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THE FEBRUARY RPI (TO BE PUBLISHED AT 11.30 AM ON FRIDAY 22 MARCH)

The 12-month increase in the RPI rose to 5.4 per cent in February in line with

our expectations. It has been 5.0 per cent or below since the middle of 1984.
The increase over the month was 0.8 per cent. This increase is, in fact,

slightly lower than the city was expecting.

25 Nearly half of the monthly increase was attributable to the rise of 1 per
cent in mortgage interest rates, effective from 1 February. Other relevant

factors included the effect of the weather on seasonal food prices, the initial
effect of the recent rise in gas prices, highcr prices four second-hand cars and

price increases for some National newspapers.

3. There were rises in prices for durable household goods as the sales ended
but the effect of these on the index was offset by further reductions in the
clothing and footwear sector of the index. Misccllaneous piice increases seem

to be running at a slightly higher rate than at this time lasl year.

4. The effect on the RPI of the excise duty chamges announced in the Budget
is estimated at 0.5 per cent. Indexation would have added nearly 0.4 per cent

to the index.
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5. Further rises in the 12-month rate are expected in the months to come,
probably taking it to 5% per cent in March and over 6 per cent in the second
quarter. However there should be falls later in the year taking the rate back

down towards the 5 per cent level.
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I am attaching a copy of the draft Press Notice on the Current
Account of the United Kingdom Balance of Payments in February.
The draft was agreed earlier today at Lhe usual interdepartmental
meeting.

Publication is set for Tuesday 26 March at 11.30am and I should
be grateful if you would arrange for the Notice to be cleared by
12.00 noon Monday 25 March and to inform me accordingly.

A copy of this letter and draft Press Notice is being sent to
Sir Peter Middleton.

Yours sincerely

ARl ﬂpw?,d

W E BOYD
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THE CURRENT ACCOUNT OF THE UNITED KINGDOM
BALANCE OF PAYMENTS

FEBRUARY 1985

The current account for February is estimated to have been in surplus
by £131 million compared with a surplus of £341 million in January.
Exports in February were valued at £6897 million and imports at

£7167 million so that trade in goods was in deficit by £270 million.

The balance on invisibles in February is projected to be in surplus
by £400 million, a large surplus on the transactions of the private
sector and public corporations being partly offset by a deficit on

Government transactions.

DECEMBER 1984 TO FEBRUARY 1985

In the three months ended February, the current account was in
surplus by £608__million compared with a deficit of £42 million in
the previous three months. There was a deficit on visible trade of
£689 million in the latest three months compared with a deficit nf

£1871 million in the previous three months. The surplus on invisibles

is projected at £1.3 billion.

CURRENT ACCOUNT

TABLE 1 £ million, Seasonally ad justed
| | | Visible Trade | | Invisibles © |
| | Current | Balance | Exports | Imports | Balance | Credits | Debits |
| | _Balance | | fob | fob | | | |
| | | | | | | | 1
| 1983 | +253 | -1165 | 60776 | 61941 | +3708 | 34906 | 31198 |
| 1984 | weSLr o) = 42550 ] 5 10372 L Te832 | S 48306 © o, 38930 | 34624 |
| 198s Q1 lom 1623 Lot oSy 1 168N A ARSI ST eR 0 ) 9258 | 8578 |
| Q2 | - ®92 | -1228 | 16844 | 18072 | + 636 | 9213 | 8577 |
| Q3 (62T o A AR S ATASY Y 19082 - UL Te102R m A 9557 | 8535 |
| Q4 150 eats il =32 S 9BEE )i P20E8 3 ] #1968 - | U10902 | 8934 |
| 1984 Sept | - 546 | - 887 | 5905 | 6792 | + 3alb | |
| Oct | + 201 | - 807 | 62713 | 7080 | + 1008 b | |
| Nav, 1 c30% UL e = n AT 6487 | 6626 | + 480 b | |
| Dec | + 136 | - 344 | 6596 | 6940 }oow a8nh ] Monthly figures of 1
- 1985 Jen e kel =96 6%41 | 616 | + BiTa | credits and debits |
| Feb | +« 131a | = 270 | 6097 | 1167 |+ 400 a | are not available |
| | | | I | | |
| Sept-Nov 1984| - 42 | -1871 | 18624 | 20495 | + 1829 1
| Dec-Feb 1v85| + 608 | - 689 | 20038 | 20723 | o+ |
l | | | | |

|
1297 |
l |

Invisibles are projections and subject to revision ass information becomes available.
One-third of the appropriate calendar quarter's estimate, except for budget refunds received from the
European Community which are allocated to the month they are known to have been received.
Information relating to credits and debits of the private sector and public corporations can be found in
Table 3.
D EW T, TTI
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VISIBLE TRADE IN FEBRUARY 1985

The visible trade in February was in deficit by £270 million
compared with a deficit of £76 million in January. The surplus
on 0il fell from £928 million to £681 million and the deficit on

non-oil trade fell from £1004 million to £951 million.

At £6897 million, exports were £357 million (5)% per cent) higher
than in January. Exports of oil fell by £107 million and exports
of the erratic items were little changed. Excluding both of these,

exports increased by 9% per cent,

Total imports were valued at £7167 million which was £551 million
(8% per cent) higher than in January. Imports of oil increased
by £140 million and imports of the erratic items by £79 million.

Excluding both of these, imports rose by 6 per cent in February.

The terms of trade index fell by 1 . per. cent in PFebruary as’ the
export unit value index increased by 2 per cent and the import

unit value index  increased by 3 per cent.

RECENT TRENDS

Visible balance

In the latest three months, there was a deficit on visible trade
of £0.7 billion compared with a deficit of £1.9 billion in the
previous three months. The surplus on trade in oil increased by

£1.1 billion to £2.4 billion, while the deficit on non-oil goods

fell only marginally to £3.0 billion.
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Exports

Exports were valued at £20.0 billion in the .latest three months,
£1.4 billion (7} per cent) higher than in the previous three months.
Exports of o0il increased by £0.9 billion while exports of the
erratic.items fell by £0.4 . billion, Excluding both of these,
exports increased by 6 per cent with exports of manufactures 6)% per

cent higher than in the previous three months.

Total export volume increased by 4)% per cent in the latest three
months to a level 8)5 per cent higher than a year earlicr. Tlie

underlying level of non-oil export volume remains high.

Imports

Total imports were valued at £20.7 billion in the three months

ended February, £O:2 billion (1 per cent) higher than in the
previous three months. Imports of oil fell by £0.1 billion but this

was more than offset by higher imports of manufactures.

By volume, total imports fell by 2% per cent (1% per cent excluding
0il and the erratic items) in the latest three months to a level

11 per cent higher than the corresponding period a year ago. The
underlying level of non-oil import volume has been levelling out

during recent months. \

Terms of trade and unit values

The terms of trade index fell slightly in the latest three months



SECRET AND PERSONAL until release of Press Notice
on 26/3/85 at 11.30am and thereafter unclassified

as the export unit value index (up by 3 per cent) continues to rise
less rapidly than the import unit value index (up by 3% per cent).
Compared with the same period a year ago the terms of trade index
has fallen by 2 per cent; the export unit value index has increased

unt

by 10 per cent and the importLvalue index by 12 per cent.

Export unit values of basic materials (up by 4% per cent) and of
fuels (up by 4 per cent) continue to increase rather faster than
the average while, for imports, fuels (up by 4) per cent) and

finished manufactures (up by 4 per cent) have shown the strongest

growth in unit values over the latest three months.

Analysis by Area

By value, exports to the developed countries increased by 10 per
cent in the lates; three months with exports to the other European
Community countriés up by 14 per cent and exports to North America
4 pern: centhigher:than in *the previous three monthsi. —'Exports to

the developing countries also increased by 4 per cent.

Imports from the other European Community countries increased by
2% per cent and imports from North America by 15 per cent. Arrivals

from the developing countries fell be 1 per cent, mainly reflecting

lower oil imports.

INVISIBLES
The latest estimates of invisibles - services, interest, profits

and dividends and transfers - relate to the fourth quarter of 1984



SECRET AND PERSONAL unti release of Press Notice
on 26/3/85 at 11.30am and thereafter unclassified

when credits were £10.9 billion and debits were £8,9 billion

giving a surplus of £2.0 billion for the quarter. Invisibles in
the private sector and public corporations (excluding transfers)
were in surplus by £2.8 billion. The recent monthly figures are

CSOuprojections.



NOTES TO EDITORS

1 REVISIONS
Figures relating to invisibles have been revised (see CSO Press
Notice dated 7 March). Queries in respect of invisibles should be

addressed to the CSO.

2 STANDARD NOTES
The standard notes describe the differences between the Balance of
Payments (BOP) and the Overseas Trade Statistics (OTS) bases of

compilation. Copies can be obtained from the address below.

3 OTS data

In October 1984 HM Customs and Excise introduced a change in the
way some imports are recorded. As a result of this change a pro-
portion of imports that would have been included in October will
have been deferred to November and likewise for subsequent months.
To allow for this change in recording practice the October figures
on a Balance of Payments basis have been adjusted by £200 million.

No adjustments have been made to the 0TS figures (tables 8-15).

4 MONTHLY REVIEW OF EXTERNAL TRADE STATISTICS
The Monthly Review of External Trade Statistics, prepared as an
internal working document, is made available publicly by the

Department of Trade and Industry (price £3 a copy).

This is a monthly publication containing charts and tables, on the
current account of the UK balance of payments, UK expérts and imports

of goods by commodity and area and certain international comparisons.

5 ROUNDING

The figures published in this Press Notice expressed in £ milliog
have each heen in@epcndcntly rounded Lu Lhe nearest whole number.
These figures may therefore not sum fto the aggregateg, and balanccs

may not derive exactly from the export and import figures shown.




Index numbers of volume and unit value are shown rounded either to
the nearest whole number, or to one place of decimals. Although
the figures should not be regarded as accurate to the last digit
shown, the degree of rounding is intended to be indicative of the
relative reliability of the different figures. Where period to
period changes are shown these have been calculated from unrounded
estimates, the resulting percentage changes being rounded to the
nearest half point if less than 10 and the nearest whole number if

10ior greater,

6 AREA DATA (tables 11 and 15)
The data by area are seasonally adjusted independently and do not

exactly sum to the seasonally adjusted figures for total trade.

Enquiries about the Standard Notes, and the Monthly Review, should be
addressed to S2A, Room 255, Department of Trade and Industry,
1 Victoria Street, London SW1H OET, Telephone 01-215 5703.



*ﬂﬂ Table 2

CURRENT BALANCE, VISIBLE TRADE AND INVISIBLES
(Balance of Paymsnts basis)
£ million seasonally adjustad

| | Curremt | Visible Trade | Invisible |

i l | Balance | Exports | Imports | Visible | of which | Balance |

: l l l fob | fob | Balancs | 0i1 | Non-0il | |

: | | | | | | | | |

! | 1983 | + 2543 | 6776 | 61941 | -1165 | +68s6 | -8011 | +3708 |

g | 1984 | + 51 | 70377 | 78632 |- -4255 | +7136 | -11391 | +4a306 |

':l | 1984 Q1 | + 623 | 16778 | 16835 | - 57 | +2322 | - 2378 | + 680 |

i | Q2 | - 592 | 16848 | 18072 | -1228 | +1543 | -2771 | + 636 |

A | a3 | - 61 | 17839 | 19082 | -16a3 | +1804 | -3a47 | + 1022 |

! | (173 | + 6l | 19316 | 20683 | -1327 | +1468 | =-2795 | + 1968 |

! | 1984 ° June Gl T | s8as | 6OZA i = 178 ) e 65 L= B3 a2 25 biss]

j | July | « 177 | 553127 | S677 | - 164 | + 801 | - 965 | + 381b |
| Aug T [T | 6023 | GEla o = Y e 265 LAl e 2380 bk

| Sept | - 546 | 5905 | 6792 | - 887 | + 577 | -1464 | + 3a41b |

| Oct | + 201 | 6273 | 7080 | - 807 | + 3713 | -1179 | +1008b |

| Nov | + 303 | a7 | T Cos PRI o A W L S N Y - R . I

| Dec | + 136 | 6596 | 6940 | - 344 | + 783 | -1087 | + 480b |

| 1985 Jan |Sivsi38 a0 6541 | 77 VA B ey 7 e RS [ R RN T T SR WS Y G i

| Feb Jiie 131 a '] 6897 | 7167 | - 270 | + 681 | - 951 | + 400a |

| Dec - Feb 1984 | + 1191 | 16838 | 16472 | + 366 | +2395 | -2030 | + 825 |

| Sept - Nov 1984 | - 42 | 18628 | 20495 | -1871 | +1302 | -3172 | +1829 |

| Dec - Feb 1985| + 608 | 2003 | 20723 | - 689 | +2352 | -3081 | +1297 |

| | | | | | | | |

| % Change | | | | | | | |

| Latest 3 months | | | | | | | |

| - on previous | | | | | | | |

| 3 months | | + 7% | + 1 | | | | |

| - same 3 months | | | | | | | |

| one year ago | | +19 |  + 26 ] ] ] | |

a Invisibles are projections and subject to revision as mors information becomes available.
b One third of the appropriate calsndar quartsr’'s estimats, except for budget refunds reesived from the
European Community which ars allocated to the month they ars known to have been recmived.

¥ Table 3
INVISIBLES
£ million seasonally adjusted
| | All Sectors | Private Sector and Public
| | | Corporationsd
| | I | | of which | | |
| | Credits | Debits | Balances | | Interest | | Credits | Debits | Balance
| | | | | Services | Profits | Transfers | ] i
| ] ] | | | Dividends | ] ] i
| 1982 i 31396 | 28517 | +2879 | +3762 | + 1173 | - 2056 | 26988 | 20419 | + 6569
| 1983 | 34906 | 31198 | + 3708 | + 4215 | + 1709 | - 2216 | 30461 | 22547 | «+ 791a
| 1984 | 38930 | 34624 | + 4306 | +4349 | + 2325 | - 2368 | 34288 | 25344 | + 8944
| 1983 Ql | 8857 | 7402 | + 1455 | + 1109 | <+ 480 Jota 138 | 7370 | 5335 | + 2035
| Q2 | 8359 | 79848 1. le- 3154 10T 0 | ase ST | - 809 | 7439 | 5751 | + 1688
| Q3 | 8830 | 7633 | + 1197 | + 1031 | + 686 | - 520 | 7800 | 5579 | + 2221
| Q4 | 8860 | 8179 | + 681 | + 968 | + 466 | - 753 ] 7852 | 5882 | + 1970
| 1984 ql | 9258 | 8578 | + 680 | + 1061 | 4+ 151 | - 532 | 8067 | 6312 .} + 1755
| Q2 | 9213 - | 8577 | + A36 | +1081 | + 375 | - 78U | 8272 | 6271 | + 2001
| Q3 | 9557 | 8535 | + 1022 | + 1081 | + 665 | - 724 | 8566 | 6205 | + 2361
| Q4 - 10902 } 8938 | + 1968 | «+ 1166 | + 1134 | - 332 | 9383 | 6556 | + 2827

O\ AR o TN e e
s BT R T : znd parson-
R o fo X o0 DR 26 MR 35
B b 2 & e M untireicass of press notlcs on Ll at 11.30 am.

o
d ie excluding general Gavernment transactions and all transfers.



EXPORT AND IMPORT UNIT VALUE AND VOLUME INDEX NUMBERS Table 4

(Balance of Payments basis) Indices 1980 = 100

| Unit Value (Not seasonally adjusted) | Volume (seasonally adjusted) |

| | Exports | Imports | Terms of Trade® | Exports | Imports |
| | | | | | !
| 1983 | 126.6 | 129.6 | 97..7 | 102.6 | 107.9 |
| 1984 | 136.9 | 141.5 | 96.8 | 110.4 | 118.8 |
| 1984 Q1 | 1323 | 135.6 | 97.5 | 108.7 | 11251 |
| Q2 | 135.1 | 139.4 | 96.9 | 107.3 | 11741 |
| Q3 | 138.7 | 143.4 | 96.7 | 108.0 | 119.8 |
| Q4 | 141.7 | 147.5 | 96.1 | 117.5 | 126.1 |
| 1984  June | 136.2 | 139.5 | 97.6 | 110.5 | 1170 |
| July | 137.6 | 142.1 | 96.8 | 103.1 | 108.6 |
| Aug | 138.5 | 143.3 | 96.6 | 112.4 | 124.1 |
| Sept | 140.0 | 144.7 | 96.7 | 108.5 ] 126.9 |
| Oct | 140.9 | 146.2 | 96.4 | 115.4 | 131.2 |
| Nov | 141.6 | 147.7 | 95.9 | 118.0 | 120.8 |
| Dec | 142.5 | 148.5 | 96.0 | 1192 | 126.3 |
| 1985 Jan | 144.5 | 150.6 | 96.0 | 116.5 | 118.2 |
| Feb | 147.3 | 155.0 | 95.0 | 121.5 | 124 .4 |
| Dec - Feb 1984 | 131.6 | 134.7 | T | 109.6 | 118.7 |
| Sept - Nov 1984 | 140.8 | 146.2 | 96.3 | 114.0 | 126.3 |
| Dec - Feb 1985 | 144 .8 | 151.3 | 95.7 | 119.0 | 123.0 |
| | | | | | |
| % Change | | | | | |
| Latest 3 months on | %3 | SR | - % | + 4% | - 2% |
| - previous 3 | | | | | |
| months | | | | | |
| - same 3 months | + 10 | + 12 | - 2 | + 8% | + 11 |
| ___one year ago | | | | | |

® Export unit value index as a percentage of the import unit value index.

VALUE AND VOLUME OF EXPORTS AND IMPORTS EXCLUDING THE MORE ERRATIC 11emst Table 5

(Balance of Payments basis)
geasonally adjusted

| | Value £ million fob | Volume Index 1980 = 100 |
| | Exports | Imports | Exports | Imports |
| | | | | |
| 1983 | 56280 | 58512 | 104.0 | ¥13.0 |
| 1984 | 65786 | 71300 | I15.2 | 125.8 |
| 1984 Ql | 15615 | 16036 | 1111 | 118.6 |
| Q2 | 15728 | 17245 | 109.9 | 1241 |
| Q3 | 16400 | 18340 | 111.4 | 2745 |
| Q4 | 18043 | 19680 | 120.5 | 13501 |
| 1984 June | 5396 | 5759 | 111.6 | 124.3 |
| July | 5159 | 5410 | 105.9 | 114.6 |
| Aug | 5720 | 6405 | 117:0 " e 1352 I
I Sept I 5520 | 6525 | 111.4 | 134.7 I
| Oct | 5760 | 6706 | 116.5 | 137.8 |
| Nov | 6058 | 6317 | 121.6 | 275 |
| Dec | 6225 | 6657 | 12355 | 134.3 |
| 1985 Jan | 6270 | 6320 | 32235 | 12550 |
| Feb | 6613 | 6791 | 1275 | 15% ) |
| Dec - Feb 1984 | 15669 | 15930 | 112.0 | 118.6 |
| Sept - Nov 1984 | 17338 | 19548 | 116.5 | 25353 |
| Dec - Feb 1985 | 19108 | 197A/7 | 124.5 | 130%] |
| | I | | |
| % Change | | | | |
| Latest 3 months on | | | | |
| - previous 3 months | + 10 | + 1 | + 7 | - 2% |
| - same 3 months | | | | |
| one year ago | #1122 | + 24 el + &1 b + 9% |

f These are defined as ships, North Sea installations, aircraft, precious stones, and silver.

f""‘ brRaRoradag e |
P f"k_ Pyl x. g; t:’ 5 2
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TRADE IN OILY
(Balance of Payments basis)

Table 6

seasonally adjusted

| | Balance | Exports of 0il | Imports of 0il |
| |.~Gaf | | Crude 0il | Rest of | | Crude 0il | Rest of |
| | Trade | Total | [SITC (REV 2) 333.0] | Division| Total |  [SITC (REV 2) 333.0] | Division |
| | in 0il | | | 3% | | 33 |
| | & £ | Lizraoi] | Avg value | £ | £51] | Avg value | £ |
| | million | million | million | million | per tonne | million | million | million | million | per tonne | million |
| | fob | fob | fob | tonnes| £ fob | fob | fob | fob |tonnes | £ fob | fob |
| I | | | | | | | | | | |
| 1983 |+ 6846 | 12501 | 10092 | 68.3 | 147.8 | 2410 | 5655 | 3277 | 22.8 | 143.7 | 2377 |
| 1984 | + 7136 | 14910 | 12228 | 75.8 | 161.4 | 2682 | 7773 | 3755 | 24.2 | 155.4 | 4018 |
|1986 Q1 |+2322 | 3644 | 2955 | 19.1 | 154.3 | 690 | 1322 | 652 | 4.4 | 148.8 | 670 |
| Q2 |+1543 | 3450 | 2768 | 17.5 | 158.5 | e82 | 1907 | 1048 | 7.0 {14858 | 7859 |
B B jo080s 13765 0 SEmd less ) 166 TS oL 198 088 oA 6l ] 1961 | 903 |
| Q6 |+ 1468 | 4051 | 3426 | 20.6 | 166.0 | 625 | 2584 | 997 | 6.0 | 167.1 | 1586 |
11984 Junel+ 654 ] 1225 | 98a | 6.2 | 160.0 | 262 | 572 | 26 | 2.0 | 150.4 | 276 |
| July|+ 801 | 1256 | 1012 | 6.2 | les.6 | 264 | 455 | 268 i B - R e 15 1 SR T L |
| Aug |+ 426 | 1261 | 1021 | 6.2 | 164,01 | 220 | 815 | 380 | 2.5 | 154.3 | 435 |
| Sept i+ S17-| ca2em | 1048} 6 0.0 | 2000 69k 1 MY ] 2.6 11580 | 281 |
| Oct |+ 373 | 1167 | g6l T 58 11660 X0 kTR )Ll )l F 4633 | 403 |
| VRS R e st e LoD R L R R D | O SRRE i L e e 0 OB (B | B |
| fac- e 45 | 1551 b 1537} 8.0 b a3 ¢ - as ) ames | 369 a2 NG L 1Eaa |
F1985  Jam e 0PB-1 1636 | 1359 L 7B F NS b ofo 708 k952 ) 1| 1eeT S Fease |
| Feb il 0011 Voo | 1yl 68 baees - oo @s ) ohayop a9 o1 -2 118D S AP0 |
| Dec-Feb 84 |+ 2395 | 3646 | 2963 | 19.6 | 151.6 | 683 | 1250 | 660 | 4.4 | 149.0 | 590 |
X| Sep-Nov 84 |+ 1302 | 3768 | 3137 | 18.7 | 167.4 | 631 | 2467 | 1039 [ o648 ) 163,01 | 1428 |
[Doc-Feh 85 [+ 2352 | A715:) 3957 | 22.6 -} 1.1 ) 79 | 2563 |9 .} 5.6 | 172.1 | 1393 |
| | | | | | | I | | | | |
| % Change | | | | | | | | | | |
| Latest 3 months on | | | | | | | | | | |
| - previous 3 months | +25 | +25 | +21 | + & Waies T S U Ol SRS SR T e T L G Bae L SR
| - same 3 months | | | | | | | | | | |
| oneyear ago | +29 | +33 | «+16 | + 15 T T T R R |+136 |

9 Trade in petroleum and petroleum products.
which are on a time of shipment basis (see paragraph 7 of the standard notes) .

These figures differ from those published by the Department of Energy

end pereonal
uniil relaase of press notice on =¥

pyetles
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Table 7

(Balancs of Payments basis)

TRADE IN GOODS OTHER THAN OIL
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These are defined as ships, North Sea installations, aircraft, precious stones, and silver.

® Export unit value index as a percentage of the import unit value index.
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EXPORTS BY COMMODITY Table 8

(Overseas Trade Statistics basis)
£ million, fob, seasonally adjusted

Ll MGG ML TR,

bt Bl Bal b ) s

| | | | | ] Manufactures excluding erratics”
| | Food | | | | | Semi-manufactures | Finished manufsctures excluding ships,
| | bever- | Besic | | Total | | exciuding precious | North Sea installations and aircraft
| Total | ages | Matsr- Fuels | Manufac- |_stones & silver(PS) | (SNA)
| | and |ials | | tures | Total| | | | | Pass- | | |
| | tobaeeo | | | | | Total | Chemi- Othsr | Total | enger | Other | Inter- | Capital
| | | | | | | | cals| | | Motor | Consumer | mediate |
] | | | ] | | ] | | | Cars| | ]
sITc | | | | | | 5-8 | | | 6 | 7+8 | | | |
(REV2) | 0-9 | Ol | 2+4 | 3 | 58 | less| less| 5 | less| less| 3.4 b | | 5 | | 5
| ] | ] | ] SNAPS| PS | | _PS | SNA | | | ] )
1983 | 60684 | 4241 | 1587 | 13103 | 40087 | 35770 | 13837 | 6933 | 6904 | 21933| 1003 3913 | 9291 | 7726
1984 1 70511 | 4693 | 1989 | 15367 | 46668 | 42136 16332| 8215 | 8117 | 25804 | 1051| 4674 | 11178 | 8902
1983 Q4 | 16146] 1100 | 4348|3646 | 10515 | 9529| 3695|1847 | 1848 | 5834| 290| 1066 | 2493 | 1955
1984 Q1 | 16826| 1156 | 4401|3778 | 11052 | 9862| 379711929 | 1867 | 60651 264] 1096 | 2607 | 2098
Q2 |16884a| 1173 | 4861 3581 | 11220 | 10107 | 39181 1961 | 1956 | 6190 263| 1111 | 2655 | 2161
Q3 [17394| 1128 | 5S06| 3881 | 11445 | 10450 | 4015| 2026 | 1989 | 6435] 2301 1136 | 2801 | 2268
Q4 | 19407| 1235 | 55714206 | 12951 | 11717 | 4603 | 2298 | 2305 | 7114] 293| 1332 | 3115 | 2375
1984 Dec | 6629 | 412 | 180| 1606 | 4288 | 3926| 1598| 797 | 801 | 2329 | 89 | 451 | 988 | 800
1985 Jan | 6568 | 416 | 189) 1680 | 4137 | 3881| 1540| 785 | 755 | 23a1| 121| 427 | 11019 | 774
Feb | 6939 422 | 206] 1587 | 4531 | 4257 | 1653| 864 | 790 | 2604 | 132 | 432 | 1190 | 850
Sep-Nov | 18664| 1179 | 5511|3894 | 12574 | 11336| 4372|2196 | 2176 | 696a8| 273]| 1258 | 3085 | 2348
Dec—Ffeb | 20134| 1250 | 575|4874 | 12956 | 12064 | 4791 | 2445 | 2346 | 7273| 342| 1310 | 3197 | 2624
percentage | | | | | | | | | | | | |
change ]+ 8] + 6| +484]+25 ] + 3 |+ 64|+ 94|+ 11 [+ 8 J+ 44] +25] + &4 | + 3% | + 3

These are defined as ships, North Sea installations (together comprising SITC (REV 2) 793), aircraft (792) precious
stones (667), and silver (681.1).
J Based on the Unitsd Nations Brosd Economic Categoriss end-uss classification.
EXPURTS BY COMMODITY: YOLUME INDICES Table 9
(Overseas Trade Statistics basis)

INDICES 1980 = 100, seasonally adjusted

| | | | | | Manufactures excluding erratics]
| | Food | | | | | Semi-manufactures | Finished manufactures excluding ships,
| | bever- | Basic | | Total | | exeluding precious | North Sea installations and aircraft
| Total | ages | Mater- Fuels | Manufac- |_stones & silver(PS) | (SNA)
| | and |ials | ‘ | tures | Total | | | | | Pass~ | | |
| | tobaceo | 1 | | | Total | Chemi~ Other | Total | enger | Other | Inter- | Capital
| | | | | | | | cals| | | Motor | Consumer | mediate |
| ] ] ] | ] | | | i | Cars | | ]
SITC: -} | | | | | 58 | 5+6 | | 6 | 7+8 | | | |
(REY 2) | 0-9 | Oel | 244 | 3 | 58 | less| less| 5 | less| less| j | Joinid L s |
| ] | ] ] | SNAPS | PSS | | PS | SNA | ] ] |
Weights | 1000 | 69 | 31 |136 | 735 | 658 | 252 Bl 12 L 1 | 406 | 18 | 71 {En 1705 ) - 5147
1983+ | 102, 6l 110.2| 101.0| 147.7] 93.9 | 94.4| 102.3| 113.3| 6| 89.5] 85.6] 96.4 | 88.9 | 87.2
1984* | 110.7| 117.4]106.61159.1| 101.8 | 104.2| 112.1] 124.3] 102.4]| 99.3| 82.4] 109.3 | 99.8 | 95.8
1983 Qa4 l107.0] 112 105 |163 | 97 | 99 1108 |119 | 99 | 94 |101 | 108 . .9 | 87
1984 Q1 [ 109.0] 116 101 168 | 99 llo1 J1o08 121 | 98 | 9 | %0 | 105 | 96 |91
Q2 |107.6] 118 105 1149 | 99 jixors -b1095 119 s 18T 196 | 82 -5 104 | 96 {95
Q3 | 107.81 13 1nss 1S k.99 1102 211097 16122 1 . 98 i) 98 =72 106 | 98 Luog
Q4 | 118.3 | 122 112 166 | 110 166 41 . SR G0 . el s s g 80 O LB o v gl R VR TR TG | 109 | 100
1984 Dec | 120.0| 123 . l:107:: | 188 | - 109 113 0126 139001005 - 011055 76 ) 124 1103 | 101
1985 Jan | 117.11| 12850 1115 0o 195 183 e pa2ec135. 1108, 103 Gl iascc ] 113 | 105 | 97
Feb | 122.3] 3 i Sl 16 0 12 P B g A R I 4 8 5 - T o T8 o V] P U ) B T S 1 1 e 0 jiz123 | 104
Sept-Nov | 114.4| 116 |113 |15 | 107 S8 o el e (. MR 705 v o (P KT AN T 1 LT T+ B BT 12 | 108 } =99
Dec-Feb | 119.8]| 124 | 113 |186 | 108 J 118 1128 - Fa3es 1 1a2 107 199 o 11T | 110 1 10)
percentage | | | | | | | | | | | | I
change |+ 48] + 7 |+ $]+20 | + % |+ 34|+ Sh|+6% |+4% |+28 |+20 ] + % i 28 - Tald

N These are defined as ships, North Sea installations (together comprising SITC (REV 2) 793), aircraft (792)
precious stones (667), and silver (681.1).
J Based on the United Nations Broad Economic Categories end-use classification.
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UKBAAG Table 10
. EXPORTS BY COMMODITY: UNIT VALUE INDICES
(Overseas Trade Statistics basis)
INDICES 1980 = 100 not seascnally adjusted
| | | | | | Manufactures excluding erratics
| | Food | | | | | Semi-manufactures | Finished manufactures excluding ships,
| | bever- | Basic | | Total | | excluding precious | North Sea installations and aircraft
| Total | ages | Mater- Fuels | Manufac- | stones & silver(PS) | (SNA)
| | and | ials | | tures | Total | | | | | Pass- | | |
| | tobacco | | | | | Total | Chemi- Other | Total | enger | Other | Inter- | Capital
| | | | | | | | cals| | | Motor | Consumer | mediate |
| | | | | I | | | | | Cars | | |
SETe - | | | | | | 5-8 | 5+6 | I 6 1 7+8 | | | I
(REV.2) | 0-9 | o0+41 | 2¢4 | 3 | 5-8 | less| less| 5 | less| less| j | PR | Juoial 3
| | | I | | SNAPS | PSS | | _PS | SNA | | I |
Weights | 1000 | 69 | o3L] 136 .0 735 ] 658} «.252 1 112 1 _3A1' "] 406 | .18 -} 11 e A S U
| | | | | | | | | | | | | |
1983 lal2esails 122 ) (1125080 e 129ttt s ATl <139 e S Rl 30 a1 o129 Sl e 1320 i 28
1984 Fa36.90 1287 ] 131 [assiedns sl 38 i) 127 30 s 125t TIBR s 132 S R A e
198304 - 1ob29:2i 5 125 117l 283171200 ] A127 19 ad2) b i E 32 < 145 125 fos 1340 e 1 3 )
3R Gl B G B IR by A (o s S [ o Y | 9 RO [ T Sl R . A IS b Yl S o U (8 10 [ L e S 137 < 153
S 1 % W Rl T 2 RN [ 4 R | 13 IS (R b 7 SES Bl TR R B fisn - i el B o (el - T ] el L B MO 0 ¢ lesa407 ] 5139
@ =386 5 127 - A32: 1185 e 137 - F a1 365 1 12913 o127 180 s ] 1B (B 530 [ 1
Q4 |141.6] 129 | 138 | 161 | 140 | 138 | 132] 135 | 129 | 142 | 158 | 137 {5186} =139
1984 Dec - | 1d42.5:1:: 128 =] 140162 1 14111391 1337136 | 130 142~ <7158 = 138 {186 ] =138
1985 Jan" 144,51 131 ) 481 ) 164143 ) 18 o) 135 138 0132 185 ) 1561 139 e 1 e Wl 3
B = it - v s U % S (ST 7 ST ) RS [ SRR e o ] [ B A R T O T D - A T s R S Wi - B [ /7
Sept-Nov |140.8] 129 | 136 | 159 | 139 | 138 | 131| 133 | 128 | 142 | 157 | 136 Jorilas ]38
Dec-Feb |144.7| 131 | 142 | 166 | 143 | 141 | 135| 138 | 132 | 145 | 158 | 140 | 149 | 140
percentage | | | | | | | | | | | | |
change "% 30 Uaab e sl e Al s 28 P 2b 3 a3 w3 e 20l e Yol e 2d i 2 e 1R
P These are defined as ships, North Sea installations (together comprising SITC (REV 2) 793), aircraft (792)
precious stones (667), and silver (681.1).
J Based on the United Nations Broad Economic Categories end-use classification.
EXPORTS BY AREA Table 11

(Overseas Trade Statistics basis)

£ million, fob, seasonally adjusted

| Developed Countries |

Developing Countries | Centrally

Total | Total| European | Rest of | North America | Other| Total | 0il exporting | Other | planned

|
|
| | | Community | W Europe | | | | countries | | economies
| | | | | | | | | |
1983 | 60684 | 46648 | 26509 | 7506 | 9496 J AT 12792 6128 | 6665 | 1113
1984 | 70511] 55386 | 31568 | 8728 | 11406 | 3684 | 13356 5807 bE7s50 1630
1983 Q4 | 16146 12532 | 72010 1992 | 2475 | 855 | 3279 | 1515 | 1765 | 273
1984 Q1 | 16826 | 13176 7 e 2372% 2769 | 924 | 3271 | 1480 B b 339
Q2 | 1e884| 13277 7510-17] 2130 ] 2709 | 928 | 3150 | 1348 | 1801 | 437
Q3 | 17394 | 13749 | 7983 ] 2164 | 2710 | 893 | 3314 | 1371 | 1943 | 409
Q4 | 19407 ) 15185 8765 | 2262 .| 3218 | 940 | 3622 | 1608 | 2014 | 444
1984 Dec | 6629 | 5244 | 3082 | v LA | 1093 | 298 | 1170 | 520 | 650 | 158
1985 Jan | 6568 ] 5274 3190 | 9879 | 980 | 306 1256 | 526 } 730 117
Feb | 6936 | 5490 | 3256 | A o 1083 | 377.1 1304 | 586 By A0 131
Sept-Nov | 1B664 | 14528 | 8378 | 2184 | 3037 | 929 | 3583 | 1523 ° | 2061 | 433
Dec-Feb | 20134 | 16008 | 95285 | 2343} 3155 | 981 | 3730 | 1632 | 2098 | 406
percentage | | | | | | | I |
change | +8 | + 10 | VR e T e + 4 i - o N | ] {oe-2] - 6%
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IMPORTS BY COMMODITY Tabls 12
(Overseas Trade Statistics basis)
£ million cif seasonally adjusted

Manufactures excluding erraticsh

| | | |
i | | Food | | | | | Semi-sanufacturss | Finished manufactures excluding ships,
| | bever- | Basic| | Total | j excluding precious | North Sea installations and aircraft
! | Total | ages | Mater- Fuels | Manufac- | stones & silver(PS) | (SNA)
{ | | and |ials | | tures | Total | I | I | Pass- | I I
| | tobacco | | | | | Total | Chemi- Other | Total | enger | Other | Inter- | Capital
: I | I | I | | | cals| | | Motor | Consumer | mediate |
| | | | ] | ] ] | | ] | Cars | | |
! sITc | | | | | | 58 | 5+6 | | 6 | 748 | | | |
i (REY2) | 0-9 | O+l | 244 | 3 | 58 | less| lsss| 5 | less| less| J§ | S Foveeit RSl o |
) ] ] | l L | SNAPS | PS | | _PS | SNA | | l l
i | | | | | | | | | | i | | |
3 1983 | 66101 | 7869 | 4775| 7076 44937 41609 | 14892 | 5119 | 9773 2671713659 | 6901 | 8125 | 8032
3 1984 | 787051 8936 | 5420 10193 | 528861 49703 | 17923 | 6312 | 11612 | 31780 | 3671 | 8384 | 10222 | 9544
d 1983 Q4 |17370| 2101 | 1298| 1814| 11877 | 11240| 4063) 1415 | 2648 7177| 905 | 1913 | 2196 | 2162
E 1984 Q1 | 17889 2150 | 1302| 1790 123731 11527 4216|1479 | 2737| 7311] 892 | 1934 | 2302 | 2184
Q2 1192a0| 2225 | 1310| 2468| 12907 ] 12003 | 4303|1527 | 2776| 7700| 814 | 2051 | 2851 | 2384
Q3 | 200771 22487 | 1295| 2640 13565] 12918| 4607 | 1647 | 2959| 8311| 993 | 2141 | 2690 | 2488
Q4 21499 2314 | 1513| 3294| 14040 | 13255| 4797|1658 | 3139| 8458| 971 | 2219 |. 2780 | 2488
1984 Dec | 7361 | 797 | soa| 10621 4892 | 4610) 1643| 550 | 1094 | 29661 340 | Ta47.5 ] 996 | 884
1985 Jan | 6966 | 764 | 461] 922 4720 | 4463 1553| 539 | 1014| 2910| 355 | 738 | 943 | 873
Feb | 7587 | 779 | 537 1095| 5049 | 4674 | 1637 | 552 | 1084 3038 310 | 780 | 1016 | 931
Sept-Nov | 21213| 2309 | 1465| 3198| 13910 13222 | 4755|1692 | 3063| 8467|1015 | 2218 | 2744 | 2490
Dec-Feb |21913| 2340 | 1502| 3079 | 14661 13747 | 4833 | 1641 | 3192| 8914|1005 | 2265 | 2955 | 2689
percentage | | | | | | | | I | | | |
change l+3% 1 +1% | +28] =3%1 + S |J+8 | «1%1 =3 | +8 ] +5%1~-1 | +2 ] +7% 1 +8

These ars defined as ships, North Sea installations (togethsr comprising SITC (REV 2) 793), aircraft (792) precious
stones (667), and silver (681.1).
Based on the United Nations Broad Economic Categories end-use classification.
IMPORTS BY COMMODITY: YOLUME INDICES Table 13
(Overseas Trade Statistics basis)
INDICES 1980 = 100 seasonally adjusted

Manufactures excluding erratics?

| | | |
| | Food | | ! | | Semi-manufactures | Finished manufactures excluding ships,
| | bever- | Basic | | Total | | excluding precious | North Sea installations and aircraft
| Total | ages | Mater- Fuels | Manufac- | stones & silver(PS) | (SNA)
| | and | ials | | tures | Total | | | | | Pass- | | |
| | tobacco | | | | | Total | Chemi- Other | Total | enger | Other | Inter— | Capital
| | | | | | | | cals| | | Motor | Consumer | mediate |
| ] | | | | | | | | | Cars| ] |
STIC | | | | | 5-8 | 5+6 | .6 | 748 | | | |
(REV2) | 0-9 | Oel | 244 | 3 | 58 | less| less| 5 | less| less| j | g o L TG A e
| | ] | | | SNAPS | PS | | PS | SNA | | | ]
Weights | 1000| 124 | 81 | 138 | 626 | 583 | 217 | 63 | 1584 | 326 | a2 | 94 | 96 | 94 :
1983 | 107.9| 107.8 | 104.6| 66.8] 118.7 | 127.9) 123.3| 142.9| 115.2| 131.0§ 125.5| 124.9 | 128.7] 14l1.9
1984+* 1117.3| 112.3 | 101.8| 85.4| 129.9 | 142.1| 137 | 164.2| 125.9| 145.5| 120.0| 140.9 | 148.8] 158.3
1983 Q4 | 112.0] 111 1109 | 67 | 125 [[138< 1 133 - o6 o 1123 1Al 128 139 boi139: - | 51152
1984 Q1 | 111.5] 111 |10 | 64 | 126 {137 a3e 1S9 12a Cfi39 | 1200 ) 136 {5 1400 |- 149
Q2 bMeT -3 17099 186 1129 ka0 1 134 i 162 e k127 i 1aa ¢ [10B | 143 I =186 =159
Q3 l11sal 112 | 9a | 89 | 131 11455 LA38 167 11260 - 1150 1a13) s kA4l | 1581 1] 163
Q4 | 122.8| 114 {118 13 o) 133 187700 182 18 2132 150 1121 ) t1as | J55<5) 162
1984 Dec | 125.0| 116 {2112 199 138 lE152 =967 5170 k138 1155 ) 125" - Fi1AG | RS - T 170
1985 Jan | 116.6| 116 | 98 | 84 | 132 15185 = F:136 - .163 125 1158 - }:131: = 139 | 153-=} 165
Feb | 123.4| 111 XY= =95 1 137 I 1 e T e P L AR R o e D N B B b e (B0 1. i en: ) 174
Sept-Nov | 122.5| 114 105 103 | 133 a7 181170 0 329 ha5Y: i)128 - 11184 | 154 | 162
Dec-Feb | 121.7| 112 1 X07:~35.93 .. 1135 15288 [‘18% ¢ L'167 131 1153 |:123 .| 1a2 | 1595 170
percentage | | | | I | | | | | | | |
change | A A e S o P ) [ R R e (o0 SR R o [y i b e § Sl U s b B ey ¢ S (R | R e I

- N These are defined as ships, North Sea installations (together compriaing SITC (REV 2) 793),
precious stones (667), and silver (681.1).
J Baased on the United Nations Broad Economic Categories end-use classification.

aircraft (792)
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UKBAAL Table 14

. IMPORTS BY COMMODITY: UNIT VALUE INDICES
(Overseas Trade Statistics basis)

INDICES 1980 = 100 not seasonally adjusted
| | | | Manufactures excluding erratics

| |
| | Food | | | | | Semi-manufactures | Finished manufactures excluding ships,
| | bever- | Basic | | Total | | excluding precious | North Sea installations and aircraft
| Total | ages | Mater- Fuels | Manufac- | stones & silver(PS) | (SNA)
| | and | ials | | tures | Total | | | | | Pass- | | |
| | tobacco | | | | | Total | Chemi~ Other | Total | enger | Other | Inter- | Capital
| | | | | | | | cals| | | Motor | Consumer | mediate |
| | | | | | | | | | | Cars | ] |
SITC | | | | | | 5-8 | 5+6 | I 6 | 748 | | | I
(REY 2) | 0-9 | ©0+1 | 2«4 | 3 | 58 | less| less| 5 | less| less| j | J | j | |
| | | | | ] SNAPS | PS | = apSail uSNA) | | |
Weights | 1000] 124 | 81 | 138 | 626 | 543 | 217 | 63 | 154 | 326 | 42 | 94 | 96 | 94
| | | | | | | | | | | | | |
1983 BXzgav)s 1207 116 it)E ase S i026 w25 | RS 2121 el 30 a3t ) 157 Gl 122 I s S e 6L
1984 13930y 132 51135 :) 267 ) 1375 1135 1 12612360 10125 | 2142, 1 184 33 ) 7 Pl e
1983 04 [ 129 .8 10023 Flio12d )55 128 ) 12T A e 126 e a5 k3 L 137 B L 5125 e o e TR 155
1984 Q1 | 133.6] JoFea] 127 159 = A s N e 1 S 73 R B . T - T i B N I 1 B 128 | l46 | 134
Qz= 137 .3 13315132 |- 162 ) 135 - | A3 e 1S | ia2s | La 2750 139 14 84 129 | 149 | 136
Q3 Flariel a8 1o 1697 138 Sl 1370 1290 |50 a38 e 25 e AR 3 i a8t ) 135 | 152255 141
Qa F1aszal 135 | 138} 179 |0 142 | 141 | 131 | ©139: ] .128 | 148 |- 149} 142 e 7 Al 48 SR S
1984 Dec - [146.7| ~137 11138 1 181 ) - 144 - | 142 | 1311 13921328 -1 1501 152 | 143 1160 |\ 145
19@5-Jan- 11883 | 2139 .| 241 | 183 - 185 71 144 133 )0 18l 11300 (151 152 | 144 Iz 1605 {55 1n8
Feb | 152.5] 142 | 144 | 189 | 149 1187 - 1:°136- F 1aa o138 ) 155 L0156 . 18T | 166 - | < 151
Sept-Nov | 143.9 | 138138 ] 176 3177 S S Ve e s e e S R L S U [ L 140 | 1555} 142
Uec-Feb [ 149.2 | #4139 |- 14) | »184% 146 ). “144" 1713305 181" 3304 ) 152 :|=1s3= |- 1a5" - [ 162" ] 148
percentage | | | | | | | | | | | | |
change =381 a38 a2 | v okl a3l 3kl e 2 elalicn2b a3 3 ek i
R These are defined as ships, North Sea installations (together comprising SITC (REY 2) 793), aircraft (792)
precious stones (667), and silver (681.1).
J Based on the United Nations Broad Economic Categories end-use classification.
Table 15

IMPORTS BY AREA
(Overseas Trade Statistics basis)
£ million cif seasonally adjusted

| | Developed Countries | Developing Countries | Centrally
| Total | Total| European | Rest of | North America| Other | Total | 0il exporting | Other| planned
| | | Community | W Europe | | | | countries | | economies
| | | | | | | | | |
1983 | 66101 | 54815 | 30104 | 10457 | 9083 s sET 29631 2833 | 6798 | 1535
1984 | 78705 | 65102 | 35204 | 13254 | 11055 | 5589 | 11429 | 2862 | 8568 | 2042
1983 Q4 | 17370 | 14655 8039 | 2911 | 2378 {1326 2363 | 600 | 1763 | 409
1984 Q1 | 17889 | 15157 8187 | 3164 | 2415 } & 1390 w2347 | 528 R 428
Q2. Lz19240 - 115731 | 8528 | 3301 | 2554 | 1348 | 2884 | 858 | 2027 | 463
Q3 | 20077 | 1esla ] 9158 | 3285 | 2801 | 1370 | 2821 | 738 | 2083 | 529
Qs | 21499 | 17600 9553 1 3503 | 3285 | 1481 | 3377 | 738 | 2639 | 623
1984 Dec | 7361 | 6052 | S Loy ARie | 1212} 1183 | 506 | 1179 | 254 | 926 | Z15
1985 Jan | 6966 | 5822 | 3104 | 1066 | 1099 | 552 | 998 | 188 | 809 | 202
Feb | 7587 | 6486 3427 | 1243 | 1282 | 533 | 1030 | 261 | 769 | 191
Sept-Nov | 21213 | 17417 9428 | 3404 | 3109 | 1476 | 3232} 809 | 2424 | 582
Ner—Feb | 21913 | 18352 | 9683 | 3521 | 3565 | 1591 3207 | 703 ' | 2504 | 608
percentage | | | | | | | | |
change {o% 3% T L e + 3% | + 15 T o e 5 - 13 |+ 3% + 4%

See poxraam()\\ © of Notec to £ ors,
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. Table 16

COMMODITY ANALYSIS OF VISIBLE TRADE
(Balance of Payments basis)

£ million, seasonally adjusted

f Food Beverages and Tobacco | Basic Materials | Fuels
SITC (R2) | 0+1 | 2 +4 | 3
| Exports | Imports | Visible | Exports | Imports | Visible | Exports | Imports | Visible
| fob | fob | Balance | fob | fob | Balance | fob | fob | Balance
| | | | | | | | |
1983 | 4226 i 7273 | - 3047 | 1610 | 4104 | - 249 | 13103 | 6912 | + 6190
1984 | 4674 | 8306 | - 3632 | 2014 | 4866 | - 2852 "] 15367 | 9776 | + 5590
1983 Q1 | 1096 | 1761 | - 665 | 386 | 936 | - 549 | 3252 | 1649 | + 1603
Q2 | 992 | 1756 - "= 764 "} 386 | 1030 | - 644 | 3114 | 1758 | + 1356
Q3 | 1040 | 1803 S (T e | 397 | 1004 | - 606 | 3091 I 1724 | + 1366
: Q4 | 1098 | 1953 |i=0855: | 440 =" 1135 | = 695 | 3646 | 1781 | + 1865
1984 Q1 I E L | 1994 |8 <) 447 | g2 [REE Ty b SR 3779 i 0927 | + 2052
Q2 | 1169 | 2065 | = a9y 493 | - 1182 | - 689 | 3541 | 2372 | + 1169
Q3 | 1121 | 2091 | - 970 | 5135 | 1169 | - 656 | 3842 | 2546 | + 1296
Q4 | 1228 22157 Jiisi 1929 -l 561 | 1343 s 282 0 4206 | 3132 | + 1074
Semi-Manufactures | Finished Manufactures | Total Manufactures
SITC (R2) | 5+ 6 | 7+ 8 | 5 -8
| Exports | Imports | Visible | Exports | Imports | Visible | Exports | Imports | Visible
| fob | fob | Balance | fob | fob | Balance | fob | fob | Balancs
| | | | | | | | |
1983 | 16027 | 15828 | + 200 | 24146 | 26725 | - 2579 | 40173 ]--562553 | - 2379
1984 | 18266 | 18450 5 =%183 | 28273 | 31930 | - 3657 | 46539 | 50380 | - 3841
1983 Q1 | 3853 | 3702 =% 151 | 5796 | 6432 | - 636 | 9648 | 10134 | - 485
Q2 | 3929 | 3967 jii=y38 | 5934 | 6543 R (1 M 9863 | 10510 | - 648
Q3 | 4142 | 3941 | + 201 | 6050 | 6632 | it sga v 1g19] |- 10572 | - 381
Q4 | 4104 | 4218 | <114 | 6367 | 7118 B L R NEE [0 3 | 11336 | - 865
1984 Q1 | 4296 | 4414 | - 118 | 6703 | 7226 | =528 ] 11000 | 11640 | - 641
Q2 | 4497 | 4438 | 5ilet.59 | 6683 | 7680 | - 997 | 11179 | 12118 | - 939
Q3 | 4473 | 4682 | - 209 | 7019 | 8284 | - 1265 | 11492 | 12966 | - 1474
Q4 | 5001 | 4916 { + B5 | 7868 | 8740 {.o = 5872 12869 {13655 | - 787

Monthly data at this level of detail are published in the Monthly Review of Extermal Trade Statistics.
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FEBRUARY TRADE FIGURES \, - Hia

The February trade figures will be released on Tuesday 26 March.

Summary

2 The main fealures are:
(i) an estimated February current account suxplus of
£l3emi Il 1on (January surplus £34]1 million}), the EiEth

successive monthly surplus, made up of:

- an increased visible trade deficit of £270 million

o a broadly unchanged projected invisible surplus of

£400 million.

(dedi) In the 1latest three months, the current account was
an surplustby " £07% 'billien,  fellowing  rough Shalilanee in  the
previous three months. The rise was more than accounted for

by the £1.1 billion increase in the oil surplus.

Analysis (for summary tables see Annex 1)

3 In February, the coal strike ~_ produced extra net

oil imports of about £320 million (compared with £380 million
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in January), and extra net coal imports of about £70 million. Thc
Lotal effect on the balance of trade since January 1984 is about
g8 sees bhaslelilgny, it of * which' aboutd - £3itbililienw -has faillen: loni thesloil
account. The draft press hriefing includes the individual oil
effect as well as the total trade effect: the Department of Energy
accept that the former is no longer sensitive. March should be
the last month in which a major effect will bhe seen, and the
eventual total trade effect should be around £4 billion. This
is in 1line with the estimates in the Budget Statement and FSBR.

All outturn figures are approximate because of the assumptions

involved.

4. Export volumes increased by 4% per cent in the last three
months compared with the previous three. Excluding . “erratic®
items, the rise was 7 per cent. Fuel export volumes rose 20 per
cent. The underlying 1level of non-oil cxporl volumes remains

high. The fastest growth by area in the latest three months was
to the EEC (up 14 per cent), as a result of higher oil exports.

5. Iimport volumes fell 2% per cent in the three months to February
compared with the previous three (excluding "erratics", the fall
was still 2% per cent). The fall is largely the result of the
below trend January figure. In individual commodity groups, the
largest falls were in fuels (10 per cent) and cars (4% per cent).
The largest increase was in capital goods imports (5 per cent).
The underlying level of non-oil import volumes has been levelling
out in recent months. Imports from North America rose 15 per
cent in the latest three months, while those from oil-exporting

countrics fell 13 per cent.

Trade Prices

6. Import price inflation is now running at an annual rate of
about 13 per cent for non-oil goods, with a rather higher figure
for fuel prices. The February increase alone was 2% per cent,
a reflection of the previous fall in sterling's Exchange Rate
Index (ERI) to a level of 71% in January (the February level was
similar). Over the year to February, the rise in non-oil import

prices was no greater than the fall in the ERI. With world
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inflation in the region of 4-5 per cent, this indicates, as /is

normal, some squeeze on importers' profit margins as sterling
has fallen.
T If, as envisaged in the FSBR forecast, the ERI now stabilises

or recovers somewhat, some decline in import price inflation is

likely over the rest of the year.

Comparison with FSBR forecast

8. These developments in import prices are in 1line with the
FSBR forecast, although the price of finished manufactures may
be 1-1% per cent higher in the first quarter than projected. The
0il balance is also in line with expectations. Non-o0il +trade
volumes, however, appear to havc done rather better than expected
in the first two months of the year: excluding vil and erratics,
export volumes are 2% per cent higher than anticipated for the
first quarter with most of the difference being accounted for
by manufactures. Non-oil import volumes (excluding erratics) are

slightly lower than anticipated in the forecast.

Effects on Markets

g Market expectations are for a trade deficit of about £150
million and a current account surplus of around £300 million.
Both guesses are somewhat on the high side, but as usual no major
impact dis  anticipated. Sterling's current firmer tone should

enable it to absorb these figures without any difficulty.

Press Notice and Briefing

10. I should be grateful for clearance of the attached draft

press briefing.
RN Mﬁb

DAVID BARTLETT
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DRAFT BRIEFING FOR IDT

Points

to make

(i)

February current account surplus £0:31 million, Eafth

successive surplus, despite effects of coal strike.

() £0.6 billion current account surplus in three months to
February, after rough balance in previous three. Same
period, visible trade deficit reduced by £1.2 billion to
£0 27 sballaon.

(iii) Export volumes rose 4% per cent in the latest three months
compared with the previous three (7 per cent excluding
Yerratic™ itema). Rises 1n all categories, with largest
in fuel and cars: both up 20 per cent

(iv) Exports to developed countries up 10 per cent (including
14 per cent increase to EEC) in 1latest three months on
previous three.

(v) Import volumes fell 2% per cent in the three months to
February on previous three. Largest falls were seen in
fuels (10 per cent) and cars (4% per cent).

Defensive

2 Trade effects of coal strike?

Strike affected trade on o0il and coal by about £3% billion

to February 1985, of which about £3 billion fell on o0il account.

Balanc
diffie

e of payments position strong enough to absorb temporary

ulties of this kind. Effect of whole strike probably

around €4 bifllien,iwith £1% billion falling sn #985:



322 Widening deficit in manufactured trade?

[Defileits 2. 4ibillioniin 1983, £3.8 billion  in:l1984 . ("ESBR:ferecasikts
£4% billion deficit in 1985. Oiflsrsurpdus e 1 bidl dont-an 11984
up £1.1 billion to £2.4 billion in latest three months on previous

three. 1Invisibles surplus £4.3 billion in 1984.]

Manufacturing export volumes (excluding erratics) 12 per cent
up in last three months on same period a year ago, while equivalent
import volumes only 7 per cent up. Deficit offset by substantial
surpluses on o0il and invisibles. Manufacturing output up 3% per
cent between 1983 and 1984 [IF PRESSED: fall in January was due

to bad weather; underlying trend still upwards]; manufacturing

employment broadly stable in second half of 1984.

4. Declining current account surplus?

P £4009 - badll ientisurplasisin 19825 s 2 billlTon: n* 1983 srough: ibatance
in 1984.]

Partly due to UK emerging earlier than competitors from recession.
Also, 1984 figures affected by coal strike. FSBR forecast £3
billion surplus in 1985, as o0il and invisibles surpluses should

grow further.

5i% Lower pound helping competitiveness?

Average cost competitiveness estimated 1little differcnt in 1984
to 1983, but improved significantly during year. Improvement

now feeding through, but key to sustained competitive gains remains

higher productivity, wage restraint and greater non-price
competitiveness.
6. Targe rise in imporls from N America in latest three months?

[Up 15 per cent by value in latest three months on previous three.]

Mainly: result of:  strong dollar, which increases sterling price
of US goods. Past experience suggests fall of sterling against

dollar affects values before volumes.



152/16

SECRET AND PERSONAL
until 11.30 am on Tuesday 26 March
then CONFIDENTIAL

ANNEX 1

Table 1: Current Account

Eik
Non-o0il

Total #svisible
trade

o/w: trade in
manufactures
(BoP basis)

Invisibles

Current Account

Table 2: Exports

Fbillion

1934 1984 Dec 1984- December January February
Sep—-Nov Feb 1985

Rk el el it +2.4 S 7 £0..19 E05 T
=174 = Beoed =340 =aidoe]- — ISl =0
= 24 =3 SHlER0 =007 =03 =01 =03
e, =l S 7 -0.4 -0.4 =053
15 +158 RIS X 05 S Ood x +0.4%*
el =0.0 0 G6* cE0 RO S 0 g

* projection

and imports (percentage change)

(i) Exports

Total value
Total volume

Total volume excl
oil and erratics

o/w: manufactures

Fuels (volume)

(ii) Imports

Total wvalue
Total volume

Total volume excl
oil and erratics

o/w: manufactures

Fucls (volume)

February Dec-Feb Dec-Feb 1985
on on on
January Sep-Nov Dec-Feb 1984
+ 5% 7% +19
+ 4% 4% + 8%
+i 8% e R +11
8 +7 31y L
=110 +20 +12
+ 8% + +26
+ 5 - 2% STt
+ 3% - 1% + 6%
+ 2 + 1 + 7
L of -10 +54
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TRADE FIGURES FOR FEBRUARY 1985

Advance Circulation

Chancellor of the Exchequer Mr H P Evans
Chief Secretary Mr Folger
Economic Secretary Mr Culpin
Sir P Middleton Mr S Robson
Mr Littler Mr Mowl

Sir T BUurhs Mr Vernon

Mr Cassell Mr Gleed

Mr Unwin Mr Walker

Mr Lavelle Mr Segal

Mr Battishill

Mr Kelly (EF) o.r. Mr Gill - Bank

Mr Turnbull = No 10

Circulation after 11.30pm on Tuesday 26 March

Financial Secretary Mr Melliss
Minister of State Mr Riley

Mr Bailey Mr Sedgwick

Mr Byatt Mr P Patterson
Mr Wicks (Washington) Mr Kelly (MP)
Mr Fitchew Mr 0dling-Smee
Mr C Pickering Mr Lankester
Mr Lord Mr Shields

Mr Gordon

Mr Davies

Mr Whybrow DTI
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MONTHLY PATH OF THE RPI

This covering note outlines the projected monthly profile of the RPI upto
mid-1986 based on the forecast published in the FSBR.

29 The 12-month increase in the RPI over Lhe next few months is expected to
rise from 5% per cent in March, reaching a peak of perhaps 6% per cent in one
of the summer months. It then falls to about 5 per cent before the end of the
year (and further in 1986) reflecting the path of mortgage interest rates and a

marked slowing down in import price rises.

S The main assumptions underlying this projection are:

(1) a 1% per cent cut in the mortgage interest rate in September and
g

October (the forecast incorporates the recent 1 per cent increase which

affects the April RPI)

(E518) a slight recovery in the sterling index through 1985 (not quite

as much as had occurred by 26 March!)

(iii) nationalised industry prices, apart from water charges, are expected

to increase more or less in line with the rate of inflation.

(iv) petrol prices will fall later in the year due to weak oil prices and

a softening of the dollar - consistent with projections underlying the

Budget forecast.

kﬁﬁ] A&an*thUPn
N J MACKINNON
EAl DIVISION
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Sir T Burns
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Mr Evans
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. . & «»J Mr Davies
S oy Miss Sinclair
V/ Mr Gilhooly
4 Mr MacKinnon

Mr Westwater

MONTHLY PATH OF RPI

You asked about the expected path of the annual increase in
the RPI in the coming months. The table attached shows the
monthly path that underlies the Budget forecast. The February
RPI data (shown in parenthesis) is consistent with this
projection.

2. The central estimate has the 12-month rate increasing in
each month until July when it may be at around the 6% per cent
level. In August the 12-month rate should show a sharp drop
as last year's mortgage interest rate rise goes out of the
12-month comparison. A fall of 14 per cent in mortgage
interest rates, assumed to take place in September and October,
helps to bring the rate down to about 5 per cent around the
end of the year.

3. Given the Budget measures, the TPI path consistent with
this RPI projection rises sharply to 5% per cent in April,
reaches about 6 per cent in June and July and falls to around
41 per cent by 1985 Q4. The narrowing of the gap between

the 12-month changes in the RPI and the TPI imn April is
attributable to the smaller increase in personal allowances
this year than last. The reduction in employees’ National
Insurance Contributions from October will reduce the TPI by

a small amount.

CONFIDENTIAL
/]



CONFIDENTIAL

4, These projections are, of course, subject to fairly wide
margins of error. The chart below, taken from the latest
edition of the Monthly Note on Pay and Prices, indicates our
view of the degree of uncertainty associated with the profile.

RETAIL PRICES INDEX — FORECASTS AND OUTCOME
Per cent change on a year earlier

k2 3
2 2
& —— DATA AND LATEST PROJECTED RANGE »
L LR v \J s v v ) I\ L4 ¥ A b & i v A g 6 “ u’
JFMAMUJJIASONDUJFM J

1984 19838

5. On a different, but related, matter the attempts by the
press to deduce our assumption for the level of mortgage
interest rates in 1985 Q4 (cuttings attached) are faulty.
However today's Times has reached a conclusion which is broadly
correct and which is consistent with what Mr Evans told the

Mmga A0 Datt

P PE A ROWLATT
ENCS

CONFIDENTIAL
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SECTORAL BREAKDOWN OF THE RPI - DATA AND FORECASTS (MARCH 1985) '

LEVELS (JANUARY 1974=100) 12 MONTH PERCENTAGE CHANGE 4 QUARTER
% CHANGE
NATION’'D NATION'D
HOUS ING INDUSTRY HOUS ING INDUSTRY
EXC. INC. TOTAL EXC. INC. TOTAL TOTAL
FOOD WATER WATER OTHER RPI FOOD WATER WATER OTHER RPI RPI

1983 M 305.6 . %:362:3 441.8 323.4 333.9 = =OT 5.9 Bee 7. S 5
1983 J 308.8 362.9 437.8 324.1 334.7 135 =50 JiesD 5.6 3.4 3.8
1983 J 308.7 37235 437.8 325.2 336.5 3.1 1.4 2.8 56 4.2 =
1983 A 309.4 375.2 439.9 326.7 338.0 4.7 L a7 2.6 5.7 4.8 =
1983 S 313.0 376.4 440.4 327.6 389.'5 5.8 4.8 2.7 5.5 5.l 4.6
1983 O 314.5 379.6 440.5 328.4 340.7 6.1 HE2 258 5l 550 =
1983 N 316.1 380.4 443.9 329.2 341.9 528 558 2.0 4.9 4.8 =
1983 D 318.5 381.7 444 .2 329.6 342.8 6.1 9.6 153 4.9 B 5.0
1984 J 319.8 382.7 445.8 328.3 342.6 6.0 10,1 1.0 4.4 5l =
1984 F 321.4 384.0 447 .7 329.5 344.0 6.4 1052 1«8 4.1 551 =
1984 M 323.8 383.8 448.9 330.4 345.1 7.1 9.8 2.0 4.2 b 5.2
1984 A 327.3 392.3 453.3 334.7 349.7 7.4 8.3 2.2 4.2 B2 3
1984 M 329.4 389.6 454 .5 336.5 351.0 7.8 5 259 4.1 Bl =
1984 J 330.6 389.5 455.5 337.5 351.9 o | 7.3 4.0 4.1 5.1 Bes 2
1984 J 328.5 391.1 455.8 337.2 cha)) 6.4 = 18) 4.1 3.7 4.5 =
1984 A 326.9 414.4 456.3 338.6 354.8 55 10.4 S 3.6 5.0 =
1984 S 324.9 418.6 456.8 339.6 358.5 3.8 12 3T 3.7 4.7 4.7
1984 O 326.2 421.7 457 .6 341.8 357.7 3.7 Tl 339 4.1 5.0 -
1984 N 326.6 424 .2 462.6 342.3 358.8 3.3 fd b 4.2 4.0 4.9 =
1984 D 327.6 416.8 463.7 342.9 358.5 2.8 9.2 4.4 4.0 4.6 4.8
1985 J 330.6 417.1 465.9 343.6 359.8 3.4 9.0 4.5 4.7 550 i
1985 F 332.1 428.0 467.0 345.7 362.7 3.3 (@OX TS Iy 4.3 (4.3) 4.9 (4.%) 5.41(4.4) =
1985 M 333.4 430.1 468.9 347.7 364.6 3.0 1250 4.4 522 56 5.4
1985 A 336.3 454.7 477.7 3b51.9 371.4 2.8 15419 5.4 Bl 6.2 =
1985 M 337.4 456.9 481.3 353.3 373.0 2.4 1728 5.9 50 6.3 7
1985 J 338.6 458.6 483.5 354.7 374.5 2.4 T 6.2 bl 6.4 6.3
1985 J 335.8 460.2 485.1 3551 374.8 252 17.7 6.4 S 6.6 =
1985 A 336.0 461.8 485.0 356.7 375.6 2.8 11.4 6.3 5.4 5.9 =
1985 S 337.1 453.1 485.5 357.8 375.4 3t 8.2 6.3 5.4 5.6 6.0
1985 O 338.2 449.9 485.5 358:.9 376.0 S 6.7 6l 80 5] =
1985 N 339.7 451.1 487 .7 359.8 37T . 4.0 6.3 5.4 B 5:1 =
1985 D 341.7 452.6 487.9 360.5 378.1 4.3 8.6 B2 B 55 B2
1986 J 343.7 454.5 491.2 360.8 379.:2 3.9 S0 5.4 5.0 5.4 =
1986  F 346.1 456.1 491.4 362.6 381.1 4.2 6.6 B2 4.9 b il =
1986 M 348.1 457 .7 492.7 363.9 382.5 4.4 6.4 Se] 4.7 4.9 5.4
1986 A 3563 465.4 50159 368.0 387.5 4.4 2.4 5. 4.6 4.3 =
1986 M 352:1 466.6 506.8 369.2 388.8 4.4 2.1 5.3 4.5 4.2 2.
1986 J 1 Bil =k 370.3 390.5 4.3 25t Bre il 4.4 4.3 4.3

353.2 468.
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Mortgage rate drop not expected this year

BY PHILIP STEPHENS

THE TREASURY’S internal
cconomic forecasts suggest that
mortgage rates will stay at, or
only slightly below, present
levels for most of 1985, despite
its public optimism that the
recent rise in borrowing costs
might be quickly reversed.

The building societies last
week decided to put up their
rates to an average 14 per cent,
the highest for three years, in
response to the continuingly
high level of bank base rates.

Mr Nigel Lawson, the Chan-
cellor, said that the
would be in effect for * con-
siderably less than a year.”
although he gave no specific
forecast on the outlook for
interest rates.

The Treasury view, however,

i

increase

is discernible from the econo-
mic forecasts published in the
I'inancial Statement and Budget
report (the Red Book) pub-
lished to coincide with last
week’s Budget.

Among the forecasts is- a
prediction for the contribution
of increased housing costs to
the overall inflation rate at the
end of this year and in the
first half of 1986. : :

This foresees housing costs
rising by an annual 7 per cent

-in the--fourth—quarter—of 1985

compared with the last three
months of 1984 ‘against an
overall -rise in the retail price
index=of 5 pep cent:. .=

As well as mortgage interest
payments the figure for _hous-

‘Government’s

ing inflation includes council
house and private rent charges
and rates, water charges and
maintenance costs.
.. By taking into account the
forecasts for
council rent - and rates and
water charges it is possible to
extrapolate  the Treasury’s
assumptions on mortgage rates.
‘The process, though not pre-

-cise, indicates that Mr Lawson

is resigned to a mortgage rate
of between 13 and 14 per cent
for the last three months of the

year.

The Treasury yesterday de-
clined to comment on unpub-
lished forecasts but conceded
that the mortgage rate projec-
tion was *“reasonable specula-
tion.”

It also ties in with the harder
line taken by Mr Lawson in his
Budget speech on the need to
keep interest rates high to bring
down the inflation rate.

Abandoning the traditional
stance that interest rates should
be determined by financial mar-
kets, the Red Book says that
short-term rates * will be held ”
at the levels needed to tackle

inflation.

The good news for home-
owners, however, is that the
Treasury at least expects mort-
gage rates to fall around the
beginning of next year. i

Its forecast for inflation in
the second quarter of 1986
points- t oa rate of closer to 12
per cent than 14,




e

Housing shadow
over inflation

The new weights for the retail prices
index, published in the Department of
Employment's gazette today, confirm the
upward trend in housing costs in the
measurement of overall inflation.

The weight of housing costs in “the RP
has risen to 153 parts per 1,000, compared
with 149 last ycar ~ and only 108 back in
1975.

This year, however, could be the last
that housing costs appcar in the RPI in
their  present  form.

The building societies have argued that

29 March 1908

to take mortgage rates in the RPI - but not
interest rates payable to savers — is onc-
sided. But an cxpenditure index cannot be
adjusted to accommodate income; so the
casicst solution is to exclude housing costs
from the RPI, whatever the accusations of
fiddling the figures.

In the meantime, the Government has
to live with a housing boost to inflation.
Its upward pressure is shown clearly in the
Treasury’s red book forccast for inflation,
published on Budget day. ;

The Treasury expects the RPI to rise by
5 per cent in the 12 months to the fourth
quarter of this year. In the same period,
the housing component of the index is
expected to increasc by 7 per cent.

This housing component is pushed up
by house price inflation, feeding through
into larger mortgages. In the 12 months to
the fourth quarter of last year, for
example, this higher house price (and
biggest mortgage) cffect accounted for 2%
points of the 10% per cent rise in the index
of housing costs.

The Treasury is likely to be assuming a

- similar effect this year, so that 2'4-3 points

of thc 7 per cent are accounted for
immediately. A further 2 points come
from the 6.2 per cent risc in local authority
rates assumed by the Treasury, and 1.7
points from the 7.2 per cent rise in council
housc rents. The remaining half point
comes from assuming that the costs of
repairs and ground rents group roughly in
line with general inflation.

The 7 per cent rise is arrived at without
any change in mortgage rates; assuming, in
other words, that mortgage ratcs at the end
of this ycar arc the same as in the fourth
quarter of last year — when they averaged
little over 12 per cent.

Should mortgage rates remain at their
current level of 14 per cent for the year,
the Treasury’s inflation forccast would be
upset. The housing component of the
index would rise 12 per cent, rather than 7
per cent; and the overall inflation rate
would be nudged up to 6 per cent.

S o SR » A
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THE MARCH RPI

You may find it helpful to know that the 12-month increase in the RPI to

March is almost certainly going to come out at 6.1 per cent, about % per cent

higher than we and others were expecting. This figure is not final, the
statisticians at the Department of Employment are still checking their
numberg, but il is unllkely to be out by more than 0.1 per cent. Obviously

the figure cannot be used at this stage.

2 Part of the discrepancy is likely to be temporary, eg seasonal food
price rises or the timing of price increases. We will be revising our

projection when we get the detailed breakdown.

Puralgjer AL At

PENELOPE A ROWLATT
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FROM: PENELOPE A ROWLATT
DATE: 18 April 1985

CHANCELLOR OF THE EXCHEQUER . cc Chief Secretary

Financial Secretary
Economic Secretary
Minister of State
Sir Peter Middleton
Mr Bailey

Sir Terence Burns
Cassell

Monck

Kemp

Battishill
Evans
0Odling-Snee
Culpin

Davies

EAFISFSERT

THE MARCH RPI (TO BE PUBLISHED AT 11.30 AM ON FRIDAY 19 APRIL)

The 12-month increase in the RPI rose to 6.1 per cent in March. This

increase is almost 12 per cent larger than we and others were expecting.

The rise during the month was 0.9 per cent.

24 Part of the rise was due to factors that are likely to have a temporary
effect on the index. Seasonal food prices rose by a further 4 per cent on
account of the frosty weather and are now 11 per cent above the December
level. Also, there were some price rises that we had expected to affect

the April index but which came through in March instead.

3 The main factors affecting the index apart from seasonal food prices were
the following. Petrol prices rose by 4.3 per cent during the month; there
was a large increase (over 2 per cent) in the price index for the clothing

and footwear sector (this can be attributed mainly to bounce-back after the




CONFIDENTIAL

sales); second-hand car prices rose; the remainder of the February mortgage
interest rate rise affected the Index; and a further instalment of the January
gas price rise came through. Price increases generally are continuing to run
at a rather higher level than they were at the end of 1984, reflecting the

fall in sterling.

y, The April figure is likely to show an annual increase of around 612 per
cent. It will be affected by the rise in mortgage interest rates (1 April),
the first instalment of the increase in electricity costs, a rise of 1p a pint
in the price of milk and the increased cost of TV licences. The effect of
the Budget will be to depress slightly the 12-month change to April. The
figure for May is likely to be much the same as that for April.

5 The 12-month rate should peak in July and could be around 5 per cent

in the fourth quarter of the year as stated in the FSBR.

B AR,
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22 April 1985

CHANCELLOR OF THE EXCHEQUER > it cc PS/Chief Secretary
PS/Financial Secretary
PS/Economic Secretary
Sir Terence Burns

Mr Evans

A o
. olger

\/ /

L4

\V\ NE Mr Vernon

THE MARCH RPI - ADDITIONAL INFORMATION

You asked for some additional material about the March RPI. In particular
you asked about the 12-month increase to March in the Index excluding seasonal
food. Although seasonal food prices rose sharply between December and March
they were still 2 per cent lower in March 1985 than in March 1984 when these
prices were quite unusually high. The 12-month increase in the RPI excluding
this item is therefore above the 6.1 per cent rise in the All-Ttems Index at

6.4 per cent.

2. It may be more helpful to look at the figure for the Index excluding
food, housing and Nationalised Industries. This is up 5.6 per cent over
the year to March. Within that aggregate, petrol prices have risen by 9.5
per cent. The table below shows the current situation in terms of the

breakdown given in table 3.3 of the FSBR.



Retail Prices Index

Percentage change on a year earlier

1984 Qi March 1985 1985 Qi
FSBR forecast

Food 363 3.6 4
Housing (exc water) //"//:IO.6 / 2.4 ) 7

Nationalised Industries

(inc water) 4,2 4.6 512
Other 4.0 5.6 5
Total ns8 6.1 5

¢
lZ,—!’;'.. ! Lt g . ’ At VN g‘ O (5

3% We shall be circulating a revised monthly projection shortly. It will
continue to show a decline towards 5 per cent at the end of the year after

a peak in July.

Punslgee AR Dt

PENELOPE A ROWLATT
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COVERING SECRET AND PERSONAL (G G372

By

DEPARTMENTS OF INDUSTRY AND TRADE
— COMMON SERVICES
1 Victoria Sireet London SW1H OET

Telephone Direct Line 01-215 3055
Switchboard 01-215 7877

Mrs R Lomax” { ‘

Principal Private Secretary
Chancellor of the Exchequer
H M Treasury

Parliament Street

LONDON
SW1P 3AG 23 April 11985
‘ 1 am attaching a copy of the draft Press Notice on the Current

Account of the United Kingdom Balance of Payments in March.

The draft was agreed earlier today at the usual interdepartmental
meeting.

Publication is set for Friday 26 April at 11.30am and I should

be grateful if you would arrange for the Notice to be cleared by
12.00 noon Thursday 25 April and to inform me accordingly.

A copy of this letter and draft Press Notice is being sent to
snmEPeteri-Middleton’.

Yours sincerely

@.%&,7&«

‘ W E BOYD

‘ COVERING SECRET AND PERSONAL

V3119
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FROM: DAVID BARTLETT

DATE: 25 APRIL 1985 \pfl
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2.  CHANCELLOR C cc As attached 1is§M X
Z Gt i stetling AR Vg
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Gp,[ﬂr.{f wi“_ Qa,\,i p&g CUJ
MARCH TRADE FIGURES Nt A;?F s ° R QA z Nl

Summary

2§ The main features are:
(i) a substantial estimated current account deflficit
of N E4AE 6. mrllion Win Mareh = s(surplusitief eel 3 1 iimg Ibsent iin

February), the first deficit since September 1984, made

up of:

— . a record visible trade deficit of £900 million

(February deficit £270 million) and

- a slightly 1larger projected invisible surplus of
£444 million.

(ii) A nearly £0.4 billion growth' in oil imperts in
March (to £1.2 billion) is the largest single factor behind
the increase in the visible deficit. That growth in turn
partly reflects o0il companies rebuilding UK stocks from
very low end-February levels, and occurred despite rather
lower o0il imports by CEGB in March than in February. We
have no other explanation for the increased visible

deficit - as is usual with erratic monthly movements.

{(Eias) Despite the poor March figures, in the first quarter
of 1985, the current account was in broad balance, following

a £0.6 billion surplus in the previous quarter.



s

SECRET AND PERSONAL
until 11.30am Friday 26 April
then CONFIDENTIAL

Analysis (for summary tables see Annex 1)

3 In March, the coal strike produced extra net o0il imports

of. ‘=about. £300 million {compared B with" about £400-  million :in
February), and extra net coal imports of about £75 million. The
total effect on the balance of trade since January 1984 igs around
£4% 'billion, of! which about’ £3% 'billion has fallen 'on -the :0il
account. This should be the last month in which a major effect
is seen. All the figures are approximate because of the

assumptions involved.

4. ExXport: volumes rose '1' per cent in 0k 1985 compared with
Q4 1984 (despite a 3 per cent fall in March from the high February
level). Excluding "erratic" items, the rise was 3 per cent.
Fuel export volumes rose 10 per ‘cent in @l, 'while exports of
cars rose 21 per cent. The fastest growth by area in the latest
quarter was to the EEC (up 9% per cent by vwvalue). However,
exports to the USA fell 4 per cent from their high fourth quarter
level. The underlying level of non-oil export volumes, which
has been rising since the middle of 1last year, remains high

(see attached chart).

Si Import wvolumes fell 1. per cent.  (lk+ 'per’ cent excluding
"erratics") between Q4 1984 and Q1 1985, despite a 6 per cent
increase between February and March. The fall is 1largely the
result of the below trend January figure. In individual commodity
groups, the largest fall in Q1 was in basic materials (6 per
cent) . The largest increase was in capital goods imports (7
per cent). Imports from the USA rose 12 per cent by value in
the first quarter. There is no complete explanation for this
rise, but it mainly reflects the strong dollar, which increases
the sterling price of imports priced in dollars. The underlying
level of non—oii import wvolumes has shown little change in recent

months.

Comparison with FSBR Forecast

-~

6 The visible balance in the first quarter was some £% billion

worse than expected in the FSBR forecasts. Most of this shortfall



SECRET AND PERSONAL
until 11.30am Friday 26 April

then CONFIDENTIAL
was due to a lower balance in non-oil trade causcd by lower
exports and higher imports of the "erratic" items than allowed
for in the forecast. Excluding oil and "erratics", the underlying
level of export volumes in the first quarter was in fact rather
higher than anticipated, and the equivalent volume of imports
slightly lower. The non-oil terms of trade were worse than
anticipated, due to export prices not increasing as’ much as

expected.

Trade Prices

i Import prices behaved much as anticipated in Q1 1985 and
were 13 per cent higher than in the first quarter of 1984. Much
of this was due to the fall in the Exchange Rate Index, which
declined by 12 per cent over the period. This suggests that
importers' profit margins werc squeezed, as they were not able
to pass on their increased costs. If the recent strength of
sterling 1is maintained, a period of stability or even a £fall

in the level of import prices is likely in the coming months.

Effects on Markets

8% Market expectations are for a trade deficit of about £0.2
bidldon ‘and: a: current: aceount surplus: of Sabouts £0:520 xball-lvon',

both  ofi.which | are "optimistic byl about £0.7 billion. Although

much depends on the focus of market attention at the time of
release, these figures may well have a significant downward
impact on sterling, especially as no other major statistics

are due out on Friday.

Press Notice and Briefing

s I should be grateful for clearance of the attached draft

i G

press briefing.

DAVID BARTLETT
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DRAFT BRIEFING T'OR IDT

Points to make

() Current account in broad balance in Q1 1985, despite

effects of coal strike.

(At} March should be last month significantly affected
by strike, though there could be continuing effects eg

through stock-building.

(i) Monthly movements have been very erratic. Taking
last 3 months as a whole, export volumes rose 1 per cent
in Q1 1985 compared with Q4 1984 (3 per cent excluding

"erratic" items).

(iv) Import volumes fell 1 per cent between Q4 1984
and 91 1985.

Defensive
B Trade effects of coal strike?
{Strike ended on 5 March. Its i impact' ‘on ‘oil'“and “ceoal-itrade

clearly continued for some weeks thereafter. ]

Strike affected trade ‘in o0il and. coal by roughly £4% billion
to.:Mareh /1985 ilef“tastimate vof-£4 *bilTlion “in! PSBR) tof fwhich
aroundsiE3 ol lgeon Eell - onmollitaccount’ March should be last

month significantly affected by strike.

2 Why current account deficit in March?

[£456 million March current account deficit, after surpluses
in previous five months. Record visible trade deficit of £900

million in March, after £270 million February deficit.]

Monthly figures very erratic. Taking Q1 as a whole current

account in broad balance.
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S Why falling oil surplus in March?

[£0.4 billion ‘surplus in .March, after £0.7 billion 'in. February

and £0.9 billion in January. ]

Because of higher oil imports (up nearly £0.4 billion in March

to £1.2 billion). Partly a reflection of oil companies rebuilding
UK stocks from very low end-February levels. [Detailed queries
to D. Energy]. But monthly data notoriously erratic. In:«Eirse

quarter 1985 as a whole, o0il surplus rose f£X bisl Bion on+ dlast

quarter 1984.

4. Deteriorating current account balance means FSBR forecast

optimistic?

[Current account deficit of £0.5 billion in March, after f£0.1

billion surplus in February and £0.3 billion surplus in January. ]

Far too early to say if FSBR forecast accurate. Prospects good
now coal strike over and broad current account balance in Q1
1985 consistent with £3 billion surplus forecast in FSBR for

1985 as a whole.

5 Rising imports a cause for concern?

[Import volumes rose 6 per cent in March and 5 per cent ilial

February. ]

Despite rises in latest two months, import volumes stilklweall
1 per cent between Q4 1984 and Q1 1985, while exports rose 1
per cent. Major increases in imports in Q1 were in capital
and intermediate goods (up 7 and 7% per cent), needed to help

sustain domestic recovery.

6. Why are we not doing better in USA?

{By value, exports to USA down 4 per cent between Q4 1984 and
Q1 1985 and imports from USA up 12 per cent.]
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EXports s to sUSAL N Q1 were 13% higher in wvalue than a year

earlier. Level in 1984 Q4 erratically high.

Tia Stronger pound in March reduced UK competitiveness?

[Sterling's Exchange Rate Index rose 3 per cent between February

and March. ]

Clearly stronger pound has effect on competitiveness. But impact

probably too lagged +to have influenced March export and import

volumes. In long-run, key to sustained competitive gains 1is
responsible pay bargaining and further improvements in
productivity.



15218

SECRET AND PERSONAL
until 11.30am on Friday 26 April
then CONFIDENTIAL

Table 1: Current Account

0il

Non-o1l

Total wvisible
trade

o/w: trade in
manufactures
(BoP basis)

Invisibles

Current Account

(i) Exports

Total value
Total volume

Total volume excl
oil and erratics

o/w: manufactures

Fuels (volime)

(ii) Imports

Total value
Total volume

Total volume excl
oil and erratics

o/w: manufactures

ANNEX 1
£ b1l dion
1584 1984 04 1985 Q1 January February March
SEa et AR SHS, 250 +0i9 07 +0.4
.4 =298 w3, 2 =10 =150 &, 3
4.3 ol 5 i =0l sy Q)
=058 =12 =0)5:4 =0:i3 =055
SR 0) s L 3% +0.4%* +0.4% +0.4%
L0k +0.6 0% +0.3% £ dtE =0:251%
* projection
Table 2: Exports and imports (percentage change)
March Q1L 1985 o1 £1985
on on on
February Q4 1984 Ql 1984
tals 24l
£ )
- 4% +12
et L B +14
- ¥ +10 PRI
TR S +28
6 =l FrlLan
% i1 + 6%
+ % + L + 7%
+36 e +61

Fuels (volume)
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TRADE FIGURES FOR MARCH 1985

Advance Circulation
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FROM: D BARTLETT
DATE: 25 APRIL 1985

M. S\
1 8L MR LY 254G cc Mr Lavelle \
Mr Culpin
2% MR WYNN OWEN Mr Folger
Mr Mowl

-

( :
MARCII TRADE FIGURES 7 Gld M "Wi«'”yb t V} (/ L

arbuer & QF 7 v
Youriminutetofn250 Apriliirefers: Qﬁ (
2%,
D You asked for a redrafted answer to defensive question

7 of the press briefing. I suggest the following:
"UK competitiveness affected by many factors, of which
movements in the exchange rate are only one. In any event,

recent strength of pound still leaves Sterling Index some

way below where it stood last summer."

SeTCR N

DAVID BARTLETT
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RPI FORECAST - MONTHLY PROJECTION INCORPORATING THE LATEST INFORMATION

We have now reworked the monthly projection for the RPI made at
the time of the Budget, taking account of the detailed information
contained in the March figure. The result is shown in the table
attached. We shall be taking a deeper look when we start on the

summer forecast next month.

2 The March figure was nearly % per cent higher than expected.
This was attributable in the main to three factors. Unexpectedly
large rises in seasonal food prices were responsible for about
0.1 per cent. A larger than expccted rise in petrol prices (4% per
cent instead of 3 per cent) accounted for a further 0.1 per cent.
A further 0.2 per cent was attributable to larger and more numerous
price rises generally, spread through a number of sectors, probably
reflecting the fall in sterling and related to the recent rise

in the producer output price index.

2 A number of adverse factors will affect the 12 month change
in the Index to April. These include a lp rise in the price of
a pint of milk and the increase in the cost of a TV licence as

well as the 1 April rise in mortgage interest rates and the rise



.in the cost of electricity. The effect of the Budget will be
to reduce slightly the 12-month change. Taking these into account
the 12-month change in the All-Items Index is likely to increase

by about % per cent in April to reach around 6% per cent.

4. We continue to expect a rise in the 1l2-month rate: the May
figure is 1liable to be 6%-7 per cent and in July it may reach
7 per cent. The drop in August (when last year's mortgage interest
rate rise goes out of the 12-month comparison) should be followed
by further falls later in the year. These are largely attributable
to the forecast 1% per cent cut in mortgage interest rates assumed
to take place in the autumn and are helped by the higher levels
of sterling in recent weeks. However our central estimate for
the last quarter of the year has moved up slightly and now rounds
up to 5% per cent instead of down to the 5 per cent of the Budget
forecast. It need hardly be said that a wide margin of error

attaches to this figure.

S For public purposes the line should continue to be that the
profile of inflation this year is turning out as we expected:
a hump in the first half of this year for essentially temporary
reasons - mortgage rate rise and exchange rate dip. We expect
the downward trend to resume in the second half of 1985. The
rise in sterling since the budget supports this profile, as do
most outside forecasts. There is no need to change the budget

forecast of 5 per cent inflation in the fourth quarter.

P«Q/wjlyﬁ& A120:0)

PENELOPE A ROWLATT



SECTORAL BREAKDOWN OF THE RPI - DATA AND FORECASTS (MARCH 1985) Q

LEVELS (JANUARY 1974=100) 12 MONTH PERCENTAGE CHANGE 4 QUARTER
% CHANGE
NATION'D NATION'D
HOUS ING INDUSTRY HOUS ING INDUSTRY
EXC. INC. TOTAL EXC. INC. TOTAL “OTAL
FOOD WATER WATER OTHER RPI FOOD WATER WATER OTHER RPI RPI

1983 J 301.8 347.7 441.4 314.2 325.9 1.9 i 14.1 5.9 4.9 —
1983 F 302.1 348.7 439.8 316.5 327.3 1.6 0.8 12.6 6.5 53 =
1983 M 302.4 349.4 440.3 317.2 327.9 0.9 0.7 1329 b.'6 4.6 )
1983 A 304.6 362.4 443 .4 321.2 332.5 O 0.8 .5 5.8 4.0 b
1983 M 305.6 362.3 441.8 323.4 333.9 = =05 1 5,9 BT 3.7 =
1983 J 308.8 362.9 437.8 324.1 334.7 15 =1%0 3.5 5.6 300 3.8
1983 J 308.7 372.5 437.8 325.2 336.5 3.1 1.4 2.8 56 4.2 =
1983 A 309.4 375.2 439.9 326.7 338.0 4.7 17 2.6 57 4.6 =
1983 S 313.0 376.4 440.4 327.6 339.5 5.8 4.8 2.7 b5 B 4.6
1983 O 314.5 379.6 440.5 328.4 340.7 6. 5.2 2.3 5 530 &
1983 N 316.1 380.4 443.9 329.2 341.9 5.8 b3 2.0 4.9 4.8 "
1983 D 318.5 381.7 444 .2 329.6 342.8 6.1 9.6 143 4.9 5.3 541
1984 J 319.8 382.7 445.8 328.3 342.6 6.0 10.1 140 4.5 Bl -
1984 F 321.4 384.0 447 .7 329.5 344.0 6.4 10.1 1:8 4.1 5.1 =
1984 M 323.8 383.8 448.9 330.4 345.1 a8 9.8 2.0 4.2 542 5.2
1984 A 327.3 392.3 453.3 334.7 349.7 1:5 8.3 2.2 4.2 Bin2 =
1984 M 329.4 389.6 454.5 336.5 351.0 7.8 V-5 259 4.1 5a.d =
1984 J 330.6 389.5 455.5 337.5 351.9 7.1 7.3 4.0 4.1 Sl 5.1
1984 J 328.5 391.1 455.8 337.2 351'.5 6.4 5.0 4.1 3.7 4.5 =
1984 A 326.9 414 .4 456.3 338.6 354.8 5.7 10.4 3.7 3.6 5.0 =
1984 S 324.9 418.6 456.8 339.6 3555 3.8 11.2 3.7 3.7 4.7 4.7
1984 O 326.2 421.7 457 .6 341.8 357.7 3.7 11.1 379 4.1 5.0 =
1984 N 326.6 424 .2 462.6 342.3 358.8 3.3 11..5 4.2 4.0 4.9 T
1984 D 327.6 416.8 463.7 342.9 358.5 2.9 9.2 4.4 4.0 4.6 4.8
1985 J 330.6 417 .1 465.9 343.6 359.8 3.4 9.0 4.5 4.7 5.0 =
1985 ‘F 332.5 429.1 466.8 345.2 362.7 8.5 T 4.3 4.8 5.4 =
1985 M 335.4 432.8 469.0 348.9 366. 1 3.6 12.8 4.5 5.6 6.1 5.5
1985 A 338.5 456.5 477 .9 352.9 372.7 3.4 16.4 5.4 5.4 6.6 =
1985 M 339.5 458.9 482.3 354.8 374.7 3.1 T8 61 5.4 6.8 =
19856 - J 340.5 460.7 484 .6 356.2 376.2 3.0 18.3 6.4 5D 6.9 6.7
1985, J 336.7 462.5 486. 1 367 .2 376.3 2.5 18.2 6.6 5.9 7.0 =
1985 A 335.9 464 .2 486.0 358.2 376.9 2.8 1250 6.5 5.8 6:2 =
1985 S 336.8 454.8 486.5 359.0 376.5 3.6 8.6 6.5 5.7 5.9 6.4
1985 O 337.6 451.3 486.5 359.9 376.7 3.5 i7:0 6.3 5.3 543 =
1985 N 339.1 452.7 488.6 360.7 3779 3.8 6.7 5L 6 5.4 5.3 =
1985 D 341.1 454 .4 488.8 361.4 378.9 4.1 9.0 5.4 5.4 Bt 5.4
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UNEMPLOYMENT AND VACANCIES FIGURES FOR APRIL 1985
(to be released at 11.30am, Thursday 2 May)

Seasonally-adjusted adult unemployment (excluding school-leavers) rose by 29,000 in April

to 3,177,200 (13.1 per cent of the employee labour force). The stock of unfilled vacancies,

seasonally adjusted, was up by 8,000 from March's total to 167,000.

2. The average monthly increase in unemployment in the three months to April was
18,000. DEm suggest that the April count (taken on 11 April) may have been inflated
slightly by employers delaying recruitm