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FINANCE

The adjustments following the end of the SSD scheme make it unhelpful to try to
judge the underlying increase in £M3 and extremely difficult to do so for any of
the other liquidity measures. The underlying growth of the money supply is

probably of the order of 1 per cent a month.

The PSBR was about £43 bn (seasonally adjusted) in the June quarter. A number

of factors should reduce it in the rest of the financial year.

Nominal interest rates strengthened and the sterling exchange rate rose during

early August.

EARNINGS AND PRICES

There is no evidence yet of any change in the underlying growth in average
earnings; it has been close to 1% per cent a month, The reduction of overtime
and the increase in short-time working have been moderating the effect of

settlements.

Seasonal factors will cause the increase in retail prices in August to be less

than the monthly average of 1 per cent seen recently.

ACTIVITY AND UNEMPLOYMENT

Industrial production and GDP are falling.

The upward trend in unemployment accelerated in August. The level of vacancies

is approaching the minimum seen in the two previous downturns in the economy.

BALANCE OF PAYMENTS
The volume of imports continues to fall rapidly; exports may also now be

starting to fall slightly. The visible balance of payments continues to be

in surplus.

[ CONFIDENTIAL |




CHART1

Gross domestic product
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CHART 2
Unemployed (excluding school leavers)

UK, thousands, seasonally adjusted
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increase in retail prices CHARTS
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Rate of increase in average earnings

Month to month percentage changes adjusted for temporary distortions
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CHARTS
Volume of exports

1970~ 100, log scale
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Volume of imports
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Current balance CHARTT
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CHARTS8

Monetary aggregates
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£ billion, seasonally adjusted, log scale
and successive target ranges: annual growth rates, per cent)
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* The gradient of these reference lines is
equivalent to a 9% growth rate
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