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COMMITTEE ON INVISIBLE EXPORTS

7th Floor

. The Stock Exchange
EC2N 1HH

Telephone 01-628 3161

THE CHAIRMAN:
Sir Francis Sandilands, C.B.E.

26th October, 1979

The Rt.Hon. Margaret Thatcher, M.P., P . I -‘;‘v
Prime Minister, Nrrn
10 Downing Street,

London, S5.W.1l. 'n'

3.
}7@ Rt Mieke,

In my absence abroad Mr. Clarke acknowledged your letter

of the 15th October.

Now that I am back I did want to thank you for the
personal interest you have taken in the form of presentation of the
'invisibles' figures in the official press release.

I have also heard from the Director of the Central

Statistical Office and I am now pursuing with him the details of the

future presentation.
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COMMITTEE ON INVISIBLE EXPORTS

7th Floor

‘ The Stock Exchange
EC2N 1HH

Telephone 01-628 3161

THE DIRECTOR-GENERAL

18th October 1879

The Rt. Hon. Mrs. Margaret Thatcher, P'ﬂ""—"" ﬂ,\,;"'lv-.-.\u
Prime Minister,

10 Downing Street
LONDON S.W. 1

T
9\

95 pﬁi‘.@_, r?,\\--j‘ﬁ.fr

In the absence of our Chairman in the United States, L am

writing to acknowledge your encouraging letter of 15th QEﬁbber
concerning the presentation of the invisible figures.

1 know that he will be pleased with your personal interest
in our problem, and will await the promised letter from the Director
of the Central Statistical Office explaining what may be possible
in improving the monthly press notice.

Yours sincerely,

W{MCQ,A.

e e

W.M_Clarke
Deputy Chairman







10 DOWNING STREET

THE PRIME MINISTER 15 October 1979

’JL(C“ /) e Ii-\w's;,

Thank you for your letter of 3 October about the
presentations of invisibles in the balance of payments.

I entireély agree with you that the achievements of the
City should not be masked by an increasing deficit in other
parts of the invisible account. The split of invisibles
as between the private sector and the Government is of
course given in the Central Statistical Office's quarterly
Press Notice on the balance of payments, and in Table 3
of the monthly notice on visible trade. I understand
from the more detailed letter which you have sent 1o
John Nott that you are mainly concerned that the split
should be given more prominence in the monthly notice.

There are difficulties in achieving this because the

I
data anvisihle trade are of course not collected on a

monthly basis. The Director of the Central Statistical
Office, who will be replying to your letter to John Nott,

will explain these problems further. But the text of the

/ monthly




monthly notice will in future contain an early reference
to the composition of the invisible trade balance, and

I hope that this will help to remind commentators and
others that private sector invisibles are continuing

to make a positive ﬁontributiﬂn to our balance of

payments.

L
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Sir Francis Sandilands, C.B.E.




10 DOWNING STREET

From the Private Secretary

MR. BOREHAM
CENTRAL STATISTICAL OFFICE

Committee on Invisible Exports

Thank you for your minute of 10 October with your advice on
how the Prime Minister should respond to Sir Francis Sandilands'
letter of 3 October.

The Prime Minister has now written to Sir Francis as per the
enclosed letter of today's date. This letter follows your advice,
but is a little more positive than the draft which you provided in
that it tells Sir Francis that the monthly press notice on visibles
will include an early reference to the composition of the invisible
account. I discussed the redraft with Mr. Wells, who told me he
was generally content.

The way is now open for you to write to Sir Francis in
response to his letter to the Secretary of State for Trade. The
Prime Minister has no objection to your writing on the lines of
the draft attached to your minute.

1 am sending copies of this minute to Tony Battishill (HM
Treasury) and Stuart Hampson (Department of Trade).

T. P. LANKESTER

15 October 1979




PRIME MINISTER

Committee on Invisible Exports

You said that you would like to reply to this letter from the
Chairman of the Committee on Invisible Exports. The letter argues
that more prominence should be given to private sector invisibles in
presentations of the balance of payments - because pqiqgte
invisibles are continuing in surplus while the Gveraliygggition
is now only just about in balance.

Sir Francis Sandilands has written to the Chancellor and to
Mr. Nott and to the Bank of England about this. The Central
Statistical Office are responsible for the presentation of the
statisties, and the Director's advice on this matter is at Flag A.
(Mr. Nott has asked him to reply to the more detailed letter which
Sir Francis sent him.)

It seems that the Committee are mainly concerned that the
monthly Press Notice on visible trade should bring out more clearly
tEE,EﬂﬂﬂﬁiLkm of the invisible balance. But this isn't easy since

monthly data on invisibles are not collected - they are collected
quarterly, and simply shown in the monthly Press Notice as a
reminder. The CSO include projections for total invisibles in
order to provide an estimate of the current account balance

(as opposed to the visible balance); they are not prepared to
make projections for private and Government invisibles separately.
However, they are willing to include a reference to the broad
composition of the invisible balance early on in the text of the
Press Notice.

I attach a draft letter for you to send. (This is my draft,
though I have cleared it with the CSO0. The CS0O draft was totally
bland and negative.) 1

—

.

12 October, 1979.




S0 AD1089

MR T LANKESTER
10 Downing Street

cc P/S Chancellor of the Exchequer (without press notices)
F/q Secretary of State for Trade ( " " " }

COMMITTEE ON INVISIELE EXPORTS

1. Your request of 8 Ogfober to Stuart Hampson for a draft reply to Sir Francis
Sandilands letter of 3 Uctober has been passed to me as the C50 is responsible
for compiling the inv1ﬁlhlc trade statistics.

2. B5ir Francis'! letter to the Prime Minister was vaguely worded but the letters
sent to other Ministers and to me indicate that his concern is with the
presentation of inwvisible trade data in the monthly press notice on visible

trade. The recent move of the invisibles account from a surplus into balance

has prompted this renewed interest in changing the presentation of the invisible
trade balance. The deterioration in this balance is attributable mainly to
increased profits accruing to foreign oil companies operating in the UK and higher
transfer payments to the EERC.

3. The following points are however relevant to the publication of further data
on invisible trade:

(i) the main vehicle for the publication of short term balance of payments
statisties is the quarterly prese notice published by the CS0. This
contains the detail being sought by Sir Francis and its presentation
reflecte many suggestions from his Committee in the past.

(ii) no monthly data are collected on invisible trade.

(iii) the purpose of the monthly press notice is to present the latest data
on visible trade and projections for invisibles are included, in the absence
of any firm information, to give an estimate of the whole current balance,

(ivj Table 3 of the monthly prese notice does contain an analysis of the most
recent data available on invisibles and, in showing separately private
Bector and public corporations, identifies the positive balance of this

sector. * | ‘L

I enclose ﬁ-drﬂft repli)fnr the Prime Minister to send to Sir Francis and a copy of
the reply I propose to send to the more detailed points raised in the other
correspondence, Copies of the relevant prese noiices are also enclosed,

Q

A J BOREHAM

10 October 1979

PS I am aleo enclosing a copy of Sir Francis' letter to John Hoti







DRAFT LETTER FROM MR BOREHAM TO SIR FRANCIS SANDILANDS
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The Prime Minister has received the
enclosed letter from the Chairman of the
: I

ommittee of Invisible Exports, who -

P

understand - has written in similar terms to
our Secretary of State and to the Chancellor.

The Prime Minister would like to reply to this
letter herself, and I would be grateful for a
draft which you will no doubt prepare in con-
sultation with the Treasury and the CSO0.

Her own view is that the Committee's request
hat the invisible account should be presented
as to separate Government flows from private

reasonable one.
sending copies of this letter and

to Martin Hall (HM Treasury) and
am (Central Statistical Office).

“

T. P. LANKESTER

Stuart Hampson, Esq.,
Department of Trade.




. PRIME MINISTER

.

This letter from the Chairman of the
Committee on Invisible Exports concerns the
presentation of the invisible account. They
want private invisibles to be shown
separately from invisibles on Government
account - because they fear that the total
invisible account will move into deficit
because of rising Government payments abroad.
On the face of it, their reguest seems
reasonable - except that we may not want to
draw too much attention to the Government
side.

Do you wish to reply? Or shall we ask
Mr Nott?

v

O R B e d ﬂ.

I'M'L—"-L. 29l

= '-Lf Jl.r vl ~ L ..,L-,. ..—Ir sl ¥ I_I;__‘_l-.-'l_ #?_"
3 October 1979

L.-‘J.I \"-j'lb.




10 DOWNING STREET

From the Private Secretary 3 October 1979

I am writing to acknowledge your
letter of 3 October concerning the
presentation of the invisible account.

I have placed this before the
Prime Minister, and a further reply
will be sent to you as soon possible.

as

]',E.L';\_NKES'.._..

Sir Francis Sandilands, C.B.E.




COMMITTEE ON INVISIBLE EXPORTS
7th Floor

The Stock Exchange

EC2N 1HH

Telephone 01-628 3161

THE CHAIRMAN:
Sir Francis Sandilands, C.B.E.

ird October, 1979

The Rt.Hon. Margaret Thatcher,
Prime Minister.

10, Downing Street,

London, S.W. 1.

ﬂmLM

As you will know the net invisible account, as at present
defined, has recently produced a zero balance for the first time
since 1947. The Committee on Invisible Exports, of which we are
all members, believes that there is a possibility that in some months
or quarters of the next eighteen months the net invisible account,
rolling together both the surplus on the private account and the
deficit on the Government account, may actually show a deficit.

In these circumstances we believe that it is essential for
all Government analyses, statements and estimates to avoid the use
of this combined net figure where possible or, where this is not
appropriate, for the two main constituents (private and Government)
of the net figure always to be quoted, in addition.

We say this because the zero result in the second quarter
was made up of a deficit on Government account of £841 million and
a surplus of a similar amount from the private sector and public
corporations. Therefore to emphasise the net figure is simply
misleading. Moreover, such an emphasis on the net invisible figure
is not fair to the efforts made by invisible exporters. In the
first half of this year private invisible earnings, including public
corporations, are estimated to have produced a surplus, after
overseas payments, in excess of £2,000 million.

We have a further anxiety. The emphasis on the net figure -
especially in circumstances where this is moving into possible deficit -
will leave a dangerous impression in the foreign exchange and other
money markets, here and abroad, that Britain is now becoming less
efficient than it really is in the invisible area.

contd,




We have already written separately to the principal
ministries and departments concerned with the publication and the
analysis of the invisible statistics, including the Treasury,
Department of Trade, Bank of England, Central Statistical Office
and the British Overseas Trade Board, and have made detailed
proposals. We feel, however, that the presentation of the
invisible statistics, in the light of the new circumstances we
have outlined, has become an important national issue and for this
reason we are seeking your personal interest and support in our
efforts to persuade the appropriate ministries to amend their
present approach to what we believe should be a simple presentation
problem.

Yours sincerely,

Chairman - Accepting Houses Committee

Secretary - The Association of Consulting
Engineers

The Baltic Exchange

» Chairman British Export Houses Association

— .

Chairman The British Federation of
Commodity Asscociations

Chairman British Insurance Assocliation

MA;J ‘E;)/?f_}.} g Chairman - The British Insurance Brokers'

Association

Md%fv éhairman British Overseas & Commonwealth

Banks Association

Z‘ m{;w Director General - British Tourist Authority




Chairman - British Airways Board

Chairman - The Committee of London Clearing
Bankers

President - General Council of British
Shipping

Chairman - Lloyd's

Chairman - The Stock Exchange




List of Names of Signatories

The Hon. John Baring

Major-General P.J.M. Pellereau

Mr. D.R. Donaldson

Mr. A.J. Ponte

Mr. B.R. Edgeley

G. Bowler

F. Perkins

R.C. Wheeler-Bennett

Mr. L.J. Lickorish

Mr. J.R. Stainton

The Rt.Hon. Lord Armstrong
of Sanderstead, GCB, MVO.

Mr. W.G.D. Ropner

Mr. I.H.F. Findlay

Mr. N.P. Goodison

Chairman,
Accepting Houses Committee

Secretary,
The Association of Consulting Engineers

Chairman,
The Baltic Exchange

Chairman,
British Export Houses Association

Chairman,
The British Federation of Commodity
Associations

Chairman,
British Insurance Association

Chairman,
The British Insurance Brokers'
Association

Chairman,
British Overseas & Commonwealth Banks
Association

Director General,
British Tourist Authority

Chairman,
British Airways Board

Chairman,
The Committee of London Clearing
Bankers

President, i
General Council of British Shipping

Chairman,
Lloyd's

Chairman,
The Stock Exchange




COMMITTEE ON INVISIBLE EXPORTS
7th Floor
The Stock Exchange

. EC2ZN 1HH
Telephone 01-628 3161

THE CHAIRMAN:
Sir Francis Sandilands, C.B.E,

20th September, 1979

The Rt.Hon. Sir Geoffrey Howe, QC, MP,
Chancellor of the Exchequer,

Treasury Chambers,

Parliament Stre=st,

London, SW1P 32G.

Jeac Gorlfuy

We spoke last night about the demoralizing effect of the
use of a single figure for invisible earnings, combining the positive
balance of the private sector with the government deficit; and I
believe I mentioned the analysis of the invisible account in the
Treasury's September Economic Progress Report.

Throughout the analysis on pages 7 and 8, including the
table on page 8, attention is dewvoted to the net invisible figure
which declined between the first and second guarters. This net
figure is made up of two quite different items: a surplus from the
private sector (plus public corporations) and a deficit from Govern-
ment transactions. - Nowhere in the paragraphs concerned is this
point made or emphasised and nowhere is any reference made to Govern-
ment transactions, even the huge deficit on EEC account, which you
yourself have recently been stressing in Brussels.

Moreover, in the table, while wisible exports and visible
imports are given separate lines, the whole of the invisible sector
is given one line and shown net (i.e. once again rolling together a
private sector surplus and a Government deficit).

I would like to repeat what was said yesterday evening about
why we object to this so strongly:-

1. It is simply misleading to emphasise the net figures,
mixing together like with unlike. The absence of any
reference in the comment to the Government sector is
equally misleading.

Contd. /




Such an analysis is not fair to the efforts made by
invisible exporters whose record, in contrast to the
analysis and figures given in the Economic Progress
Report is an enviable one. Private invisible trad-
ing was in substantial surplus in the second quarter.

The emphasis on the net figure both in the Treasury's
analysis and in the monthly trade release leaves a
dangerous impression in the foreign exchange and other
money markets, here and abroad, that Britain is now
becoming less efficient than it really is in the
invisibles area.

My Ccmmittee hopes that you will be able to emphasise these
points in all future Treasury publications, and that, wherever poss-—
ible, stress will be put on the continuing surplus of the private
sector.

I am also writing today in similar wein to John Nott about
the form in which the invisible figures are presented in the official
Monthly and Quarterly Department of Trade Press Notices; copy of my
letter is enclosed.

D)

o




COMMITTEE ON INVISIBLE EXPORTS
7th Floor

The Stock Exchange

EC2ZN 1HH

Telephone 01-628 3161

- :'L'—':‘ *R

THE CHATRMAN: 7% ™%
Sir Frangis Sandilgnds. C.BE: -

20th September, 1979

The Rt.Hon. John Nott, MP, oL [~ =
Secretary of State for Trade, 3 &Sl - Tis o
Department of Trade, Eovar Mance 'R veased
l Victoria Street, _kﬁud-miiufuhg

London, SW1H OET. SR e
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As ycu know we have been concerned for some time about
the presentation and analysis of invisibles in official press
releases and publications. I had some correspondence with your
predecessor last year which, while leading to certain improvements,
still left certain difficulties, :

These remaining difficulties, which primarily concern the
presentation of the monthly invisible balance, have taken on greater
significance and, in our view, give rise to greater potential danger
now that the net invisibles positicn, as at present defined, has
moved into zero balance.

Our anxiety is a simple one. In the new circumstances,
where net invisible transactions have dropped to zero, there is now
a grave danger that the private sector earnings will be assumed to
have vanished too. Moreover, the Committee believes that, on

certain assumptions, the net position could easily move into deficit
over the next year or two.

We believe it to be essential, therefore, to avoid the use
of net figures, where possible, for the following reasons:-

l. The use of net figures (combining private sector and
Government transactions) is simply misleading, roll-
ing together like with unlike.

It is extremely discouraging for invisible exporters
whose record is scill an enviable one (gross earnings
were £9,000 million in the first half year, up 1l%
over 1978). :

Contd, /




It is potentially dangerous in the foreign exchange and
money markets, at home and abroad, where an impression
that Britain is now losing its edge in a field where it
has previously been efficient could easily begin to
spread.

Could we, therefore, ask you to consider the following

proposals with some urgency:-=

1.

Examine once again the possibility of splitting the net
monthly invisibles projection into its two main con-
stituents, a private sector net surplus and a public
sector deficit.

I1f this statistical split is, in the opinion of your
advisers, still difficult to achieve, consider using
the phrase "made up of a deficit arising from Govern-
ment transactions and a surplus from the private sector
plus public corporations", immediately following the
first sentence on page 1 of the press release where 1it
normally refers to the net monthly invisible balance.
It really is important to get this on to the first

page because journalists seldom seem to lock further
than this.

Consider inserting, again on page 1, and possibly as a
footnote to the proposed new wording suggested above, a
rough estimate of the monthly net contribution of the

private sector and public corporations even if this has
to be simply a monthly average of the previous quarter.

Change the invisible columns in the present table on
page 1 to cover three items: (a) net invisible balance
(b) private sector plus public cocrporations (c) Govern-
ment transactions. In the new circumstances I have
outlined, the present split into credits and debits no
longer helps to explain the true trade position. We
believe it now confuses the issue further.

In the pages which follaw, we would suggest that the
analysis of invisibles might be shown in the following
order: (a) gross private invisible earnings (b) gross
private invisible payments (c) Government transactions
(d) the net invisible balance, combining (a) = (c)

in order to relate the previous trends to the balance
of payments.




I hope that you will not feel that we are exaggerating
the importance of this issue. As recent discussions at our meetings
have shown, individual associations have shown a growing concern at
the way in which invisibles are now presented. They feel dis-
couraged and the morale of their members is suffering.

I am sending a copy of this letter to the Chancellor who
came to dinner with me and our Committee last night, when the prob-
lem was raised by several of our members who were present.

e




The Stock Exchange
EC2ZMN 1HH
Telephone 01-628 3161

TH'EQAI RMAN:
Sir Francis Sandilands, C.B.E.

20th September, 1979

The Rt.Hon. John Nott, MP,
Secretary of Sta for Trade,
Department of Trzcsz,

1 Victoria Streez,

London, SW1H OET.

As you know we have been concerned for some time about
the presentation and analysis of invisibles in official press
releases and publications. I had some correspondence with your
predecessor last year which, while leading to certain improvements,
still left certain difficulties.

These remaining difficulties, which primarily concern the
presentation of the monthly invisible balance, have taken on greater
significance anc, in our view, give rise to greater potential danger

now that the net invisibles position, as at present defined, has
maoved into zero —alance. i

Our anxiety is a simple one. In the new circumstances,
where net invisible transactions have dropped to zero, there is now
a grave danger that the private sector earnings will be assumed to
have vanished tos. Moreover, the Committee believes that, on
certain assumpticns, the net position could easily move into deficit
over the next year or two.

We believe it to be essential, therefore, to avoid the use
of net figures, whare possible, for the following reasons:-—

1. The uss of net figures (combining private sector and
Government transactions) is simply misleading, roll-
ing togsther like with unlike.

It is extremely discouraging for invisible exporters
whose record is still an enviable one (gross earnings
were £9,000 million in the first half year, up 11%

=

over 1972} .

Contd./




It is potentially dangerous in the foreign exchange and
money markets, at home and abroad, where an impression
that Britain is now losing its edge in a field where it
has previously been efficient could easily begin to
spread.

Could w=, therefore, ask you to consider the following

proposals with soms urgency:-

157

Examine cnce again the possibility of splitting the net
monthly ::zvisibles projection into its two main con-
stituenzs, a private sector net surplus and a public
sector Z=Zicit.

If this ==2tistical split is, in the opinion of your
advisersz, still difficult to achieve, consider using
the phrzsz= "made up of a deficit arising from Govern-
ment trz—sactions and a surplus from the private sector
plus pu=lic corporations", immediately following the
first seatance on page 1 of the press release where it
normally refers to the net monthly invisible balance.
It really is important to get this on to the first.
page because journalists seldom seem to look further
than this.

Consider inserting, again on page 1, and possibly as a
footnotz to the proposed new wording suggested above, a
rough estimate of the monthly net contribution of the

private sector and public corporations even if this has
to be simply a monthly average of the previous quarter.

Change the invisible columns in the present table on
page 1 to cover three items: (a) net invisible balance
(b) private sector plus public corporations (c) Govern-
ment transactions. In the new circumstances I have
outlined, the present split into credits and debits no
longer hzlps to explain the true trade position. We
believe it now confuses the issue further.

In the pzges which follow, we would suggest that the
analysis of invisibles might be shown in the following
order: (a) gross private invisible earnings (b) gross
private invisible payments (c) Government transactions
(d) the net invisible balance, combining (a) - (c)

in ordar to relate the previous trends to the balance
of paymzanis.

Contd./




I hope that you will not feel that we are exaggerating
the importance of this issue. As recent discussions at our meetings
have shown, individual associations have shown a growing concern at
the way in which invisibles are now presented. They feel dis-
couraged and the morale of their members is suffering.

I am s ng a copy of this letter to the Chancellor who
came to dinner wi=h me and our Committee last night, when the prob-
lem was raised 2+ sa=veral of our members who were present.

FRANUIS BANDILANDS




DEPARTMENT OF TRADE

Press notice issued jointly with the Central Statishcal Office

Press enquiries: Overseas Trade 01-215 5895/5997/5678
Invisibles 01-233 7489
Balance of Payments and Economy 01-233 3415

5 -0l o, 370
18 September 1979 Non-Press enquinies: 01-215 3385/5703 Ref: 2

The current account of the United Kingdom balance of payments
August 1979

Introduction
This Press Notice follows the modified presentation adopted last month (see Note 1).

As in last month's Press Notice, figures of total exports and imports on a balance of payments
basis for 1979 have been adjusted, where necessary, to compensate, as far as possible, for the
distortions to the flow of information to HM Customs Statistical Office caused by industrial
disputes (see Note 2). The figures reflect the best estimates of the flow of goods through the
norts appropriate to each month. .

No adjustments have been made in respect of the distortions arising from the road haulage
dispute, which affected the flow of goods through the ports in the first half of the year (see
Note 3).

The following table presents the fipures:

CURRENT ACCOUNT

TABLE 1

£ billion, seasonally adjusted

Current Visible Trade® Invigibles
r

Visible | Exports Imports

: 1 :
o Credits
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a Invieibles are projections and subject to revision as information becomes available.

b One third of the appropriate calendar quarter's estimate; monthly figures of invisiblesn
not available.

Becauce of the approximate nature of adjustments to some months of 1979 (see Introduction),
all fimures are riven to the nearest £0.1 billion (see also Note 2). Fipgures may not ndd
because of rounding.

prepared by the Government Statistical Service g




AUGUST 1973

In Aurust, there was a deficit on current account of £0.1 billion (see Notes 1 and
2). Visible trade was in deficit by £0.1 billion, with exports valued at £3.6
billion and imports at £3.7 hillion. The invisibles account is projected to be in
balance.

Becauze of the distortions in the first half of the year arising from the road
haulare dispute and, to a much emaller extent, of the approximate nature of the
adjustments made for the disruption to information flow, interpretation of the
monthly figures remains difficult.

Exports in August remained well above the depressed average monthly level in the
first half of the year, while imports were a little above an already high level.

The remainder of the commentary in this Press Notice relates mainly to the first

eight months of the year, over which time the impact of the various distortions can
be better assessed.

JANUARY TO AUGUST 1379

Current account and wvisible balance

In the first eirht monthe of 1979, there was a deficit on current account of £2.4
billion (£0.3 billion a month), a deficit on visible trade of £2.8 billion beinp
partly offset by a surplus on invisibles of £0.4 billion.

This represents a sharp deterioration from the current account surplus of £0.2
billion a month in the second half of last year, despite a reduction averaring
around £0.1 billion a month in the deficit on trade in oil. The worsening over-
states the underlying deterioration.

The effects of the impact of the road haulare dispute are thought to be contained
mainly within the first half of this year, apart from any permanent loss of exports.
However, within this period the monthly pattern of trade, particularly exports, has
been markedly affected by the impact of the dispute. This has resulted in the
published fipures of the vieible balance showing a marked improvement between the
firet two quarters as, primarily, goods which should have been exported in the first
quarter were held up for subsequent shipment.

EEE“rtE

Exports in the first eight months of 1979 were valued at £26.1 billion (£3.3 billion
a month). The average monthly level was 7 per cent higher than in the second half
of last year, but volume was unchanged.

The level of exports in 1979 has been adversely influenced by difficulties in the
Iranian and Niperian markets, with shipments down, on averape, by around £100
million a month: there has, however, been some recovery in these markets in recent
monthe. 1In addition there may have been some permanent loss of exports, reflecting
cancelled orders, as a result of the road haulage dispute.

With exports to the oil exporting countries being depressed by the difficulties in
Iran end Niperia, and with little growth in exports to the other developing
countries, most of the increase in value in the first eizht months of this year,
compared with the second half of last vear, has taken place in deliveries to the
developed world and especially to the EEC. Between the same two periods, the volume
of exports fell slightly for all the major commodity groups, except fuels, where
there was an increase of 16 per cent.




Imports

mports in the first eight months of the vear were valued at £20.9 hillion (£3.6
billion a month). The averrrse monthly level wac 16 ner cent above that of the second
half of last year, mainly the result of increased volume. Major contributions to
this sharp rise have come from rosd vehicles and semi-manufactures (excluding
precious stones). In contrast, the volume of imports of fuels fell, but this was
more than offeset by hipgher pricee.

Terms of trade

In the first eirht months of 1979, the export unit value index rose by £% per cent
from its level in the second half of last year, reflecting increases which were
widely spread amongst the major commodity groups; the largest rise was in fuels.

On this same comparison, the import unit value index was 5 per cent hicher, arain
with the largest increase in fuels, but with little chanre in finished manufactures.
As a result of these movements, the terms of trede index rose by 1% per cent.

Invisibles

The surplus on invisibles in the first eipht months of this year iz projected at
over £0.% billion. In the second quarter, with credits and debits both put at

£5.0 billion the invisibles account is now estimated to be in balance. Invisibles
of the private sector and public corporations, excludins transfers, were in surplus
by £0.9 billion in the second quarter (a monthly average of £0.3 billion). The
invisibles account for the third quarter is projected to be in balance.

Detailed analysis

Full intefﬁretation of the monthly movements in trade by area and commedity is
particularly difficult, since it is not yet possible to allocate the ectimated
distortions to total trade arisinz from the disruption to the flow of information
to this depree of detail (see Note 1). As with recent Press lotices, the usual
commentary on the three months' comparison is therefore being excluded. The
related percentare changes have also been omitted from the tables.




NOTES TO EDITORS

1 PRESENTATION OF THE FIGURES

The format of the Press Notice is the same as for the July figures. Thus, the
aggregate export and import figures, on a balance of payments basis, include
certain adjustments to compensate, as far as possible, for the disruption in the
flow of information to Custems Statistical Office (see Note 2). The adjusted
figures thus reflect the best estimates of the flow of goods through the ports
appropriate to each month, that is, consistent with the usual method of
recording - see Note 2. The figures affected are those for value in Table 1 and
for volume in Table 4; the relevant months are indicated at the end of Note 2.
The figures will be subject to revision in future months.

No adjustments have besn made in respect of distortions arising from the road
haulage dispute (see Note 3). Because of the approximate nature of the adjustments,
the value figures sre given to the nearest £0.1 billion as, for presentational
convenience, are all the Table 1 figures. Figures prior to 1979, in £ million, are
contained in Tebles 3 and 18. The volume index numbers of Table &4, which have been
adjusted as appropriate, are given to the nearest whole number for 1979.

It has not been possible to make corresponding adjustments tc the detailed commodity
and ares series on an overseas trade statistics basis. As a result an estimated
£750 million of imports so far this year have not been included in the detailed
figures (see Note 2). Elsewhere in the Press Notice, Table 3, on invisibles, and
Table 6, on trade in oil, are largely unaffected by the distortions. The usual
Table 2 has been incorporated in an expanded Table 1. Table 5, showing the balance
of trade in oil and in other goods, has been omitted. Table 7, giving value and
volume of exports and imports excluding the more erratic items, has also been
excluded since adjustments for the distortions cannot yet be made for other than total
exports and imports. The numbering of the Tables has been kept consistent with the
usual Preas Notices, and is in line with the description in the standard notes

(see Note 4).

2 DISTORTIONS TO FIGURES ARISING FROM IRREGULAR F1OW OF INFORMATION TO
CUSTOMS STATISTICAL OFFICE

Industrial action earlier in the year by HM Customs staff and more recently by
National Data Processing Service (NDPS) computer staff has affected the flow of
information to the Custems Statistical Office from which the monthly trade figures are
compiled. Figures for each of the five months March to July have been affected.

The impact has been greatcr on imports than exports. As mentioned in the text and
Note 1, certain adjustments have been made to the totals of exports and imports, on

a balance of poyments basis, to ailow for this distortion. The figures on an
overseas trade statistics basis for these months remain distorted.

The import figures in the trade statistics are based on information provided to the
Statistical Office from the various ports, both sea and air; they relate closely

to goods shipped during the calendar month. The information takes the form of
statistical documents or computer input. The industrial action led to delay in

the transmission of some of this material inciuding, in particular, computerised
details of imports arriving at london Airports. The delay has meant that the published
overseas trade statistice (Tables 8 to 17) include some carry-over of trade from one
month to the next. There is, however, no carry-over from either July or August.
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.'he dispute has markedly influenced the pattern of trade over the first six months
of the year. Howrver, because of differences between the ways in which imports
and exports are recorded, the effects have not been uniform on hoth flows of trade.
The import statistics relate closely to goods shipped during the month. Certain
categories of goods were unaffected and the figures also included those goods
unloaded from ships but which remained on the dockside. The shortfall in January
resulting from the dispute was not therefore as great as might have been expected.
On the basis of evidence relating to goods moving through the ports in January and
February and the experience of prewious disputes, it is expected that for imports
the period January-May encompassed the whole of the impact of the dispute, and that
the overall level of imports was not much affected.

For exports, recovery is likely to have taken longer, but most & it is thought to
have been contained in the first half of the year. This reflects partly the method of
recording, described in Note 1, and partly the situation at the ports when the dispute
ended which necessitated clearance of some of the backlog of imports before exports
could begin to move. This led to reduced figures for January and February, with
recovery spread over the four subsequent months. It is not possible to quantify

the size of the rebound; in particular, there may be some loss of exports if cverseas
customers have turned to alternative sources of supply.

4 REVISIONS

Figures on a balance of payments basis up to and including 1978 have been revised
since the Press Notice on the July figures. They are consistent with the annual
fipures published on Monday 3 September in the "Pink Book", United Kingdom Balance of
Payments, 1979 Edition. Quarterly balance of payments figures were released by the
Central Statistical Office on Thursday 6 September in the Press Notice for the

second quarter.

The main changes since the July Press Notice are an increase in the surplus on

invisibles for 1978, from £1.6 billion to £2.2 billion and a reduction from the
projection of a surplus of £0.3 billion for the second quarter to a position of
balance.

As a result of the changes, the surplus on current account for 1978 is now estimated
at £1.0 billion, while the deficit for the first half of 1979 is put at £2.7 billion.

The invisibles account for the third quarter is now projected to be in balance.
o STANDARD NOTES

The standard notes on definitions and coverage of the figures are no longer included
in the monthly Press Notice. These notes were issued on 14 February and were also
reproduced in "Trade and Industry" on 23 February. Copies of these notes can also be
obtained from the Economics and Statistics Division 5A, Room 255, Departments of
Industry and Trade, 1 Victoria Street, London SW1H OET, Telephone 01-215-5703.




For exports, the figures relate to information provided to the Statistical Office by
exporters, agents, etc. There is, on average, a delay of about two weeks between
shipment and recording; thus, normally, the figures for a given month reflect, broadly,
goods shipped over the previous mid-month to mid-month period. There was some
carry-over of trade from both April and May into June, mainly reflecting delays in
receipt of information from London Airports. Neither July or Aupust was affected.

It is extremely difficult to estimate the size of the distortion to the figures
arising as a result of the delays. However, an analysis of the pattern of the flow
of information has provided some very broad orders of magnitude of the likely total
impact. The following table gives estimates for the relevant months (there is no
effect on the August figures) in terms of the net amount which has been added to (+)

or subtracted from (-) the computed balance of payments figures to allow for the
irregular flow of information.

£ million
Exports Imports Visible balance

+ 400 Loo
90

June

300
150

250

May 300 250
50
150

July

Note: The margin of error in these figures is likely to be of the order of 10-15 per
cent. Thus, 350 is the central point in a range estimated at 300-400,

Although there is no carry-over from July into subsequent months, there is an

estimated £150 million in the July OTS import figures which is appropriate
to June.

The NDPS dispute has now ended and Customs Statistical Office will publish, later
this year, a detailed analysis of the import backlog covering the first six months
of the year combined, together with revised cumulative figures for this period.
This will not include the estimated £150 million carry-over from June to July,
which cannot be separately identified, nor will monthly figures be available in
the full detail. It is proposed, however, to construct such estimates at least
for the level published in the Press Notice.

No adjustments have been made in respect of the distortions arising from the road
haulage dispute which affected the flow of poods through the ports in the first
half of the year.

3 THE ROAD HAULAGE DISPUTE

The road haulage dispute began, unofficially, on 3 January; it was made official

on 11 January. Its impact became progressively stronger through the month,

although certain trade was largely unaffected, in particular trade by air (about

20 per'cent of total exports and 18 per cent of total imports), oil shipments (6 per
cent and 12 per cent) and foreign roll-on/roll-off trade (roughly 7 per cent of trade).
Certain other goods would also have moved, for example, those destined for export
which were already at the docks before the commencement of the dispute. Towards

the end of the month the situation eased.




CURRENT RALANCE, VISIBLE TRADE AND INVISIBLE TRALE (Balance of parments basis) TABLE ~
{Inenrnorated in Tabile 1 - see note 1)
O INVISIBLES TABLE = J

£ million seasonally adjusted

Invisibles

Total of which private sector and public
corporations d

Credits Debits Balance redits Debits

16413 14376 4611 14900 10239
18335 16128 5273 16167 10849

Q1 Lars %9lL2 1194 3788 2504
Q2 L4no 3633 1268 7955 2637
Q3 U 031 1475 k191 2716
QH La2o 4167 1341 4233 2892
Q1 : k795 4356 1232 L262 3030
Q2 LgR# L9RL 889 LLo7 3518

Aug NA NA NA NA NA

NA Not available

d ie excluding general government transactions and all transfers
e Invisibles are prﬂjeciiﬂns and subject to rav?é%on as in?crmaticn becomes available.

EXPORT AND IMPORT UNIT VALUE AND VOLUME INDEX NUMBERS TABLE 4

(Balance of paymentsbasis) _
Indices 1975 = 100

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

Exports Imports [Terms of trnder Exports Imports

142.5 141.3 100.8 118. 107.
155.1 146 .4 105.9 122. 112.

149.6 141.5 105.7 119. 113.
153.2 146.0 10%4.9 22,2 109.
157.0 148.0 106. 1 - 114,
160.6 150.3 106.9

165.6 5%.8 107.7
169.6 i 108.0

163.3 152.0 107 .4
165.9 153.4 108.1
167.6 156.1 107.4 129
168.8 155.0 108.9 135
169.1 156.6 108.0 137
170.9 159.6 107.7 1 1%3
July 173.6 158.9 109.3 127
Aug 174.5 161.3 108.2 120

* Becsuse of the mpproximate nature of adjustments to some menthr of 1979 (see Introduction)
the volume index numbers for that year are piven to the nearest whole number(see also lote 2)

1
1

f BExmort unit value index as a percentase of the import unit walue index

BALANCE OF TRADE IN OIL AND IN OTHER GOODS (Balance of Payments basis)

(Mot included = sees note 1)
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TRADE IN QIL g
(Balance of payments basis)

Seasonally adjusted

Exports of oil Imports of oil

Balance of Crude oil’ Rest of Rest of

trade in - s p s _ Crude oil IDivision
S s e /BTTC(REV2) 333.07 3

Dwu. me.ﬂ

million | £ million | £ millien f million|f million | £ million million f million
f.o.b. f.o.b. f.o.b. f.o.b. f.o.b. f.o.b. tonnes f.0.b.

Q2
Lk
Qb

Q1
Q2
Q3
Ql
19749 ﬂ.._
Q2

1979 Jan
Feb
HMar
Apr
May
June
July
Aug

2791 1079 915 1064 W70 3685 68.6 1085
2015 2235 1240 995 L250 3285 £5.9 : 965

761 514 242 272 1275 1000 275
590 568 309 259 1158 880 ; 278
659 433 201 232 1092 814 278

620 480 273 207 1100 348 252
(TN 550 312 238 96k 242 222
501 617 341 276 1118 B84 234
LB0o 588 314 274 1068 811 257

237 743 438 305 980 676 304
210 937 635 302 1147 762 385

78
106
120
137
136
112
124

147

62 263 176 87 325 247
78 272 153 119 350 2hh
97 208 109 99 305 185
114 274 180 gl %88 251
Sl 325 23k 91 379 243
he 338 221 117 380 268
41 355 254 101 396 272
123 344 215 126 Lk 317

-

W0 AN AN AN AN e
U‘-JU‘\-E‘P—‘&'NJ
~I=1M=) o= 002 0o~J

g Trade in petroleum and petroleum products
h Not seasonally adjusted




TABLE 7

VALUE AND VOLUME OF EXPORTS AND IMPORTS EXCLUDING THE MORE ERRATIC ITEMS
(Balance of payments basis)

(not included - see Note 1)

The figures on an Overseas Trade Statistics basis for 1979,
riven in Tables & to 17, have not yet been adjusted teo
compensate for the disruption to the flow of information to

HM Customs Statistical Office. They are not therefore wholly
consistent with the balance of payments apggregates (see Note 2).




EXPORTS BY AREA TABLE 8

(Overseas trade statistics basis) 3 taagen gen

Seasonally adjusted

Deweloped countries Developing countries

Gil Centrally
exporting planned
countries economies

1977 5606 zZ821 | 2110 Lzl 4261 911
1978 5710 Lous | 2334 L7767 5033 | 1070

1978 Q1 1363 1012 545 1180 1202 286
i ga 1363 1050 582 1223 1189 244
Q3 1440 1080 587 1200 1302 235
Qb 1544 1104 619 1165 1340 305

1 1 1465 1026 L7 8ok 1149 243
it gﬁ 1720 1257 727 9Lo 1436 336

1979 June 246 368 240 L2 119

319
July 578 boy | 228 331 480
Aug 659 k2 217 f L6

493

EXPORTS EY COMMODITY TAELE 9

{Overseas trade statistics basis) £ million fob
Seasonally mdjusted

Manufactures k

Machinery and transport
equipment k

othar
ranaport Other
equip- Fhemi- Metals [Textiles | manu- [Miscel-
mant hikkcals factures [lanecus

[ f
BITC (REVZ) 5 o+l 2+ 19 5 61-69 5 est o .

Al

] ‘.‘. 6
z7z331| 2216 b 1484 |3817 2877 6537 | 95
:ggg éégéj 5915 1335 1470 4207 3114 7669 | 1083

1978 Q1 B8B1| 698| 221 ;6& 955 7l 1820 aég
g107| 726 252 381 |103Q 749 1817 | 2

gshs| 746 | 261 zhs (10684 778 19kl ;53
oB30] 743| 273 778 (1118 843 2088 | 315

8g28| 624| 251 391 | 974 714 19“@ 252
1% 32 10352 786 327 345 1294 92k 2085 | 309

264| 112 5 126 | 44| 288 927 96
vz jﬁi; ;g?g 257| 102 177 | 41 327 695 | 105
Aug 3729] 268] 107 150 | 434 292 689 | 113

b fct seasonally adjusted
k Includes Morth Sea production installations




EXPORTS BY COMMODITY: VOLUME INDICES TABLE 10
{(Overseas trade statistics basis)

Ind.cea 1975 = 100
Seasonally adjusted

Manufactures

Machinery and transport
equipsent k 1

Foad Other
Machin-| wehi- f——
ery cles factures

Fle
sITC (REV 2} 5-8 1 mn-T7 g5 est gf f

Weights 28 B2y 7 286 52 %

1977 126 165 | 118 | 106 | 102 141 116 | 120
1978 132 | 134 209 120 105 101 1 155 3 1o b0 B B B

1978 Q1 121.2 | 136|120 179 | 119 | 103 99 145 115 | 119
Qe 122.2 | 133|137 | 204 | 119 | 107 | 101 153 | 116 | 113
Q3 126.0 | 130| 138 229 | 121 | 105 | 102 | 1 157 115 | 116

Qb 126.8 | 130 142 22k | 122 | 104 | 102 163 121 | 120

1979 Q1 112.7 110 | 122 247 | 107 %0 85 g5 | 138 100 | 103
Q2 133.4 | 136 | 150 2771 127 | 111 | 108 | 122 | 1M 127 | 125

1979 June 138.6 | 135 154 282 1335 | 107 | 104 114 167 119 | 126 | 181
July 133.2 140 277 | 127 | M3 | 106 | 118 | 155 135 | 125 | 145

130
Aug 132.1 | 138 | 145 255 | 127 | 111 | 108 | 112 | 162 118 | 124 | 141

k locludes Borth Sea production installations 1 Indices for other transport equipesent SITC(REVZ)TY miw not separately avallatls

EXPORTS BY COMMODITY: UNIT VALUE INDICES TABLE 11

Indices 1975 = 100
(Overseas trade statistics basis) Mot scasonally sdjusted

Manufactures

Machinery and transport
Food equipment 1

ages Basic Road Other
and mALeT- Machin= wehi- BANU-
Total ials Total ery cles factures

Reat of &
SITC (REV 2) 0D=-9 O+l 24+h 3 5=-8 T -7 78 ! + 8

1977 142.6 | 137 14k 150 143 | 149 | 148 13 142
1978 155.4 | 150 | 140 o | 157 | 165 | 165 | 163 159

1978 Q1 149.7 | 143 | 135 141 | 151 | 160 | 159 149
Q2 153.3 | 150 | 141 1wo | 154 | 161 | 161 160
L 157.4 | 154 | 142 128 | 159 | 167 | 167 161
Qb 161.% | 153 | 142 129 | 163 | 173 | 171 168

1979 Q1 166.1 | 154 | 153 161 168 | 177 | 175 171
Q2 170.0 | 157 | 164 197 170 | 178 174 170

1979 June 171.3 | 159 | 166 201 | 171 | 179 | 175 171
July 173.9 | 161 | 169 217 | 173 | .182 | 176 172
Aug 174.5| 157 | 166 | 227 | 174 | 182 | 176 171

1 Indices for other transport equipment 3ITC (REVZ)TY are not separately available
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IMPORTS BY AREA TABLE 12

(Overseas trade statistics basis) = -
f million c.i.fl

Seasonally adjusted

Developed countries Developing countries

Centrally
Rest of 0il planned

¥ Burope exporting economies
eountries

1977 3 5576 | L4o48 2698 | 8162 | 2800 4362 1371
1978 £991 5341 2834 | 7855 | 3470 4385 1300

1978 @1 1513 | 1303 729 | 1960 911 1049 319
Qe 2011 | 1374 g2 | 1822 791 1032 306
Q3 1747 | 1305 765 | 2128 957 1171 314
Qb 1720 | 1360 679 | 1944 811 1133 361

1979 Q1 1815 | 1279 705 | 1821 703 1118 359
Q2 2018 | 1401 693 | 2036 722 1315 367

1979 June B84 La7 234 661 232 L2g 92
July 710 537 270 659 253 Lig 110
Aug 663 571 217 765 278 LA7 114

IMPORTS BY COMMODITY TABLE 13
(Overseas trade statistics basis)

£ million c.i.f
Eeasonally adjusted

Industrial materials Finished manufsctures E

Food Machinery and transport k
L eQuipment

ages { Road Uther
and Mach | veni- [Senspay
tobacco Total T inery eles J o

ettt =9 on 3 [2,5.6 T-77 | 18 79

1977 36978 | 5937|5255 [13484 5295 [ 2134] 1355
1978 L0969 | 6142|4831 4931 6338 | 2795| 1548

1978 Q1 9846 | 1515|1249 [3560 1451 670] 305
Q2 10221 | 1544|1089 [3566 1571 711 762
Q3 10475 | 1582| 1246 3870 1601 727| 226
Ql 10427 | 1501 1247 [3935 1714 | 688 255

1979 Q1 10655 1512| 1158 |3884 1652| 873 278
Q2 12035 1744 13517 4541 1740| 1105 380

1979 June 4137| skol 443 1691 569] 334 112
July Loes| 5971 447 1514 638| 287 138
Aug bils| sl 531 [4b7 16 617| 323 16k

B Bot seasonally sdjusted

E Includes North Ses productios installstions




DERIVATION OF THE VISIBLE TRADE FIGURES TABLE 18
ON A BALANCE OF PAYMENTS BASIS
£ million

Exports Imports

Recorded Seasonally adjusted Recorded Seasonally adjusted

Overseas Overseas . Balance | Overseas | Overseas Adjustments to BOP basis Balance
Valuation
trade trade W of trade trade af
statistics |statistics T g payments | statisties |statistics
basis basis 58 basis * basis basis

{fob) (fob) adjustments {fob) (eif) (eif)

Valuation Coverage payments

adjustments | adjustments basis *
(fob)

33331 33331 1183 72148 36978 36978 2089 997 33892
27363 37363 1931 35432 Logeg LO9ARg 2202 2160 36607

BLE9 8288 367 7921 9762 9609 573 336 8700
Bhgp 8803 272 8531 Bod0D 9243 507 202 B53L
8555 8485 309 8176 90 L4k 8982 453 337 8192
8756 8881 L73 BLOB 9791 9846 523 19 9004
9626 9107 254 8753 10616 10221 543 752 8926
9051 9545 Lak 9051 9995 10475 582 L7s 9418
9930 9830 610 9220 10567 10427 e i 61L 9259
9072 8928 5328 BLOO 10837 10655 558 526 10000
11069 10852 261 10500 12106 12035 A5k 729 11600

3059 3011 201 2800 2hak 7290 171 183 2900
Feb 2536 2718 155 2600 3451 2680 193 156 TZ00
Mar 3477 3199 184 3000 3962 3685 194 187 3700
Apr 3321 3417 142 3600 3788 3963 222 139 3900
May 3749 3569 132 3500 4105 3935 220 93 3900
June %999 3866 87 3400 4213 4137 212 97 3800
July 3753 3718 124 3600 L186 LO63 224 65 2600
Aug 3508 3729 151 3600 3859 4145 222 218 3700

*The balance of payments figures include, in addition to the valuation and coverage adjustments, certain adjustments to compensate

for distortions in the recording of the figures (see Note 2). Because of the approximate nature of these adjustments, figures
for 1979 are given to the nearest £100 million.




EXPORTS1 VALDUE AND VOLUME INDICES EXCLUDING THE MORE ERRATIC ITEMS TAEL’

{OVERSEAS TRADE STATISTICS BASIS)
Seasonally sdjusted

Manufactures

3 Machinery and - other

Total J Total ? n
transport equipment manufactures

Value Volume Index Yalue Volume Index Value Volume Index Value Volume Index
L million 1975 = 100 | € million] 1975 = 100 L million 1975 = 100 L million 1975 = 100

92] 744 2]

1977 29923 116.3 23705 115 11241
1978 33460 | 123.1  |26082 118 12371

1978 Q1 7972 119.6 63504 117 2968
Q2 Bogs 120.8 6296 116 3072
Q3 B6Lk 126.1 6702 121 3145
748 125.7 6780 120

7855 109.8 5956 103
9885 134 .0 512 127

June 2277 1%31.0 2457 124
July 3390 133.2 2541 126
Aug 3418 132.2 2537 127

Excluding ships, Morth Sea production installations, aircraft and precious stones.
2 Excluding ships, North Ses production installations and sircraft
n Excluding precious stones

IMPORTS: VALUE AND VOLUME INDICES EXCLUDING THE MORE ERRATIC ITEMS TABLE 17

(OVERSEAS TRADE STATISTICS BASIS) Seasonally adjusted

Industrial Materials Finished manufsctures

Total " Other semi- Total ©

menufactures » transport equipsent

Machinery and

Volume Value Volime Value Vol ume Value Value Volume

Index | million| Index |g million| Index £ million £ million | Index

1975100 18975=100 1975=100 197%=100
932 W06 158 17%

3%851 107.3] 11693 | 114 5662 109 10461 . [N 126
39105 | 115.6| 12587 | 126 BLOB 121 12082 g162 142

Q1 2019 | 115.1] 3030 | 123 1540 120 2979 135 2129 138
Q2 8980 | 111.5| 3081 | 124 1559 118 200 = 2288 142
Q3 9576 | 118.6] 3191 | 127 1663 125 3329 2334 14y
Qhs 9531 | 117.3]| 3285 | 130 1644 121 3474 2411 146

5 Q1 9705 | 116.3| 3205 | 125 1654 118 7568 2532 150
Q2 11080 | 130.7| 3963 | 150 2028 2 3955 2B48 173

June 3569 | 127.0| 1235 | 142 653 134 1289 90k 168
July 395 15535 1AL | 151 680 143 1327 926 179
Aug 3809 | 134.5]| 1274 | 14s % 135 1351 941 133

d Excluding ships, North Ses production installations, aircraft and preciocus stones
& Excluding ships, Morth Ses production installations and aircraft
n Excluding precious stones 15




IMPORTS BY COMMODITY: VOLUME INDICES TABLE 14

{Overseas trade statistics basis) Indices 1375 = 100
Beasonally adjusted

Industrial materials Finished manufactures k

Machinery and transport
equipsent k 1

Aoad
Total Machinery|vehiclen

BITCIREVZ) 2,5,5,6

Weights

1977
1978

5

S Y s
ek
£

1978 Q1
Q3
Qh
Q1
Q2

"
MO
%

[ ol =
1.-*.-*
et
140

176

209

= .
+ Mg

oo =~J 0o=3\n
.
0 =]
~] =3 CODO=~] OO
™

"
WO =
=3 O

bW =
"

. TR

1 216
125 4 :jrf

147 134 | 193

™

June 55 03
July 33.! 12
Aug A5 106

=] =]
=

y B otd in ti 1 Indices for other transport irmant 5ITC (REVZ)TS
k Includes Borth Bea production installations aTe DOt separstely avel “h-qu pRarn

IMPORTS BY COMMODITY: UNIT VALUE II..'E.-ICE.':Z
(Overseas trade statistics basis)

Industrial materials Pimished manufactures

Machinery and transport
equipment ]

Food Cther
beverages Bemi

and Bany-
tobaceco ials factures I 1 Machinery

-9 O+l 3 24k & T+8 TL-TT

4
=h

R P |

145 | 1: 140
132| 1 143

-
£

145.3

1404
10k, 9
146.7
‘{' ':.'.'.}_{J

@1 1535.0
I;:E 156,1

130 o | 140
131 L 147
134 : 151

134 4 158

e el e
N
[ BN R
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NITED EINGDOM BALANCE OF PAYMENTS
IN THE SECOND QUARTER OF 1979

SUMMARY

Despite a substantial current account deficit for the second quarter running,
the inflows on capital account, reflecting confidence in sterling, led to a surplus

of £758 million on current and capital accounts combined in the second quarter of
1975, '

The current account for the first two quarters shows a total deficit of some
£2% billion after seasonal adjustment. The figures of visible trade, which
incorporate rough adjustments to allow for disruptions to the flow of information

on which they are based, show exports down by 2 per cent in volume compared with
the second half of 1978, and imports up by 11 per cemt.

The information so far available about invisibles in the second quarter of
1979 points to a balance on all transactions, following a surplus of L439 million
in the first quarter. In the second quarter the £889 million surplus of the private
sector and public corporations (excluding transfers) matched exactly the deficit om
government %‘ransactions and private itransfers. The deterioration has occurred
prizasily in the balance cn interest, profits and dividends, Overseas oil companies'
profits in the United Xingdom, already well up in the first gquarter, increased by
about £140 million more than the overseas profits of UK oil companies. Zarnings on

Enquiries: Balance of payments figures: Central Statistical Office 01-233 7489/46187
Economic Policy aspects: HM Treasury 01=233 3415

prepared by the Government Statistical Service @




foreign companies"' investment in other industries increased by £150 million with .

the higher level of economic activity generally in the second quarter following
the relatively low first quarter figures which were affected by the road haulage I
dispute. Earnings from UK direct investment overseas fell slightly. Interest
payments on government borrowing were also up. Higher net contributiomns to the
EEC accounted for most of the increase of about £60 million in the deficit on
transfers. The balance on services also fell slightly. It is possible however
that these results will be modified substantially as further information is

recaived,

In contrast with the current account, the capital account showed a large
surplus of £1,761 million (including unidentified transactions) following a
surplus now put at £1,926 million in the previous quarter. The net inflow into
sterling deposits and Treasury bills continued as the favourable market view
towards sterling prevailed during much of the cuarter. Provisional estimates
of private investment transactions show an unusually low level of UK private
investment overseas during the second quarter and much higher overseas investment

in the UK private sector.

With the surplus on capital account again more than sufficient to finance
the current account deficit, there was a surplus for official financing of
£758 million. There were further repayments of debt including a large early
repayment to the IMF. In addition substantial repayments of public sector
borrowing under the exchange cover scheme have also been made ahead of schedule
and, in total, repayments have exceeded new borrowings by £170 million. There
was an inflow to the official reserves of £56 million.




DETAIL

VISISLE TRADE (seasonally adjusted)

The approximate nature of the adjustments which have been made to compensate
for the disruption to the flow of trade information caused by selective industrial
action in EM Customs and the National Data Processing Service has meant that the
published data for the first half of 1979 are less precise than is normally the
case, The figures quoted in this article and the appendix tables are the best
estimates of actual trade flows in each quartar{1}, but because of their relative
inaccuracy have been rounded to the nearest £100 million. The path of wvisible trade
itself has been distorted by the effects of the road haulage dispute; of the
deficit of £1% billion in the first quarter, something approaching cne=half may
be attributable to the dispute. A compensating positive effect of similar
zagnitude, as earlier losses were made up, is likely to have occurred in the second
quarter, although some exports were probably lost permanently. Comparisons of
imports and exports in this article have therefore been restricted largely to those
between the first half of 1979 as a whole and the second half of 1978. The increase
of over £2 billion in the wisible deficit between the two periods was largely due
4o a rapid increase in imports, but also reflected a small drop in the volume of
exports.

Bxports of goods, £18.9 billion in the first half of 1979, were 3% per cent
more in walue than in the previous half year, but 2 per cent down in volume.
Exports of fuels rose sharply (by 37 per cent in wvalue and by 16 per cent in
volume)., BSxports to Iran and Nigeria, two of Britain's more important markets
outside the Buropean Community, were only one=third of the near £1 billion recorded
in the second half of 1978.

The road haulage dispute does not appear to have caused any permanent loss
of imports. Indeed, imports in the first six months of 1979, at £21.3 billion,
were nearly £3 billion higher in value and over 11 per cent higher in volume
than in the previous six momths. Although because of the document delays accuraie
commodity analysis of imports is not yet available, imports of road vehicles,
which were low %towards the end of last year, rose by over a third between the
two half years. In contrast over the same period the volume of imporis of fuels

fell by over 8 per cent.

(1) 1In particular, the £400 million of imports in the first quarter which were
excluded from the previous article are now included in the first quarter figures.




In the first half of 1979 the export urit value index rose by 5% per cen-r..'
from its level in the second half of last year, reflecting increases widely
spread over commodity groups; the largest increase was in fuels. On the same
comparison the import unit wvalue index rose by 4 per cent; again the largest
increase was in fuels, but with little change in the prices of finished manu-

factures, As a result of these movements the terms of trade rose by nearly
14 per cent.

INVISIBLES (seasonally adjusted)

Total credits in the second quarter of 1979-are estimated at £4,986 million,
precisely the same as total debits. The zero balance compares with the previous
quarter's surplus which has now been revised upwards to £439 million. The deficit
on government transactions increased by £109 million to £841 million and the
surplus on the transactions of the private sector and public corporations (excluding
transfers) fell by £343 million to £889 million,

(1) Services (see table C)

Both earnings from and payments for sea transport services increased
sharply after remaining stable for several quarters. In the dry carsoe account,
freight earnings on exports and cross=trades moved up reflecting a higher volume

of UK exports and an iﬁcraasa in world shipping activity. Time charter receipts

recovered, reflecting a steep rise in rates, and overseas operators' expenditure
on bunkers again rose sharply reflecting the increase in the price of bunker fuel.
Most of the increase in debits was in freight payments to overseas operators which
were £48 million higher at £344 million; this is a reflection of the high volume
of imports in the second quarter rather than a fall in the market share of UK
operators. There was also an increase of £23 million in UK operators' overseas

expenditure on bunkers and other items.

Earnings on tanker operations continued to recover from last year's low levels
and reached £348 million. Freight earnings increased by £26 million to £283 million
reflecting better trading conditions and a fall in the nusber of tankers laid-up.
Payments were £332 million, slightly higher than in the first quarter. Expenditure
on bunkers raised overseas increased by £15 million to £80 million, reflecting the
higher price of fuel, and voyage charter payments were also higher.

Civil aviation credits were L3159 million, slightly higher than in the
previous quarter; UK airlines earned £250 million overseas and foreign airlines
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. spent L£109 million in the United Kingdom. The earnings of UK airlines have
been affected by the fall in the sterling value of tickets sold overseas though
the number of passengers carried has continued to increasa.

Civil aviation debits amounted to £336 million of which overseas airlines'
reverue from UK residents was £154 million and expenditure overseas by UK air-
lines was £182 million. These figures represent little change from the previous
quarter's figures but are much higher than the quarterly average for 1978. The
increase since last year reflects a higher level of overseas travel by UK
residents and the higher cost of fuel.

Barnings from travel are provisionally esiimated to be ££65 million, an
increase of £36 million over the previous quarter when the number of visitors
was depressed by the poor waﬁthar conditions. In the second quarter UK residents
travelled overseas in greater rmumbers and, on average, spent over 20 per cent
more money per visit than during the same quarter of 1978. Total expenditure
was L£526 million, an increase of £47 million on the previous quarter. On these
provisiopal figures, the balance on travel shows a further small decline +o
£140 million from the average level of nearly £240 million in 1978.

Sarnings from fipancial services were L£349 million, lower than in recent
quarters. Insurance earnings were very high in the first gquarter of 1979 but
have now fallen back to a more normal level; this accounts for most of +he fall
in earnings from financial services.

Barnings from other services have been buoyant of late and are estimated
at £894 million in the second quarter., The increase of £15 million was spread
widely over all categories of earnings., Other services debits fell slightly
to £500 million. Payments for services commected with the development of oil
and gas resources ars thought to have fallen from the previous quarter'"s relatively
high figure while other payments have generally increased.

Compared with the previous quarter, total services receipts were about
4 per cent higher at current prices but actually fell in wolume terms while prices
increased by nearly 5 per cemt. On the other hand, the price irdex of imported
services was only 1 per cent higher as favourable exchange rate movements offset
increases in other countries' prices. Imports of services at current prices wers
6 per cent higher and at constant prices 5 per cent higher.




(i1) Interest, profits and dividends (see table D)

The net earnings from interest, profits and dividends (IFD) deteriorated

sharply and the account moved into deficit in the second quarter following the
£266 million surplus in the first quarter. This is the first quarterly deficit
to have been recorded and largely reflects changes in overseas companies'! profits
due abroad on oil and other direct investment.

About E140 million of the deterioration between the first and second quarters
of 1979 was attributable to oil companies' activities, for which a substantial
net deficit was recorded in the second quarter instead of the usual surplus.

UK oil companies' earnings on their overseas investments rose further in the
second quarter following a large increase in the first quarter. The high level
continued to reflect increased margins, especially in Europe, together with

stock appreciation. On the debits side, however, earnings of overseas oil com-
panies on their UK investments rose by an exceptionally large amount (approaching
£190 million) to total £460 million. There was a strong increase in profits from
North Sea oil activities, reflecting both rising production and the increase in
0il prices, and also a large rise in profits from onshore activities. This on-
shore increase probably stemmed from higher investment (eg in refineries) as well
as some increase in margins in the United Kingdom similar to that experienced

by UK companies operating elsewhere in Burope.

Estimates of earnings on direct investment = both credits and debits = are,

as usual, rather tentative. Credits, ie sarnings from UK direct investment over-
seas, have alternated between about £610 million and £640 million in successive
quarters since early last year and in the second quarter of 1979 fell to about

the middle of this range. Possible contributory factors to the latest drop may
be the strength of sterling in the second quarter and also the lack of growth in
world activity. On the other hand earnings on overseas direct invesiment in the
United Xingdom rose strongly in the second quarter, by abcut £150 million,
suggesting a recovery from the effects of the road haulage dispute in the first
quarter of 1979 and also reflecting the increase in sales of many goods in advance
of the introduction of the higher rate of VAT announced in the June budget. MNost

of the second quarter increase in profits was retained in the United Kingdom.

Among other credits, the only substantial change in the second quarter was
a further rise in earnings on the United Kingdom'"s official reserves. (The level




of the reserves themselves has been rising since the beginning of the year and
interest rates have remained high.) UK banks' net earnings from eurocurrency
operations were almost unchanged at a fairly low level in the second guarter
following the sharp drop from the very high level in the third and fourth quarters
of last year., As noted last quarter, the fall then may have been an indica=—
tion of a squeeze on margins.,

Portfolio earnings due abroad changed little in the second quarter remaining
less than on average last year. Other increases in IPD debits included = in the
general government sector — interest payments on borrowing in the eurccurrency
market and = in the private sector = interest payable on sterling current and
deposit accounts with UK banks. The latter rose very rapidly in the first half
of 1979 as interest rates rose strongly and in the second quarter were more than
double the figure of a year earlier.

(iii) Transfers (see table E)

Government transfer debits in total increased from £554 milliom to
£650 million. Contributions to the Buropean Commmunities were £72 million higher
at £410 million. This coincides with a further phasing out of the con=
cession whereby the United Kingdom is not regquired to contribute to the
Commmnities' budget on the same basis as the original member states until
1980. GCovernment transfer credits from the European Communities increased
by £20 million to £124 million. Agricultural receipts were £107 million, an
increase of £38 million on the previous quarter's figure which was unusually
depressed because industrial action in the United Kingdom delayed payment.
Receipts from the Social Fund and the Regional Development Fund were lower
at £3 million and £14 million respectively.

Economic aid from the United Kingdom in the form of bilateral grants
totalled £117 million compared with the previous quarter's rather low figure
of £94 million. Subscriptions to intermational organisations were £88 million
which is above the quarterly average for 1978 and reflects a higher level of
development aid chammeled through these bodies and, in particular, through the
Suropean Development Fund.

Private transfers credits, at £157 million, were slightly lower than the

previous quarter's figure as movements in exchange rates lowered the sterling




value of remittances from overseas. Private transfers debits fell from

£220 million to £205 million. The effect of the 1977 exchange contrcl relax—
ation on emigrants transfers has now worn off and they have fallen from last
year's level but cash gifts made during the first half of 1979 were 40 per
cent higher than in the corresponding period last year.

INVESTMENT AND OTHER CAPITAL TRANSACTIONS

There was an identified net inflow of nearly £1,600 million in the second
quarter following an inflow of nearly £1,000 million in the first quarter. In
both quarters demand for sterling was strong, particularly againat the dollar.
(The relaxation of some exchange controls on the financing of outward direct
investment, remisaion of profits to the United Kingdom and the use of sterling
by UK merchants to finance third-country trade — anncunced in the budget on
June 12 = would have been too late in the quarter to have had any discernible
effect on capital movements,)

There were a number of substantial capital movements in the second quarter,

though not all tending to increase the net inflow. Overseas investiment in the UK

private sector nearly doubled to cver £1,300 million. Part of this rise was in

the form of borrowing from overseas banks for investment cutside the United
Kingdom, including borrowing associated with the acquisition by UK banks of
banks in the USA., Inward direct investment rose by about £230 million and, at
nearly £500 million in the second guarter, was well above average over the past
year; unremitted profits also rose substantially, by nearly £150 million.
Overseas oil companies' investment increased by over £230 million, largely a
reflection of higher investment in onshore activities, including increases in
refining capacity. A large part of the investment was financed by substantially
increased unremitted profits; the oil companies retained a greater share of
their very large second quarter profits in the Urited Kingdom. Overseas port-
folio investment in UK company securities rose by about £130 million to

£172 million in the second quarter, partly reflecting the attractiveness of
sterling.

Overseas investment in the UK public sector, at under £70 million in the

second quarter, was much smaller than in the first quarter when there had been
a very large inflow of over £250 million into gilts.




UK private investment overseas was alsc much lower than in the first

quarter; there was a net outflow of about £800 million following one of nearly
£1,400 million. The main reason for the changes was net disinvestment by UK
cil companies in the later period reflected in a rise in the companies' US
dollar deposits with UK banks. There was also net portfolio disinvesiment of
nearly £L100 million following fairly substantial net investment averaging about
£250 million a quarter since the beginning of 1978. There was a

seasconally low net outflow associated with certain overseas insurance business,
The only major component of outward invesiment which increased in the second
quarter was direct investment, but the increase of some £330 million was more
than accounted for by the acquisition of three US banks which involved about
£500 million.

The take-overs of US banks were the main factor giving rise to an increased
net inflow from UK banks' overseas currency borrowing and lending to finance UK
investment overseas. The rest of the banks' operatiom in foreign currencies
resulted in a much smaller net inflow in the second quarter, only about
£100 million compared with some £7560 million in the first quarter when thers
had been considerable switching into sterling.

There was little change in other countries' holdings of exchange reserves
in sterlinz in the form of British government stocks after the marked outflow
of £126 million in the first quarter. Other changes in holdings of exchange
reserves in sterling resulted in an inflow of £87 million, much smaller than
last quarter's inflow of £267 million. Private sterling holdings increased
substantially again, by £347 million,

Transactions in unrelated trade credit in the second quarter saw an inflow
of some L£40 million on account of imports and an outflow of some E£150 million
on account of exports, This compares with outflows on both imports and exports
in the first quarter which together totalled nearly £220 million.

Among other short—term transactions, the main contribution to the increased
inflow, totalling over L£300 million in the second quarter, came from larger
net repayments to UK banks of sterling claims and a reduction in oil companies'
liabilities.




OFFICIAL FINANCING

In the second quarter there were further repayments of debt which would
otherwise have fallen due for repayment during the period up to 1984.
£483 million (#1004 million) of drawings under the standby credit were repaid
early to the IMF and £39 million [ﬁ31 million) was repaid on schedule in
respect of drawings on the IMF's oil facility. Repayments of foreign currency
borrowing by public bodies under the exchange cover scheme exceeded new
borrowing by £170 million and included repayments ahead of schedule by the
Electricity Council and the GLC totalling SEEG million (£163 million), These
repayments offset most of the net surplus of £758 million on current and
capital accounts combined and official reserves rose by £66 million.

At the end of the second quarter the level of official reserves stood
at ﬁ?E,GTG million {ETG,153 million at the closing market rate on 29 June)
compared withﬁb1,94?millinn at the end of March.

EXCHANGE RATE

At the begimning of the quarter, sterling's effective exchange rate was
66.4 and the dollar rate 2.0733. Upward pressure on sterling remained strong,
particularly at the begimning and end of the quarter, and despite the intervention
of the authorities to moderate the upward movement in the exchange rate, sterling
closed the quarter at 69.5 and #2.1715. This closing dollar rate was the
highest for over 4 years and the effective rate the highest since the new index
was introduced in 1977.

The average dollar rate was 2.0811 compared with 2.0160 in the previocus
quarter. The effective rate rose from £3.9 in the first quarter to A7.4 in
the second quarter (21 December 1971 = 100).

UK CONTINENTAL SHELF OIL AND GAS PROGRAMME

North Bea o0il production continmued to increase strongly in the second
quarter, particularly from the Ninian field, and, with higher oil prices as
well, the value of 0il sales was over 30 per cent higher than in the first
quarter. This rise more than offset the seasonal fall in gas production and
the combined walue of oil and gas sales is provisionally estimated to have
been approaching £1,430 million.

Overseas oil companies' profits due abroad also continued to rise with
production, amounting to £295 million in the second gquarter compared with

£100 million a year earlier. Changes in the other current account entries
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were largely seasonal. The value of imported gvods for use in the Continsental
Shelf programme was almost unchanged at a low level in the second quarter;
more generally, imports have _allen back quite sharply since 1977. Imporis

of services have tended to stabilise recently somewhat below the 1377 level:

although there was some seasonal increase in the second quarter when work being

carried out in France on the Texaco Tartan field platform was completed.

Net capital inflows associated with the UK Continental Shelf amounted %o
£111 milliom in the second quarter, only about half the inflow in the first
quarter. There was a marked change in the composition of this investment.
Overseas investment partly recovered from the rather sharp drop experienced
in the first quarter, much of the increase stemming from higher profits
retained in the United Kingdom. On the other hand, there was a small net
outflow associated with net borrowing in foreignm currency from UK banks
following an inflow of £128 million in the first quarter to finance development
of the Tartan field by Texaco.

REVISIONS

Figures for years prior to 1979 correspond with those published in United
Kingdom Balance of Payments 1979 Bdition (Pink Book) on 3 September.

Por the first quarter of 1979, the estimated surplus on invisibles, on
a seasonally adjusted basis, has been increased from £3%4 million %o £439 million.
The monthly balance of payments press notices have jincluded a projection of
£330 million for the second quarter of 197%. In the provisional estimates now
made of invisibles, credits and debits are precisely the same gize giving a zero
balance. As a result of these changes to the invisibles balances, the deficit
on current account for the first half of 1979 is now put at nearly £2.3 billiom,
compared with the deficit of £1.9 billion published on 20 August in the monthly

press notice.




SUMMARY BALANCE OF PAYMENTS

Emilllen

1978 1979

2nd qtr  3rd qtr  4th qtr  1st qtr  2nd qtr

Vislble trade (balance) (1)

Invisibles [balance):
Services
Interest,profits and dividends
Transfers
Total

Current balance

Current balance
Investment and other capltal transactlons
Balancling ltem

Balance for officlial financing

Allocation of SOR's
Official financing

Officlal reserves (drawings on,+:
additions to,-
Other official flnancing

Seasonal ly adjusted
-367 -39

+897 +920
+280 +161
=511 -428
+666 +653

+299 +614

seasonally adjusted

+441 +596
-188 -778
43 +167

+210 -15

-9588
+2227

+2329 +46 +2026 =54 +311 -955 -66
-1203 -219 -532 =156 -296 +735 ~692

1. Because of the approximate nature of the adjustments which have been made to compensate for the disruption to the flow of
trade information [sce text) the current estimates of the visible trade statistics for 1979 are less accurate than
usual. Accordingly the estimates In the above table have been rounded to the nearest £100 million.




CURRENT ACCOUNT
Seasonally adjusted

TABLE B

£ million

1978

1979

1977
2nd qtr 3rd qtr

Ist gtr 2nd qtr

Credits

Exports of goods (1)
Invisibles

Total

Debits

Imports of goods (1) 9004
Invisibles 3942

Total 12946

Balances

Visible trade (1) =1744 -1175 -596 -173 -367
Invisibles +2037 +2207 +346 +5412 +666
of which:

Private sector and public corporations:
services and |.P.D. +4611 +5278 +1194 +1268 +1475

-39 -1600 =-1100
+653 +439 =

+1341 +1232 +889

Current balance ; +293 +1032 =250 +369 +299

+614 -1161 -1100

1. Because of the approximate nature of the adjustments which have been made to compensate for
trade information (see text) the current estimates of the visible trade statistics for 1979
Accordingly the estimates in the above table have been rounded to the nearest £100 million.

the disruption to the flow of
are less accurate than usual.




SERVICES
Scasonally adjusted

Emilllon

1978

1979

2nd qtr

3rd qtr

1st qtr

Credits

Private sector and public corporations
Sea transport
Civil aviation
Travel
Financlal services
Other services
Total

General government
EEC institutions
Other
Toatal

Total credits

Debits

Private sector and public corporations
Sea transport
Civil aviatlon
Travel
Other services
Total

General government

Total deblts

Balance

2nd qtr




INTEREST, PROFITS AND DIVIDENDS
Seasonally adjusted Emillion

1978 1979
1st qtr 2nd qtr 3rd qtr qtr 2nd qtr

1977 1978

Credits

Earnings on -
Direct Investment (1) 5T 615
Portfolio investment t ] 67 73
Export credit and sterling

lending by UK banks : 114 136
UK banks borrowing and lending In ofs

currencies 48 68

Other (including oil companies) ; 322 373

Total credits 1122 1265

of which:
Private sector and public corporations 929 1057
General government 193 208

Debits

Earnings on =
Direct investment (1) 1414
Portfolio investment 521
External sterling liabilities 472
Overseas currency borrowing h;
%cncral government (2) 4212
Foreign oil companies! investment in UK 477
Other 457

Total debits ' 3763

of which:
Private sector and public corporations 2664 689 6N 876 880
303 299 n

General government 1099 309

Balance +201 +124 +271 +280 +161 +266

1. Earnings on direct investment exclude the uarninﬁt of oil companies.
2. Excluding foreign currency issues but including loans raised by all public bodies under the exchange cover schm.




TRANSFERS
Seasonally adjusted

£ million

1978

1979

1st qtr

st qtr

Credits

Private

General government
EEC instltutions

Total credits

Debits

Private
General government

Economic grants

Contr ibutions to EEC

Contributions and subscriptions to other

international organisations
Other transfers

Total
Total debits

Balance

2nd qtr




VOLUME AND UNIT VALUE INDICES
Table F 1975=100

1578 1979
1st qtr 2nd qtr 3rd qtr 4th qtr 1st qtr 2nd qtr

1977 1978

Seasonally adjusted
Volume indices (1)

Exports goods (3)
Exports of services
Exports of goods and services

JAmports of goods (3)
Imports of services . . ’
Imports of goods and services .

Not seasonally adjusted
Unit value indices

Exports of goods . . 65.
Imports of goods . 53.
Terms of trade(2) 07.

Implied price indices

Exports of services 135.5 144.6 138.4 145.2 146.7 153.3 160.5
Imports of services 141.6 146.8 142.4 147.6 147.8 A 152.1 154.0

1 . The problems of Eraducing these estimates and the methods employed are described on pages 34 and 35 of

tUnited Kingdom Balance of Payments 1979 Edition'.
2 . Export unit value index as a percentage of the import unit value index.
3 . Because of the a?pruxlmatc nature of the adjustments which have been made to compensate for the dis-
ruption to the flow of trade information (see ttxl} the current estimates of the trade statistics have
m

been less accurate than usual. Accordingly the estimates In the above tables have been rounded to
the nearest whole number.




. INVESTMENT AND OTHER CAPITAL TRANSACT IONS
Table G Mot seasonally adjusted Emillio

1978 1979
1st qtr  2nd gtr  3rd gtr 1st gtr  2nd qtr

1977 1978

Investment and other capltal transactlons ;
Officlal long-term capltal -319 -348 =24 -7 -18

Overscas Investment In UK public sector
British government stocks (1) +979 +15 +51 -34 +264
Other +1203 -96 -54 +19 -38
Oversecas Investment In UK private sector +3067 +27170 +1057 +462 +671
UK private Investment overscas -2222 -4087 -B19 =172 -1387

Overseas :urrcncr borrowing or lending(net)by UK banks(2): : :
Borrowlng to finance UK Tnvuln.ent overseas : +520 +B35 +140 +340 +185
Other borrowling or lending(net)(3) ] -136 -1354 -25 -1295 +756

Exchange reserves in sterling(4):
British government stocks +5 -115 -34 -20 -34 ‘=126
Banking and money market llabilitles ! -24 -4 +194 =211 +413 +267
Other banking and money market llabllitlies In sterling +1481 +301 ‘—62 -152 +159 +474

Import crediu(5 +351 : +243 +141 +97 -88 =75
Export credit{5)#* -613 685 =251 - -3N =17 -142
Other short-term transactlions® +114 406 250 -85 +119 +152

Total investment and other capltal transactlons +4406 =2931 : +64 -2029 -188 +983
#of which, UK banks' external sterling clalms =520 -869 =115 357 -78 =99 +81

Holdings of British government stocks by non-residents other than overseas mo netary authorities, which are Included as exchange

reserves In sterling.

Borrowing or lending(net) by banks and certaln other financlal institutions.
Excluding changes in levels resulting from changes In sterling valuation; see note on pages 48 and 71 of 'UK Balanc of Payments

1979 Edition',

Sterling reserves of overseas countries and International organlsations , other than the IMF, as reported by banks, etc. In the LK.
Excluding trade credit between 'related' firms, after deduct nﬁ advance and progress payments to suppliers. MNet credit extended by UK
merchants on third-country trade Is Included wlthin export credit.,




OFFICIAL FINANC ING
Mot seasonally adjusted £ milllon

1978 1979
18t gir 2nd qir ird gtr 4th qtr Ist gtr Ind qtr

1577 1978

Officlal financing transactions(1])

MHet transactlons wilth:
IMF

1113 -1016 - -505 485 - =512

Other monetary authorlities
Farelgn currency borrowing: :
By IM Government|2) +871 +131 - +191 e - -
By public bodies wnder exchange cover scheme +2143 -378 =219 =118 +189 +715 =170
Official reserves(drawings on,+:2dditlons te,-) -9588 +2319 +46 +2026 +311 =955 56

Total official financing i =7361 +1126 =173 +1494 +15 -880 =158

Officlal financing liabllltles & officlal reserves
T JEnd ol pericd TeveldJ[3]

Borrowlng from:

1M 2100 1055 2163 1671 1551 1055 1113 5517

Other monetary authoritlies - = = < = 2 i =
Other forelgn currency boerrowing:

y HM Gover nment 1085 2131 2148 2338 2204 2131 2105 2003
By public bodies wnder exchange cover scheme 5219 4579 5146 4961 4554 4579 4791 4396 -

Total official financing llablilitles 9404 1765 94517 8970 8309 1765 B0O9 6956
Officlal reserves 10715 1689 I 10910 BE9 B165 7689 10620 10163

«» Walued in sterling at market-related rates of exchange.

« Drawings on curo-dollar facilitles arranged with UK clearing banks and a 350 milllon dollar bond Issue In Mew York.

» From March 1979,gold holdings ,Special Drawing Rights and non-dollar currencles have been revalued.On the old basis the level
nilﬁm efficlal reserves at end March 1979 was £8,446 mlillon and of the total officlal flnanclag llablilitles was E7731
m an.




INWARD AND OUTWARD INVESTMENT(1)-UK PRIVATE SECTOR

Mot seasonally adjusted £million

1978 : 1979

1977 1978

1st qtr 2nd qtr Ird qtr st gtr 2nd qtr

Overseas Investment In UK private sector

Direct:

Unremitted proflts(2) +827
Other +430

Investment by oll companles +989
Investment In UK company securltles +421
Met borrowlng by companles :

from banks elc overseas - +31
Miscellaneous Investment +89

Total +3067

UK private Investmenl overseas

Direct:
Unremltted profits(2) -1285 -1278 -282 =315

Other =505 =900 =195 -358

Portfolle +5 =-1063 =250 -244
Oil and miscel laneous -437 -B46 -92 +145

Total -2222 4087 -819 =772

1. Het of disinvestment. Assels: Increase—/decreaset.Llablllties: Increase+ [decrease-.
2. Excluding unremitted profits of branches.




The UK Continental Shelf oil and gas programme (1)
Mot seasonally adjusted

1978 1979
2nd qtr 3rd 1st qtr 2nd qtr

Volume of sales

Gas (000's of 1er1]nutcsl : 246 402
Oil (00,000's of tonnes)(2) . 134 152

Value of sales Emillion

Gas (3) 67 142
T% s 703 800

Identifiable balance of payments entries

Emillion

Imports of goods(4) -531 -185 -48 =12 -1 -14
Imports less exports of services =100 =546 =157 -130 =11 =145
IPD due abroad(5) 429 =572 =139 -191 =23 =330
Overseas investment in UKCS etc.(6) +14412 +731 +156 +106 2 +111

Mo attempt has been made to measure the impact of the oil and gas programme on the balance of payments accounts,because
of the number of arbitrary assumptions that need to be made to estimate what would have hapgtncd in the absence of North Sea

oil and gas.One attempt to measure the impact has been published in HM Treasury's Economic
Including condensates and petroleum gases.

Valued at contract prices. Based on an oil equivalent price,the value in 1978 would have been about £2.00-2.25 billion.
Identified direct imports of goods for use on UKCS.

Profits of UK subsidiaries of overseas companies carned in respect of their UKC5 operations éincludlng profits retained in the
United Kingdom),interest paid overseas by public corporations on their borrowing for the UK ontinental Shelf programme; and
rough estimates of interest paid on overseas currency borrowing from UK banks in respect of the UKCS programme.

Overseas investment for use in t : including profits of UK subsidiaries of overseas

companies retained in the United Kingdom) ;overseas curr ing from UK banks for use on the Shelf;borrowing abroad

b; public corporations for use on the Shelf:identified trade credit and progress payments on imports of platforms,rigs,etc.
The figures for the latest quarter are high{y provisional.
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