based GDP(O) series are
described in an Occasional Paper. The effects of rebasing on all the
lneasures of GDP are described in an article in Deeember 1983 Economic
trends. OccasÍonal papers (price g2.rO each) and off-prints of Eeononie
lrends articles (price t1.20 each) are available from the Central Statistieal
Offiee.
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FROM:
DATE:

MISS OIMARA
4 February 1985

IIIR FOLGER cc Sir P Middleton
l,1r Bailey
Sir T Burns
Mr Cassell
Mr Battishill
Miss Brown
Mr Evans
Mr Lankester
Mr Lavelle
Mr Culpin
Miss Peirson
Mr Peretz
Mr Hannah
l{r Vernon
Mr Cropper

RELEASE TIIIIES FOR ECONOMIC STATISTICS

The Chancellor has seen your submission of 25 January and

agrees with your recommendat,ions

A,\.A!^4

MISS II,I OIUARA

')-
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MIDDLETON

CHANCELLOR OF THE EXCHEQUER

RELEASE TII,IES FOR ECONOMIC STATISTICS

This note reports a CSO proposal to retime the release of their main economic statistics for

11.30am. It discusses the implications for the Treasury, particularly as regards publication

anangements for the PSBR and money figures, and seeks your approval for the line of the

reply which we propose to make at official level.

Back*rornd

Z. For some years there have been three different release times for GSS economic

statistics:

l.L.3Oam

This picture reflects a variety of historical factors. DEm see distinct advantage in 11.30am

as allowing the media - particularly the provincial evening press - more time to prepare

their stories. And. their Secretary of State has been able to feature on BBC R4 "World at

One" to comment on the latest figures for unemployment etc. The 3.30pm timing for the

trade figures dates from Februaty \974 when the release was shifted from noon. This

appears to have been on the basis that the later timing would allow a Ministerial statement

on the figures to be made in the House, when necessary, simultaneously with their release by

DTI.





the trade fieures. which are much less market sensitive nowad'ays, at 11'30am' (DTI (and

the Bank) had said that they would prefer a move to 11.30am rather than Z.30pm as probably

a bit more convenient for the press.) It is planned to bring this into effect, subject to No I'0

views, in time for the January figures, due for publication on 26 February'

CSO proposal

4. In the light of the discussions about the trade figures, CSO have proposed that their

releases, including the PSBR Press Notice issued jointty with us, should be retimed for

11.30am. They see advantages in this for the pf,ess. (Details of the current arrangements

and the CSO proposals are given in the attachment to this submission')

PSBR monthlv tess notice

S. pSF and the Bank see practical problems arising if the PSBR release were moved to

11.30am: problems sufficient to outweigh the advantages which CSO claim for the change'

In particular, with certain expenditure returns available only shortly before publication dayt

it is not possible to get draft briefing forward until the evening of the day before

publication. An 1l.30am release time would not allow your comments on the briefing line to

be taken on board. in time for final briefing to be in the hands of IDT, No 10 and so on before

release. (slipping the release time by zI hours, instead of advancing it by 3r is not seen as

appropriate. There is already a long gap between availabitity of the basic figures and

publication of the Press Notice. To lengthen it further would mean a bigger risk of leaks')

6. On occasion, Z.30pm may also prove preferable for market management reasons. This

is explained more fully below in relation to the money figures.

Reserves Press Notice

7. Similar problems could arise in retiming the Treasury Press Notice on the Reservest

which EFl would prefer to keep at 2.30pm.

Monev fieures and Bank views

g. The money figures - released by the Bank at 2.30pm - are not directly affected by the

CSO proposals. But present practice could well be questioned if more statistics move to

11..30am. HF3 have consulted the Bank, who have a strong preference for sticking to the

present timing.





'ì. This is largely because it can be useful for the authorities to see markets' own reaction

to PSBR and money figures, before being obliged to show their hand via the Bank's money

market dealings. With the latter timed for 12.15 and 2.15pm each day, an 11.30 release

would mean the Bank acting before the market had fully digested the figures. Present

arrangements allow markets time to adjust fully and for their reaction to be taken into

account before the Bank deals next day.

Assessment

10. The primary Treasury interest in all this is in any implications for financial market

management. These are likely to be most significant for the money and PSBR figuresn which

often require very careful handling. We see no real market objections to changing the

timing of the CSO's other releases.

11. A change would of course affect briefing anangements. Generally we would continue

to get briefing to Ministers on the evening before the day of release (earlier where possible).

But, with the figures appearing before lunch time, Ministers would be able to deploy any

comments on the figures earlier than at present, and in some cases might be pressed to do

so. And for occasions such as PM's Questions and Treasury First Order Questionsr the House

would have had more time to brief itsetf on the latest figures. (We shall accordingly suggest

to CSO - as we have to DTI on the trade figures - that they give No L0 the opportunity to

comment on the proposed move to 11.30am.) Occasionally the new arrangements might

allow the Opposition to make a better showing, on others they should allow Ministers to

present their case more effectively through the media.

Co¡clusion and Recommendation

L2. For the reasons explained above, we recommend that the money figures, and the PSBR

and Reserves Press Notices should remain at 2.30pm.

13. We seek your authority to agree that except for the joint CSO/Treasury Press Notice

on the PSBR, the CSO may

subject also to No 10 views.

move their releases to 11.30am. As noted above, this wiII be

JlJY
M T FOLGER




