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CTTANCEtrI,OR

PRODT]CTTVT TY TÁRDSÍTCKS

1. llhe BIA have sent us this, following a dd-ecussion set up
by Geoffrey Bowler.

2. shall r ask for some individual conpar:y figures as well?
own feeling would be that individual conpany figures would.

be diffieult to use for confidentiality reasons, so nre are
probably as well to use what we have been given.

7. Brendon has the banking figures near completíon.

4. T have acknowl-edged to Barde11.

Lr,V * \/,r"-

þ/l/L v

I
,-'l--,

u{t*
CROPPER

'19th Novenber 1979
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BRITISH I}(SIIR,\}TCE A"S S O CIATION
CIIÀTRMAN: G. BOWLER . DEPÜTY CIIATRMEN: ü. F. G. DMMS . P. R. DUGDÀ]-E

SECRETARY GENTRAL: R. C. \U" BA3'DEI,L
\,

TEZEENAüS:
BRINASSOC, LONDON-8.C. 4

AIDERMARY IIOUSE,

QUEEN STREET, LONDON, EC4N ITU
TE'SPEONE:

ot-24e 4477

o

l4th November 
.l979

P.J. Cropper, Esq.,
Room 84,
H.M. Treasuryo
Parl iament Street,
London, Sl^llP 3HJ.

Dear Mr. Cropper,

l,le spoke on the teìephone the other day and I promised to do
what I could to produce figures for you which might show changes in
the "productivity" of the insurance companies.

I explained to you that I would only be able to produce crude
figures on an industry-wide basis. The attached may be of some
help to you.

The column on the extreme left shows the total of premiums
received by BIA members. The figures cover general branch, ordinary
life and industrial life business in the United Kingdom. The next
column deflates these figures on a 1975 price level basis. !'le have
got figures showing the total number of employees of members and these
app'lied to the deflated premium income figure shows a sharp'ly'increasing
trend if one accepts that premiums divided by staff is a measure.

A similar trend is developed if one takes figures for earnings which
we have drawn from the EEC survey of Labour costs.

To find reasons for the changes thrown up one would have to question
a number of compan'ies. I think experience might vary depending on the
kind of company one looked at. Some of our members, for examp'le, write
only life business. Others have a'large part of their business overseas
or specialise in one branch or another. Generalising I would guess that:

(a) the introduction of computer systems has pa'id off. This will mean
that there i:s a lower requirement for relatively well paid
people to be engaged on mundane tasks. Rather like the way in
which, when one goes into a bank these days, one is attended to
by a pretty girl rather than by a time expired senior clerk.
It would be interesting to examine the make up of staff of
typical insurance companies (if they exist) at a l0 year jnterval.
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(b) because of inflation and increasing costs strenuous efforts
have been made to keep down the expense ratio. This has
meant that wherever possible systems and methodsof communication
have been simp'lified. Sometimes, I feel not always in a way
which provides the best possible service. One has to take a
view, however, in a competitive industry how far an individual
service can be provided.

(c) possib'ly the tendency to package policies has cut out some
dup'lication. I would not like to guess how much.

(d) mergers undoubtedly had an effect. Substantial numbèrs of staff
were shed by groups like the Commercial Union which acquired
competitors (their biggest acquisition was the Northern/Employers
Group itself the result of a merger).

I wonder what further work we could do to help you? As I said on the
telephone I think that'industry-wide figures have to be taken with a grain of
salt and I would reckon that one would need to seek the co-operation of one or
two large companies who could give much more useful information than I can
produce based mere'ly on rather crude figures and my own guess work.

One does, of course, have to look at the other side of the coin. l¡,le are
using staff costs as a measure. Mechanisation costs rnust have gone up very
cons i derab'ly.

Yours s lY'

N;b
Secretary General
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eúwo^"h I
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fMF ':: T'IMING OF ANNUAL CONSULT

I attach papers on this, and should be grateful
in due course for their return. The Chancellor thinks
that Mr. Michellrs suggestions make good sense, but
would be grateful if you could quickly consider whether
there are any politÍcal pitfalls in the proposed timing.

(U.E. HALL)
19tn November I9T9

CONF]DENTIAL
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fl{F: rII}'IING 0F ANNUAL CONSUUIATïONÍ] J &{-4 S&'lt

In ny minute of 26 October, before l{r.Whittome's visit, I mentioned
that he had proposed that in futu::e tire forma.l annua.l consul-.tatj"or:.

betv¡een the }l¡nd and the UK should take place j,n Nove¡rber rather than
May each year.

2. In the event, I understand Mr '*lhittone 'did. not raise this poini;
with you. Ilowever vle nohr need to give the F.unci. an answer. .A.t

official level v¡e in the flreasury (including Sir Kenneth Couzens

who has seen these papers) and the Bank of }ìngland r¡¡ould tre b::oadly
content with the proposal, although we wcul"rl r¡ant to suggest to the
X\rnd that early l)ecember v¡ould be a Trore sensible date thar: Novenber
beeause the autumn forecasting roun.d is often not completed. untiL. the
second hal-f of l{ovember. The tr\rnd r¡¡ould proì:ably prelfer to be able
to take the }atest forecasts into account.

7, llr llhittome has mentioried two reascns for the proposed cha.nge.

The first is administrative convenience - there j-s at pr:esent a

bunching of najor consultations in the early summer and the tr'*:lcl -*ou.l.cl

like to spread the¡n <lut. The second is that a lVovember (or Ðecember)

consultati.on i,rou.ld al"low the f,\¡nri. to see tlie effects of that year's
Budget more cl.early than a May consultabion"

4. The tr\rnd staff woul-cl also no doubt hope tilat a No'vember,/Ileeernber

consul"tation would make it rnore likely that thei:: vj-ews and adv.Lce

would be taken into account in franing the followins yeär' s Br-r.dget "

Their report to the llxecutive Soard of the Fund would probably be

i.ssued in earl¡r January, and be discue;sed by the Eoard in late
Jan*aryr/earJ"y Febru.ary, ât a ti-nie when you rni.¿5Ì:t normalJ-y ç:xirect tcr

be cons j-dering the f orthconing buclget "





5, As yon k¡row, these reports and discrr.ssions in the Funcl Board
are eonf idenbial, an<l irnpi.y no o'bliga'bÍon on the country conce::ned
'bo act on them" For this reason we do not feel the l¡'undtq proposaï
need be , u*r, 'u* an embama"ssment j-n :cela'bion to the Budget timetable.
ïndeed, the::e could possibly be circumstances in which. it rnight be

helpful.

6. If you a€lreer tüê shal"l telI the Furrrl we accept their proposal,
subject to our prefer:en.ce for an early December, rather than November,

timing" If this is agreed the next formal consul.tatj-on worrld be in
December '1980r net 1979,

H

YI J UTCHEI,I,
14 November 1979

.l
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Ir.Ln¿rnc:Lal f.le cr:c ta:'y
ll.Lnj-s'Ler of Si;a'Le ((;)
lij.nistcr, of S'batc (1,)
Ëi-r Lrou¡¡las 'v-/ass
Sir Kenneth Couzens
l'1r ]3a.r::att
I{r J'or<i.an-Hoss
t{:: }ii.dclletorr
j/jr leech
ïGCS

ïMF VI$I'II: 29 OC'I'OBXIì

'Tou v,¡i.11 be seei-ng llr Whittome of the ItTIi' an 29 L,ctober.

2, lIr i"/Ì -i-ttorie (v¡ho is llnglish) is llead of ti:e Eu-::opearr Deirarl,meni
of tlie.i'und" IIe nay be accompeilied by I'ïr Be.r't linobi (pronr:r,rnceci

X.*noblc) v¡ilo i.s the 1luncl's clesk office:: -ior ttLe UK.

7. Tlij-s v'isit j-s entirely infornel and is 3¡É part o.{' t}:e fo:cinal-
process of .l'\-lnd "su-rveillancerr. I{olvever', it is qulte coüaon for: the
lrund to ask for sucli an informal .¿isi-t betr.'¡een two Jlormal anr:ua.l
cr:nsultations, to "top up" their knolvlecì.¡5e of d.evelopne¡r"t.s and to
form. an iinp:'er;sion cif the vray things are goi.ng, No r,eport v¡il-] be
m¿rde to the i¡unc1 Board on this visit, anci no formal recorcì- oí:' i'b l¡ill"
be nade.

4. Mr Whittome will spend the norning lrith offici.al-s running tlirougi:
devel-oprnents in the UK econorny and the cu¡:r:ent prospects. iie i,yil-1.

then liave l-uncir r¡;j.th Si"r J)eruglas i,iass an,i l'i:: i'iiddle'bon" 1,/e krave

aruanged for llr i'iidcileton to brief ;you cn the main poinl;s that lia.ve
arisen clurirrg the ciiscussioirs befolre you see i'lr 'rJhit'Lorne in the
afte::noon.

,. l1:: l,/hÍttorne wi,l'] l¡e hoping to hear fron you yolrr 3:er:sonal vievr
of Ìiorv the econoîry is going ancl. of p::clspects fo:: the peri-od. ahead.,
nc dcubt pa.::-bicul.ar]y for monetary pol.icy" lie may asli fo:: your.
assessnent of the response ofl 'i;he econony to the BuCget neaslll:us, aitd
the ti-m.e*r'-rcaler: ínvolved. Fol1or,ri-ng this weekls announcernent, he i"c;

likely to as}.- you fo:: ¡iour as$essfilerlt of th,e poss:i-ble erffects oi-'

tlle abolitiot-t <¡f el:<change co¡rt::'ols, end.fo:: your reasons fcl:: actin¡:;
v¡hen and 'bo the e;xtent bl:at you clicl





Tr"-r.L,l.il jj.l.iit'l -L' i-.[!.1¡

i). Yon wi"ll. recall tlL¡.rt bh.e f or,'¡nal l-lil-¡ mi.ssion :Ln ,J'uìle s]:ov¡er<1

qu. j.,tr"' a -l-ot of intc¡re si; i..n triu.tr:1..1c Êc ctior-' priJl ( I ¿r'L b¿rr:11. a copy of
l'ir I'in.cl..r's I'cilosin6 st¿r'benient" of 2c) Ju-r:re, v,rh:Lch you "v,/i.11 r'enembe.r:,

*c;e:i.ng; a.t thattimc)" i'lr \'1hj-ttome mayJlolloy¡1,hj-s up by asÞi-rro- how
you. nov'/ $ee tl:e prospectr: fo:: thc \,vj-ntu-:r'.

lliur-Lncr o.f Annual Consul--b¿.rtion l¡i"th 'bT:e LII(

7 . Mr l,r¡hittome may ref er to a proposaJ- he has ver:y recent.Ly macïe,

tha.b the forinal annual consul'bation v¡i'bh the IIK shoul.cl be Ïnlc1 in
liovember'of eactr year, ra-bher'.bhan l\iay (tire Jun.e consul.tation'bhis
year riìIagi cxcep'Li-ona.L1y late, ìlecause of the trl.ecti-on)" !{e are cion-
sicer:ing this suggcstion, a.nd i'lr I,{hittome will. not necessa::ily expect
you to have a Lj..rm view on i't, on i'icnciay. If i'; is decidecl. to accr:pt
'blie suggestion, tho ne>rt fornal- consult¿r'bj-c;n wj"th thre Uii r'¡oulir be j-n

l\ovenrber 1980 (not 19'79) .

B" ltr: Whittome has saicl t;hatthe reasons for: the sÌlggesti-on a::e

i) adrnj-nistratir¡e convenience for the I¡und. - bliere is aL:eacly
a I'butichiug" of consul-1;ations v¡itir raajor cou.ntries in ea::,l-y

suIûIlIell "

ij ) a Novembe:,' consul.'bati..on would. en.able the !'unC teani to
assess the effects of that year'ei Bu-Cget better tÌran they
can do in a l{ay consultatior.r,

9" There is obviously a. thi::cl reason, which l{r: T'ihi'btorie wouid
probably nake no a'bternpt to deny, tha'b a }{r¡venber consul-tation, fr:om
a tiining; point of vier,v (thou6h not frorn any o'i;her) r,rou.ld put Lhe Funrl
:in a better posit,Lon to j.n.fluence the I'olþr¡'i-nß yearls Buciget" Their
r:e1:ort lvoulc] cÕue out in Ðecember and be discussed in the ii'und Soard
itr Januaz:y, ai:cì. they woul-d no dorr"bt hope"bhat their ad.vice r¡¡oulcl lie
fresh in your mj-nd v¡hen tsudget juc.l.grnents are being reached " .r1.s you
þ,nor,r¡, the ¿rnnual. consultation antL rJj,scussion in the Ï'und. Board inp}ies
no fonnal obliga"Lic;ri on t'Ïie couut;r;- cûncenj.eci to take a.ctioii -bo

::ef'Lçct wirat is sai.d ther,e.

il
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L)01;J}'IllENtïAT,

Obher Issues

1A. It is uhli.kel.y 'i;hat l'1r W].ri'btorrie r+i}1 wan'b tc r:¿r j.sc eny
inter:naLional. moneta:r:;y. iss'ues o:: di"scu"$Fj blre Belgrade rnee.bings irL any
C.etail- "

11. :tt is pcssiTrle tbat he may r.aise '1,Ì:e que;stion of gg¡þg¿, r.;itlr
r^¡hich he is personally concernecl, anci he may elr.lfrcss a hope LLrab the
OIJCD co'untrie s r',iill support tlie IilI'' s eff orts in that country by a

further I'ass;i.stance trlackage'r -1n '1990. You shouLcl be non-comaittal
about this. The cu::rent potitical crisis in furkey makes any aÊrje$s-
ment of her fu.ture prospects extremely diffi.cult. lile are clear tl:.at
the tr'uncl must remaj-n the principal instj-tution "bhrough whicir tlle
ldest tries to help Turkey with her f inanciai probJ-erns, and we hope

the Fund v¡il.l establisli contac-b rapidly with v¡Ïiatever Government
erilerges in 'Iurkey" ([Lre present position is 'bhat the cu::rent one

year standby ägreement j:etl¡een the Fund and "bhe ncevit Governnent
stil-I has B non'bhs to run, and is due tr: be rer¡iewed by the Fund in
November'" )

ì-1,

11 i llrtÏiEl,L
26 Octobey 19'19
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United Kingclon--l-979 Artíele IV Consultati.on

Concl-udinE llemarlçs

on previorrs occasions r have rema::ked on the difficui-ty of writing a

closing staternent- Tbis time, hovever, ury tesk has been greatþ easerl., The

recent budget speech by the cha¡rceflor has set forth the principles of a new

strateg'y sc'¡ effectivery that tìrere is no need. for me to.paraphase o,r under.-.

stanùing of the policies. A¡d yorlr &nsl¡ers to our guestions on 1,1ie main

elements ol' the inunediate p::ospects have been sù clear a^nd consistent.that
we have lii;tle need to repeat theu. consequentl-y, these renarks ean be brief.

The economic situation faced by the u.K. authorities at present invorves
much more serious ha,zards than l¡e had expected vben plaming for our visit.
lfhile the balance of pa¡merits situation i-s:nanageable, given the strong reserve
posítiono and North sea oil- wjfl insulat,e you from much of the i¡.unediat.e i-npact

of the ellergy crisis cn the external- accountç, the other aspects of the econony

are quite u¡favor"able. The im¡nediate outlook fo:: gror.r-bÌ: and empS-o¡rmeut is very
depressing, due quite directly to the legacy of tbe ls.st vinter en¿ the top

¡iriority vhjch the authorities properly attach io breaking the nev ¡no¡senturn

given to inflation. Ttre recurrent strong r¡age pressures hal.e their roots in
t'he l-ov growth of the'U.K. econorqy over past decades a¡d fmstration arising
from the consequent growing income gap between British and Bu-:.opean r,¡orkers-*in
otÌ¡er,vords, in the suppì-y problems of the economy vhi.ch ,"" *o correetly
iöentifiecl in the Cha¡eellorrs tiud¿çet speeeh. , i-
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lJe r.'el-cone the clear acceptance by the Governner¡t ., ;;" challenge of
redressing these J-ông-standing ueaknesses " ï'he intention to achieve ¡nore rapi¿

' grorrth in the future by underte-king to apply policies of enhancing incentives

e'nd. easing supply constfs.ints vithout bei.ng. d.iverteci by the short-tern costs 
l

and straíns of 'these policies is undoubteðly one which we ean wholeheerterlly

support- We are con'vinced that the persistent l-osses of ma¡.Ì'-et shares of U.I(.

lnanufacturers both at l:ome a¡rd. abroad, and the assoeiated recuring pa¡nnents

difficultiesn were rnainl.ythe result of the entrenched sup¡rJ-y vea.knesses in the

econollty.

nqua-1ly, ve believe that many of the elemeúts of ti:ii rrew pol-icy are vell
chosen to achieve the <rljectives. In partieuì-ar, the co;rmitment to restraint
on public sector expenditiu'es is clearì.y most inportan'b if' resources are to 'be

released- for private investment and growth--growi;h vhicb over ti-¡¡e vill enabte

publi.c seetor services to irnprove oveï present l-evel-s. I'he enphasis on tight
fina¡cial- pclicies is also appropriate in or¡r view. It is now videly understood

that fine tuning finanej.al polieies to deal- r¡itr¡ immediate ares.s of slack ir the

economy ca¡ achieve only short-ter^m gains in output a¡d. are inconpatibl,e vitb
inflation eontrol zu:d sustained. economic expansion. He al-so accept that in
present conclitions, after a long period of d.irect vage restraint, financiaì-

poì-i.cy has to a.ssune primerry responsi-bi1-i"ty for checking cost a-nd price increases

at, this tirue,

Ou:: task here is, holrevet, not to catalogue our support. for tbe policies

r¡r¡tleïtaken--the l-ist voul.d be long and would include rnany that Ì¡ere previousl-y

in place. Rather, it is to look as elosely as possible into the future to see

wbere the difficulties may arise and to nc¡te what night be done to lessen the
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dangers. l'oLl"ov¡ing this plan, ve inter¡d tc, focus our Ìemar;; "" 
one d:i.fficulty

wit:. the design of the strat;ery vhich cones Ìargely fron iriherited cormitments,

snd then to make a few comments on uo*u aspects of i-mplementing the rnaín -l-í-nes

of the fisca)-n monetaryr.anid exchange policies.

The stratery adopted to reduce inflatj.on--narnelyn to restrain deroarcl so

'bìrat ¡:rices and eosts f'all- jnto tine with. the Governmentrs objectives--is eriticall.y

dependent on rùeße determination being responsive to these forces. Ilnfortunately"

in the area of public service pay tì:e determination of vage level-s is shielûed

from such forces by the decisionr largely ta.ken by ttre previous Government" to

deterrnine pay levels on the basis of comparabiS-ity exe¡ciÞes. It is our under-

standing that J-argely for this reason'wage rates for the public sector enconpassi.np3

over 20 per cent of the vorli fo::ce may rise alLmost l¿0 per cent in the tvo-year

period ending in December 1980, Such increases, even vith efforts on a herr¡ic

sca-l-e t;o recìuce publ.ic expenditure prograrns, vouJ-d uralçe it very difficult to con-.

fain ad91a';e1V the borroving needs of the pubJ-ic sector, whil-e implementing the

intended further reduction of the tzur burclen on individu¿rls" Moreovern they

jnevjtably create further pïessure for high pay settlements in the prirate sector,

adding to the cost of breaking ttie infl-ationary spiral- a¡d increasing the de1ay

beJlore the needed recovery in investnent and growth " lle vould therefcre bope t'hat
:'

every possible effort u-il-l- be nad.e to moô.erate the pay an¡ar:ds in the public sector

in the inmed.iate f'utu.re. Of course, fair relativitj-es must eventual.ly be met,

but it, is most important that they oeclu'vhen grovt,b in the eeonoryrs availabl-e

resources provides the ¡reedeå rnargin
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fhere are variohs lrays tr: feature the strain creeted by vage develo¡rments

eû'rentl-y in prospect but attention night focus or¡ íts conàuquences on aonetarJr

policy. The rise in the general price l-evel- now projectecl for the tvo-year perior"l

Ìs estímated to be of thé order of 3\ per cent;.vith sucb e rise in prices, the

desire to hold money balances can onì.y be held dovn to the planned growth of

about 23 per cent by maintaining i.nterest rates throughout the perioit at uneom-

fortably high l.eveì-s. Sueh abnory¡al intet."t "rtus 
necessariþ dampen the level

of investment--the projecteö reducti,on of l-5 per cent in na¡ufacturing investment

by the end of 1980 from the l-eve1s of 19?B seems to us vealistic but also most

unfortunate. The abnormal level of interest ra.tes also'*trengthens the exchange

ma::ket" both directly througb. capital flovs and indirecl',Iy througìr lover donestic

clemand; the resulta:r.t fu¡1,her veakening of competitiveness of U.K. industry rliI1

severely lirnit export growbh a¡rd encourage i-mport penetrati.on. Due to the l-agged

rea.c"Lions, the resulting prcssule will increese over tÌ¡e next several- years--uelI

into tbe period yhen it is iroped thet incentives will be pronoting a recovery in

prod.uction, We therefore bel.ieve that every effort needs to be ma.de to achieve

tbe turnaround in infl.ation more prompti-y than is nov expected"

In reacting to yoùr plans for reducing groir-th in the short t,era to conquer

inflation, ve have been aware of the bacþ;round of depressed worl-d conð.itions

eonsequent on the enerry crisis. l,lle regret that your struggle is concurrent vitb

that situation but ve aceept vithout reservati.on the pr5-ority you must give to

dor¡estic stabilizatjon. Ilovever, from all points c¡f viewo ve hope for early

success so that your eontrj.bution to r¡orld. grotrlh can soon be ::esumed.

*q
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fìerning nov to norå speci.fic points reJ ated to the inplttuenta'Lion c,f policies 

"

r¡e i¡'¡ul-d first t.it"tlt" our' ËuppÕrt for: the planned rel*ase of resources by public
.

expenhit'ure euts " lJe concur eqr:aì-Ly in the i.rrportanee you attach to firu adherence

'bo appropriate casl¡ limits to ensure tbat those increases in real- l-e'i,el-s of pay

that cannot be avoj-ded a.re compensated substantiall-y by reductions in the l-evel of

empl-oynent and eco¡romies ín the vol-r-me of other er¡renditures" !üe feel- that there

uj-lL atso be ad.va¡itage if aetions are talçen to sÌ¡or+ that pubtr-ic enterprises are

rrnder the same diseipline a.s the private sector. Thus, the individual- eIe¡nents of

the natior¡aÌized in<Lustr"ies In¿iy need. to be ma.de more subject to the darrger of

closlrre a.rising for private sector fir-ms vÌ:en they fail- the standarcl of marhet

viabiì.ity

As regcirrls monetary pol-icy, ve weleome the willingness shor.¡-n a.t the time of

the budget to raise interes;t rates to er¡su¡e that the monetar¡r targets are'met.

'Ihi.s demonst,ration of your unrLerstanding that firm monetary pclici-es e::e sJrnon)ïous

r¡i'bh interr:s'b rates fu1ìy lesponsive to emerging market pressure vas absol.r:tely

essen'ci&l. Unfortunately, tlie continuing rapid grouth in bank le:rding to the

private sector a¡d the immedj.e.te large need"s of the publie sector ma¡' uell r"equire

fitrther dersonstration in the near futr:re of your co¡nnitrnent to this princí.ple. As

the experienee of recent years e1ear3-y demonstrates, reluctance to al.l-ow aueh

fJ-exiï¡jl-ity qui.ckly 'r:¡dennines the credibili'by of the authoritiest willingness

to aeeept ihe unpleasant short-term consequences of their moneta.rl, r:bjectives. On

a rel-s.ted matter, vhile ve understand the reasons for the ¡naintenanee r:f the corset

at the present time, ve welco¡re the assuranee tilat it is not a pennanent instrument

of control as it seriousl-y distorts tbe fj.nancial syst,em and over time nakes the

stability of M3 irrelevalt to juclging the atùairu¡¡ent of monetan'y poli.cy objectives.
:

For a stratery so strongly basecl on limiting growLh in the volume of noney to pre-

det,er:¡inec1 target zones, this distortion mu.st tre unaccept,oti.- in the medir:m te:m.

1_\
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On the ercehange rate, the stress on flexibility ald the desire to avoid

vee-kening other polic;y objective.s by support of rate levels either against

appreciatio* or clepreciatir:n seems entirely appropriate in present cond.itions.

l{e note the rec,ognitir¡n'that the rate.is unduly appreciated at present but we

acccpt that there ìs l-ittle that. ca.n' be d.one to return i-t i-ruiecìiateÌy to a 1evel

more eonsistent vi.th the growth objectives" lle.support the poJ-icy of reducing

exchange eontrols on capital outfl-or,¡s o¡d. believe that the conditions are nou

, û.p1:ropl:iate for te::minating the investment curency narket. On a smaL,ler issue,

ve uote that the previous way of acquiring the foreign exchange neeried for debt

amortization=*namel-yo through res:isting from time tc¡ ti:tib pressure for apprecia-

tion--is largely precl-ud.ed I'ith .the -nel¡ enphasis on exehange rate fl.exibility

and voul.d suggest that consideiation be given to acqui.ring tÌ.re desired. exchange

steadi.J-y guarter by guart,ero so giving the market a stabl.e basis for its judgments.

I,Ie vek:on¡e the clea:r stand aga.inst .import controls vhich rnigbt create some

tenporary' incres.se in ernployment but bJ, " nethod dia¡netrical\y opposed to the ne;-

po1-icy strateg¡ with its emphasis on rneôium-term supply imp::ovement guided by the

market; Tkre pleas that some r¡ill-l raise for exeeptions ss decli,ning compet,itiveness

and growing unenpl-o¡rment cause specia1 r'-nclustry difficulti.es must be resoluteiy

opposed.. I{ith the enha¡ced emphasis 'on ¡rer.::}çet guidance, ve hope that the United

Kingdom r:"il.l- do all- in its pover to encourage ItC action to reðuce comnon restric-

tions on trade, notably on textiles and agrieultural products. Progress tovard

greater integration of the r¡or1d" eeonomy io .r,h"n"e tbe ability of developing

countries to eme::ge from po'i'erty can be crj-'bical1.y aided by the trade polieies.

of this single nost importa¡t connnirnity of na'bions in it,s peliod of economic

ascender:cy.

¿
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Many of our menbers wil-l- regret the re,luction of aid prograrns made in the

bufuet, even though the reducecl plans stit.!- allov for some'íncrease in the share

of resources d.evoted to develo¡:nrent ass:ist&nce" 'Ihe United Kingdorn has an inportant

rol-e to pla)r, together r¡iitl¡ other industrjal. cou¡tries, and. as the recipients are

cu-r:rently entering a period. of severe strain arising fron the repercussions of

the energr crisis, their needs are very grreat

Ir¡ closing, I wouJ-tl'return to our ¡nain theme" 'Ihe courageous.decision of

the Government to act to improve productivity performance of the U"K. econory,

r¡hatever the short-tenm cost, is an essential step toward avoiding the recurrent

pa¡nrents difficrrlties of the past. Tire task r:lrde::{,aken is trcmendously difficult

because fundamentally its success will depend on winníng the support of the mass

of the popu-lation for new attitudes tor¡ard productivity. But j.t is a'struggle

vhich can be won if the right policies are pursued with persistanee a¡d. consistency"

i1
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cc Minister of State
Minister of State
Mr Battishill
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CHANCET,LOR OF fiTE EXCHEqIIER

TITE ENFORCE}TM{T POIIERS OF ITTE RH\IEXITUE DEPARTMMWS

Tuesday' zOth November, åt 4.Q0 p,m-

Do cument at i on f or me e t ing lJed"aeeday-; - 44th- Neqrenbe¡-i- at-p'45"*.

(1) "Review of Enforcement Procedures" (Inland Revenue)

28th September 1979

(2) "Review of Powers" (customs & xxcise) tra october 1979

(t) "The hrforcement Powers of the Revenue Departrnents"
(Mr Rees) 1st November 1979-

1. Tnland Revenue

Sir l,rlillian Píle s¡mmarises the situation: before 1976 t}1e

sophisticated. evad.er could. get away with it: tlne 1976 Finance Act

tightened. things up: the powers of the Inland Revenue are sti1l
the minimum for the iobo and- weaker than many other countries:
however the Inland Revenue does not seek to match other countries.

Paper I: Inland Revenue rs Powers of Infornati ofl . fnvestiEation
and Search

Descriptive pictures of :

Powers to make assessments (+ Appendix A)

fnfornation powers (+ APPendix B)

Search powers (+ APPendix D)

The practical aPProac.h

Prosecutíon policy
Append.ix E : Description of Finance Act 1976 measures

Append.ix F : Tax recoveries from ínvestigation
Append.ix G : Verification of tax returns
Append.ix I1 : Evid-ence by Tnland Revenue to Royal Conmission

on Críninal Procedure.

1





?aper IÏ: Inland Revenue: Powers to lmpose Penalties, etc

ttÞccept for one or two wealm.esses, the present structure of
penalties works well and. has not been much criticísed' "

See sections 6 artd 7.

Append.ix A : Delay in rendering tax returns
Append.ix B : Other Penalty sections
Appendix C : Press Release "Investig3tion of Incorrect

Business Accounts and Tax Returnsrr with
speech by Sir l¡lillian Pile.

Paper IIIa:Due Date for Pavment of Assessed Ta.xes

Conclusion: see paragraph 8. Only smal1 change needed''

Paper IïIb Interest on Unpaid Tax

Paper IIÏc Rep avment Sr¡r¡plenent

er : The Black Ec

A brief general note' conclusions for action set out in paragraph 15.

Append.ix A : Customs & Excise Considerations
Append.ix B : Economist article
Appendíx C : General Sub-Connittee extract
Append.ix D : us [reasury d.ocr:ment, pI-oposíng a system of

withhold.iäg to d.eal witn gsoss evasion by
self-enploYed.

2. Customs & frccise

Sir Douglas lovelock ind.icates that the existing posítion on seizure

is entirely d.efensible; ad.vises against a general scheme for interest
in relation to VAT: believes that the enforcement powers'for VAT are

no more than are needed for the iob.

1. Value Added Tax: Powers of Search

Discoverw

2

InvestiEation and





A.
B.

c.
D.

Introduetion
Control Visits
Fraud Investigation
Addendum: Other Powers

2. Prelininary Revi gTr,t of Powerà: Seizure

4 or PavinE ïnterest on Talc Overdue

'tllhe UK is the only EEC country which does not charge

interest on overdue tax. t'

ttBefore the industrial action earlier this year there had

been few complaints about olrr practice of not paying interest
in respect of und.uly delayed repa¡rment claims' "

Append.ix. some of the problems which would. need to be

consid.ered. in planning for interest on VAT.

4. Misleadine Advice.

PETER CROPPER

1+th November 1979





CHANCELLOR OF î}IE EXCIMQUER
;

cc Chief Secretary
Minister of State (C
Minister of State (l
l"lr Ridley
Mr Cropper
Mr Cardona

BRIEFING OF MEMBERS OF TIIE EUROPEAN PARLTA}'IENT

I have seen lulr Cropperrs minute of 7 December on tl.is subject.

I agree with Mr Cropper: tLrere is a good oJ.d muddle in the making
l-ere, and we strould ?rave a small meeting before anything fr¡rtlrer
is doneo to sort it out.

)
)

NÏGEL LAhISON

11. December 1979
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CHANCDLLOR OF THE EXCHEQUER

DISTRIBUTION OF DUTÏES

The Chief SecretarY and the
discussed the a].].ocation of
expendittrre.

2. Subject to
agreed to take
iture business
with until now

Financial. SecretarY
Sir Douglas trtass
Sir Anthony Rawlinson
Sir Lawrence Airey

cc

Fínancia].
duties as

Secretary have
regards publÍc

your approvalo the Chief Secretary has

over fuJ-1 responsibi.J.ity for pubJ.ic expend-

on the foJ.J.owing subjects (normal-J-y dealt
by the Financial Secretary):-

AgricuJ.ture,
AgricuJ-tural.

incl.uding EEC aspects and ttre Common

PoJ.icy;

Local autkrority business in general, except krousing;

Environmental services and the Property Services Agency;

Scotland, ltiales and Northern IreJ-and.

3. The Financial Secretary will continue to dealo in tlre

normal course, with public expenditure business on!-

Disposal-s of Assets;

Export Credits;

Overseas Aid;

1.
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EEC Budget;

Housing;

Public procurement;

HM Stationery Office and Central. Office of Informatíon;

Parliamentary financial. business including business
concerning the Public Accounts Commítteer C & AG and

auditing matterg and review of the Exchequer and Audit Acts.

4. I should be grateful for your approval for these new

arrangements.

A C PTRIE
/ December L979

ô_"1





C_

W
Chief Secretary
Financial- Secretary
Minister of State (C)
Minister of State (L)
Mr Cropper
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I have tal-ked to Miss Sturges-Jones about the arrangements
which she rarr at Central- Office under the previous Conservatj-ve
Government. They were as foll-ows. The Research Department
desk officers identified points which they wished to see brought
out in the newspapers, or publ-ic misapprehensions which they
thought it was necessary to correct. These desk officers, in
cl-ose liaj-son with the Director of the Research Department, then
passed a draft letter to Miss Sturges-Jones, one of the press
officers at Central Office. She then identified an l4P - if
possible a member or chaírman of a back-bench committee - and

persuaded him to write to the newspapers. The principal targets
were the Guardian, Times, Telegraph and Financial Times. But

occasional short nissiyes to the Express, Mail or Mirror were not
unheard of. There was regular l-iaison with the co-ordinator
of policy presentation in Government. Alt the detailed work

seems to have been initíated from the Research Department.

2. Actions to bring abuses to the notice of the broadcasting
authorities were not dealt wíth in the same way. hlhile there
were close contacts and exchanges of view with the broadcasting
people in Central Office, the techniques which were used there
uiere very dif ferent.

3. If comparable arrangements were to be instituted now,

Miss Sturges-Jones very strongly recommended that the anchor
person al Central- Office should be someone like Harry Boyne

who both knows a large number of MPs and can walk in and out of
the House of Commons - something which is Very often necessary

4
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in order to collar a potential writer in time.

4. The effectiveness of this kind of arrangement really
depends largely on the competence of the Research Department,
and anybody el-se who is monitori-ng things which may need a

calculated political response. If you l-ike I can pursue

what was done more closely with Stephen Sherborne, the officer
who was in practice largely responsible for most of the letters.
If might also be worth considering whether there is any scope

for askíng IDT to systematically draw Ministers attention to
any unacceptable neüIspaper reporting. Since they do a regular
survey of al-l the newspapers each morning, this should not be

too demanding a task. The handling of radío and television
probably requires rather more careful considerations, and advice
from Gorden Reece at Central Office.

{+a
ADAM RÏDLEY

6th November L979
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Chief Secretar:y
Financial SecretarY'
Minister of State (f,)
Mr RidleY
Mr Cropper
Mr Cardona
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REVrÐhI oF powERS oF REVENUE DEPARTMENTS \ 'Â r

I had a meeting with officials of the Inland Revenue and customs and

Excise on B October and thougtrt it might be helpful if I gave you my

views on krow this exercise was going before the Party conference'

hle need to consider how to fulfil the manifesto commitment to r¡ndertake

a thorough review of the enforcement procedures of the two departments'

Ttre main issue is whether this skrould be conducted tkrrough aninterrral

enquirysteeredbyTreasuryMinisterslofwhetheritshou]-dbe
entrusted to an independent body set up for tl-e purpose . officials

havesuggested',ratherha]-fkreartedtylfeel,acompromiseinvolviqg
an internal enquiry coupled with the issue of a cor¡'sultative Document;

this seems to involve t}-e worst of hoth worlds with no compensating

ad.vantages, and it tras now been dropped'

I am not happy about proceeding by means of an internal review'

The issues involved. are extremely technical and iL would place arr

extremelyunwelcomeextraburdenonTreasuryMÍnistersatatimewhen
we are contemplating a heavy fiscal legislative programme and wtren we

are faced with the prospect of the new select committee on tLre

Treasury. Furthermore, unless it resulted in radical conclusions'

j-t would not damp down the coÏlcern that is felt about this question'

My strong preference is thus for an independ,ent committee presided

overbyajudgeorasilkofsomeexperience.onJ-yabodysuckras
t?risolfeel,couldcarrysufficientweígtrtwiththepublicand
satisfy ttrem that tl.e task l.rad been done properly' The composition

of that committee and its terms of reference would tìeed to be

carefully thought out. In practice, t}re terms of reference would

need, I think, to be balanced ie to leave opelr tLre possibility that

the powers should be increased (although I do not think for one

moment that any Conservative Minister would go to the Commons wittr sucl

oFsTAlE





a proposal). Picking the right memberstrip for the committee would
also be important. ff we went down thís course, I think we would
have to recognise that we could not reasonably expect a report
before early 1981 but¡nevertheless, I feel this is the best way

of tackling ttre manifesto commitment.

Mr recommendation would remain the same whatever the outcome of
the Rossminster and F1eet Street cases in the Courts. On this
point, I think we should recognise that we are like1y to come

under pressure to make some public statement after ttre Rossminster
decision; the Ïrearing is scheduled for the end of October.

It would probably be wiser, krowever, to make the definitive
statement after the anrì.ouncement of the decision of the Divisional
Court in the Fleet Street case, which is expected at the end of
November, and after tLre time for appeal ?ras elapsed.

MW Å Ar
PETER REES

9 October 7979





OrionBanklimited

The Rt. Hon. Geoffrey Howe, MP
Chancellor of the Exchequer
11 Downing Street
London SW1

I London Wall, London EC2Y 5JX Tel : 0l -600 6222

Telex:8811837 BB770l CablesBBllS3T

Bond Telex: BB447l Cablcs: ORIONBOND

The Rt. Hon.CHRISTOPHER CHATAWAY, Managing Director

September 1gth,1979
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I wonder whether we could persuade you to lunch here again one day.

\üe would like to invÍte at the same time about half a dozen major
Middle East investors. Apart from property there has, as you know,

been relatively little direct investment so far in the western world
from the Middle East. W'e have handled a fair proportion of it with
major transactions in Germany, Britain, France and Canada. We now

see a far greater interest on the part of our clients and believe that
the flows will be much more significant in the years immediately ahead.

I hope therefore that it might be of some interest to you to meet a few
of those who are considering quite large investments here. Such a

meeting would of course be of enormous interest to them.

The meeting would of course be entÍrely private. We would like to try
to fix it before Christmas and
that would suit us just as well.
me know?

to you, ¡t o
your Private Office would let

if dinner

L
Ce^J\*'

.5,r

)

The Chase Manhattan Corporation, Credito Italiano Holding S.4., The Mitsubishi Bank Limited,

National Westminster Ilank Limited, The Royal Bank of Canada, Westdeutsche Landesbank Girozentrale

Ilcgistere<l in Lonclon No. 995939 lì.cgisterccl ,\drlress: I Lorrdon \\'all, Lon<lon lìC2Y 5JX
(lom¡rany Secrctar r': \V. IJ. Gorrcr
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The Rt, Hon . Geoif rey Howe, fvlP

e oh/ns the Marbella Club in Spain
o be the majon shareholden in The
n London.

H

t
1

29 Noveniber 1979

and is reported
Dorchester Hotel

4 lvlr. Toufíc Abukhater, Lebanese by origin he is
adviser to the ruler of Ras al Khaimah. He has
publishíng intenests in Fnance, which ínclude
Middle East Economic Digest and the MiddIe East
edition of Readers Dígest. He has recently
acquired from Bernard Sunley, the French ski
resort Isola 2000. Also active in the United
States his príncipal interests appear to be tounism,
property and publishing.

Thís is a small group but an influential one and
I hope that you will find it an interesting occasion.
I much look fonwand to seeing you there.

Y* È-. ¡
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cHANcErJoR./ c.c. Chief SecretarY
Financial Secretary
Minister of State (C)
Minister of State (I,)
Mr Card.ona
Mr CroPPer

CHIIE

Ilowever mucb we may d,eplore the poLitical situation in cbiler

its economic progress is rather impressive, and not all attributabl-e

to the absence of hr¡nan rights, the povrer of labour to organise etc'

Tþe attached. piece from Newsweek makes this clear in general'

Most interesting of all is tÏre fantastic red'uction in ínflation -
from 5Oú/" pa to 50, which cane about with only a surprisingly short

period of ad.verse effects on output g9?r-6). llhis can be seen

earlÍer on the charts. perhaps we can be a.L&.Lg. encouraged. by aL1

thisl

AD.AT{ RIDTEY

'18 Septpgbpr 1q7o
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P G Davies
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M.A.RCH RPI T'IGURNS

The retail price index rose by 9.8 per cent in the 12 nonths uB
to March 1979 compared ü,ith an increase of 9.6 per cent in the
onparable period up to February 1979. The actual increase in the
nonthly index was 0.8 per cent compared with o.B per cent last
month.

2. The annualised 6 nonthly rate of increase, excluding seasonal
foodsr which is generally regarded as a reliable indicator of the
underlying trend, rose by 9.1 per cent. llhis compared with the
equivalent figure for the last nonth of 8.9 per cent.

7. Points to note:

(i) [he monthly increase in the food. index was o.T per cent.
[his was maihly the result of a j.4 per cent increase
in the seasonal food index due to the continuing bad
weather.

,CIU
Bñrvdr¡
J ' rrl+

PSr/Chief Secretary
PSr/Financial Secretary
PS/Minister of State

( ii) The all i-tens excluding seasonal food ind.ex rose by
0.8 per cent over the month. The increase in the
sub-indices were all around this level except for
alcoholic drink which was higher.

\ ar-r-, The oxcD eetimate for the average increase in consumer,
prices in its member countries over the ,12 nonths to
February was 8.5 per cent compared with the IIK figure
of 9.6 per cent.

(lv) These figures are unaffected by any ind.ustrial- action
in the civil service.

/ (tv)





(iv)
-2-

The Price Comrnissionrs index of notified price
rises was published yesterday and showed an increase
in the six months to March 1979 at arL annual rate of
11.8 per cent compared with a revised figure of
10 per cent for the equivalent period up to
February 1979. This movement does point to increased
inflationary pressures in the economy but the increase
in this index is not a good indicator of future RPI

movement. [his is because of differences between

the indíces. llhe RPI covers actual increases in a

wide range of goods and services whilst the Price
Cornmission index covers proposed price increases in
domestically produced goods and services.

The Price Commission índex takes no account of importst
fresh food, rent, rates, mortgage interest rates or
the prices of any good or service produced by companies

which do not have to notify proposed price rises to
the Cornmissíon. As a rêsuIt there are differences in
the weights attached to price movements in various
goods. For example, the Price Commission index gives
oil prices a much greater weight than the RPI does

a¡rd the Harch Price Conmission index was heavily
influenced by oil conpany notifications of proposed

price rises.

The Price Cornmission index is consequently not regarded
as a good. indicator of the future RPI. fnetatl prices
never fell to t]ne 4% annual rate which the Price
Cornmission index was indicating in the autumr¡.7 The

most reliable indicator of the trend is the annualised
6 nonthl.y RPI increase (i.e. 9.V per cent).

únf^ H' H¿'4¿"ô

J Il Halligan
11th April 1979
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FROM: I \ryILLIAMS
DATE: l.l. November 1982

CHANCELLOR cc

INDEX OF INDUSTRIAL PRODUCTTON - SEPTEMBER AND THIRD QUARTER 198¿

Provisional figures for industrial production in September will be released at 2.30 pm on

Friday 1Z November. The main features of both the third guarter and September figures are

set out below. A summary table is provided at attachment 1 and a graph at attachment 2.

Z. The overall picture in the third quarter is one of flatness all round. The all - industries

index of production was unchanged between the second and third quarters of this year and

the und.erlying level of output is still about L * to Z per cent above its trough in the second

guarter of 1981. Oil and gas production account for all this increase, howeverr and the

underlying level of manufacturing output is only slightly above its trough (1981 QZ) level. A

similar picture emerges from the monthly figures with total production unchanged between

August and September and manufacturing production recording a barely significant fall.

3. Looking at the details, between the second and third quarters of the year there was no

discernible change in construction activity but mining and guarrying and gas, electricity and

water both recorded tiny upturns. North Sea production shows a quarter on guarter fall

because of maintenance operations during July and August; but there is every expectation

that oil production, which reached a¡r all time record in September will continue to increase:

since 19Sl QZ North Sea production has risen by 15 per cent. Ferrous metal production

shows a 121 per cent fall between the second and third guarters reflecting the continuing

lack of demand for steel but engineering continues to show some increase from the strength

of the electrical engineering sector. Production in many other sectors - petroleumt

Chief Secretary
Financial Secretary
Economic Secretary
Sir D Wass
Mr Quinlan
Mr Burns
Mr Kemp
Mr H P Evans
Mr Hall
Mr Allen
Mr Shields
Mr Hibberd
Mr Page
Mr Ridley





PERSONAL AND CONFIDENTIAL
until 2.30 pm 12 November

then UNCLASSIFIED

i

chem¡cals, motor vehicles, bricks, pottery and gas and aerospace, for example - remains

flat. Timber and furniture production rose 2å per cent between QZ and Q3 perhaps but

paper, printing and publishing production fell 1 l per cent.

3. The preliminary indicators of industrial production in October are not very encour-

aging. Steel production fell a further 21000 tonnes per week between September and

October. Car production recovered from the very low September figure but commercial

vehicle production fell back slightly. And the CBI Survey for October, suggests little change

in total new orders and output over the next four months. The Industry Act Forecast

suggests manufacturing output will fall half a point between the first and second halves of

this year.

4. This month's figures are unlikely to draw much attention in the Press and we have now

publicly stated that we are not too sanguine on industrial prospects for the rest of the year.

Nevertheless, we can point to the continuing fall in the RPI (the October figure published

tomorrow showing a fall to 6.8 per cent) and to the Industry Act Forecast showing a modest

(1 per cent) increase in manufacturing output during 1983.

Line to take

The October figures confirm the picture of continung relatively flat industrial output which

has been apparent for some months. Industrial production this year is lower than previously

expected partly because of depressed world economic activity. Prospects of some modest

recovery next year, on the back of higher world output¡ are good; and improved industrial

productivity and competitiveness, combined with the benefits accruing from lower interest

rates and inflation, provide a sounder base for expansion in the medium-term.

L¿uJ%.

I WILLIAMS

EB
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INDEX OF INDUSTRIAL PRODUCTION

1975 = 100

Output (1)

1981 Q1
Qz
Q3
Q4

1982 Q1
Qz
Q3

7o change in
year to 1982 QZ

Production (1)

1981

L982 Q1
Qz
Q3

t98?)

All industries

100.8
101 .0
( 100.9 ) *

1.8

100. ¿

99.9
100.6
101.0

100.7
100.9
101 .0

100.9
101.0
101 .0

1.1

All industries
ex North Sea

Total
Manufacturing

89.4
89. I
(88.5)*

0.9

North Sea
oil

37 100
36500
36ó00
39400

39200
42200
41900

14.8

89
89
91
90

4
2
7
1

99
99
00
01

I
I

5
5
0
6

?,

7
I

I
1

6

87 .8
88 .3
90.0
89.8

9
3

9
6

90.3
89.8
(89.6) *

88
89
89
89

Q1
Qz
Q3
Q4

90
89
89

89
90
89

July
August
September

0.3

90.3
90.2
90.9
90.5

0.4

89.2
88.9
88.8

%o c}o,ange in Q3
1982 since trough
of current cycle
(Qz 1981)

88.6
89. 1

88.8

0.6

* Unpublished datar NOT FOR USE.
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Prime Ministerts Office

INDÐ( OF'INDUSTRIAL PRODUCTION . SEPTfl{BM 1982

The prowisional Index of Industrial Prod.uction for September 1lB2 will be issued
at, 2,30 pm on Frid.ay 12 November. A copy of the Press Notice is attached.

Latest fizures

the all-industries ind.ex for September is provisionally estimated at 1O1.0
(lg'l:l=lOO, seasonally ad,justed.), showing Iittle or no change o! the prewious two
months. ,ifr" September index for manufacturíng industries (at BB.B) is a littte
belov¡ that for August. Changes in the a1l--ind,ustriesf a¡rd. the manufacturing
industriesr index numbers between the second. and. third. quarters of this year are
negligibL e.

Assessnent

Manufacturing output, which had risen by sorne * to 3 per cent between Spring and.

Autumn of last year, hesitated- and. feI1 back from its high Autumn level d.uring the
winter and" since then has shown little further change. The current und.erlying level
is now only f to 1 per cent a.bove its Spring 1!8,1 trough. Output of the construction
industry, which feII back to its Spring 1pB1 level during the adverse weather at the
end. of last year, remains d"epressed.. The grolrth:in oil and gas extractionr though
interrupted. slightly by maintenance work during the Summer months, continues-to
boost total activity in the longer terrn. So, rn'hile total activity remains 1f to
2 per cent above its low point in 1981, the underlying level of total output other
than oil and gas extraction has returned. to around- its trough level, after its
smal1 recovery d,uring 1981.

Figp.res for Oc-bober 1j/B2 are sched.uled. to be published. on Mond,ay 13 Ðecember 1)82.

c_.c*_

Shirley Carter

11 November 1982
Central Statistical Office
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The all-industriest ind.ex of production was unchanged betv¡een the second. and

third. quarters of this year, suggesting that the und.erltring 1evel of output has remained.

l*to 2 per cent above'its trough in the second. quarter of 1981. This reflects
prinarily a 15 per cent increase in oil and. gas extraction from its level in the

second quarter of 1P81.

A1 l-ind.ustries I ind.er:

The all-ind.ustriesr index of production for September is provisionally estimated

at 101.0 .(1975=loa; seasonally adjusted.). In the third. q"uarter, the ind.ex was

unchanged from the second. quarter and. $ per cent above the leve1 in the same quarter

a year earlier; the ind.ex for all industries other than oil and gas extraction was

unchanged. from the previous quarter and. 1 per cent below the Ìevel in the coresponding
quarter of 1981. (See also paragraph on level of output.)

isb indust

The ind.ex of manufacturing production in the latest quarter was unchanged. from

the previous quarter and. I per cent below its level in the same period. a year earlier.
Engineering and. allied. ind.ustries rose by 1 per cent and. food., d.rink and tobacco by

å p"" cent between the two latest quarters; chemicals, coal and petroleum prod.ucts

ind.ustries and- other manufacturing were unchanged. while textiles, leather and" clothing
feI1 by å p"" cent arid. rnetal manufacture by 10 per cent.

1

prepared by the Government Statistical Service
fl:;I





Output of the mining and quarrying sector in the third. quarter blas some å- p".

cent above that in the previous guarter. I'lithin this sector, oil and. gas extraction

in the third. quarter was some 1 per cent below the second. quarter but 14å per cent

above its level in the sane quarter of 1981. Output of gas, electricity and. water in
the third quarter was 1 per cent above its level in the previous quarter. Preliminary

estimates suggest that output of the construction ind-ustry in the third. quarter was

unchanged from the prewious quarter.

Market sector ana 1s

Output of investment goods industries rose by 1 per cent between the two l-atest

quarters while outputs of intenned-iate good.s and. of consumer good-s ind.ustrÍes Ìlere

unchanged.. Comparisons with a year ago show a rise of 4 per cent in investment good's

and of 1 per cent in interrned-iate good.s while consumer good-s fe1l by 2 per cent.

Level of output
-æ

l,trhere ind.ex of prod-uction ind.icators do not take account of changes in manufacturer¡

stocks, the index numbers in Tables 1 and. 2 may overstate or und.erstate the level of

output. Table 3 allov¡s for this by ad.justing for changes in the leveIs of stocks in

these sectors anfl provid.es better assessments of the quarterly movements in outpuÍ.

lthile there vías a fall of å pu" cent between the second quartersof 1981 and" 1982 ín

ma¡,iufactu¡ing production as measured. by the short-period. index numbers in Table 1t

the implied. level of output is estimated. to have incveased. by nearly 1 per cent; for
all-ind.ustries the implied. level of output increased. bV 1È to 2 per cent over the same

period.

2





NOTES TO EDITORS

1. More cletailed taÞles on the index of industnial pnoduction are published
regulariy'ln "Britlsh Buslness" and the "Monthly Digest of Statistics". The
compiìation of the lndex is described'tn "The rebased estimates of the index
of f ndustriaì product'ion", Economic Trencls, May 1979. An occaslonal Papen is
avai ìabìe descn tþ1ng the l{ei
ancl ìnc,ex numþers for specif
Central Statistical 0ffice.

ts and ìndicators used.This and unadjusted data
'industries may Þe obtained from Branch 4,

gh
'i c

2. The'lnclex is a vieighted average of some 350 separate indicatons, each of
which descili bes the act'l v'l ty of a smal I secton of inclustry. These indicators
are obtained monthly $,here posslble, but for a number of sectors, representing
18 pen cent of manufactuling actlvity and 69 pen cent of othen activlty, only
quartenly data are aval lable.

3. Many series within the index of lnclustrial productlon measure either finaì
productlon or deì lveries. Neither type of series takes account of changes in
stocks of wonk in pnogness and series Þased on ctellvenies clo not take account of
changes 1n stocks of finished goods. lnfonmation aþout changes 1n manufacturers'
stocks is available quanterìy in anrears of the latest index. Table 3 of this
pness notice uses this information together $,ith the basìc monthìy index shown
in Tables 1 and 2 to give a bettelindication of longer term movements in the
level of output.

4- The index numÞers ln this Press Notice are all seasonalìy adjusted, to remove
annually necurning month to month varìations owing, for example, to the incidence
of hol icfays and other negular seasonal patterns of behaviour. The adjustments
can only be clenived fnom analysis of past ctata and may not þe completely
appropriate when holìday patterns change sharply.

5. Estimates fon the ìatest months are always based on pantial fnformation
and should be regarded as provisional and suÞject to revision as mone complete
clata þecome avai lable. Since the ìntrocluct'ion of the 1975-based serìes in
September 1978, the average revision (regardless of sign) to the all-industries'
inclex has þeen one half of one pen cent. It îs recommended that, to oÞtain
an assessment of short-term change, attention should þe directed to the thnee-
month on three-month changes. The average revisfon to this latter measure has
Þeen one quarter of a pencentage point over the same period. An Occasional
Papelis avallable f rom Branch 4, Central Statist ical 0f f tce, descnlbing the
effects of revisions ln detall-

6. Much of the lnctex of productlon ls benchmarkecl retrospectlvely using the
quartenly sales inqutries conducted Þy the BusÌness Statist ics Office (BS0).
From the flrst quarten of 1981 the number of flrms approached has þeen recluced
significantly. Additlonalìy, changes are being made to the samples for some of
the BS0 rnonthìy sales lnquiries which supplement these quarterly lnquiries. Untìl
these changes are complete the margins of error attached to the lndex numÞens
may be vfider than tn the past.

7. Fon the construct'ion inclustry, the Department of the Env'i ronment has provided
pneltminary estimates for the ìatest quarter which are basecl, ln advance of
receipt of regulan returns from the industry, on broad lnclicatons of act'lvlty.

8. The deflnltìon of "construction" in Tabìe 1 covens only MLH 5OO and therefore
excludes own account construction of the gas, electricity and l.,ater supply
'I ndustrìes, v,¡1th a y¿eight of I parts per thousancl , whlch is included ln est'l mates
of output fon the supply inclust|ies. The series for all fndustrles other than
constructlon is after deductton of al I constructlon activities.
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TABLE 1

INDEX OF INDUSTRIAL PRODUCTION

lndustrial anaìysis

Average 1975=100

TABLE ]

Total aì I
i ndustn i es

AlI ìndustlies A
'I indústnies

other than other than
MLH 104 (1) construction

gnoups

Total Mining and
manufactur jng quarnyjng
industn ies

ion Gas, electnicity
and water

1975 Wejghts 1000 999. 7 810 697 4i 10, 80

1976
197'1
1978
1 979
1 980
1981

Seasona I ì y
adjusted
1981 1

¿
a

4

1982

198 1

1982

102.1
l0ô.1
1 10.3
'r 13.0
105.8
100. 4

12't .g
101 Â

?41.1
307.3
312.9
33¿. C

102.3
106.4
109.7
ll6. 1

113.0
112.7

08
03

100
101
104
104

96
90

1
ô

2
L
I
5

I
8
5
1
1

I

101

103
104
104

oÈ

89

A

0
0

4
A

98
9B

104
101
oÊ

85

6
2
o

o

0

100.2
99. I

r00.6
r0r.0

I
3
s
6

2
o

8

óót
õ¿t
ó¿l
344

90
o^
90
90

90
89
89

1

6

1

't

0

l
6
I
0

à

B
9

3
2
o

5

2
1

8

03.
03.
03.
05.

04.
04.
04.

88.
89.
eo

89.

eo

88.
88.

0
0
Ò

4

87 .3
83. 5
86.1
83.0

1 10.0
11ã a

111.5
116.2

l
2

J
A
c

0
N

D

J
F
M

A
M

J

J
A

S

00
00
01

100
101
101

'l
ô

0

344.8
óot.ó
363. 0

84.3
83. 9
84(3)

11
'I 

1

¡t

2.'l
0.4
1_3

100. 5
100.3
101. 1

01 ñ
90. 6
9r.0

103. ?
103.5
104.5

r01. 1

r01 .6
100. 0

89.8
90. 2
89.0

89. 8
90, r

89. 6

aô

89.
90.

oñ

89.
88.

88.
89.
89.

89.
89.
88.

88.
QO

88.

6
5

8
b
5

320
ó¿o

346
347
340

344
342
348

364
366
354

362
âÃô

368

116
110
108

102
100
100

100
100
101

1

1

2

2
8
0

91
90
89

89
90
90

A
'¡

0

't

B

0
1
'l

I
I
I

f)
1

8

8
5
A

1r9
111
118

115
111
111

1t0
1r0
111

I
0
0

tâ

1?

09

% 3-month on
3-month
change (2)

+u. I +^t +0.1 -0.1 +0. 5 '0. 8

(1) MLH 104 : extraction of mineral oil and natunaì gas.
(2) Average of July to Septemþer 1982 companed with the avenage of Apnil to June 1982
(3) Pnel iminary est imate.





TABLE 2

INDEX OF INDUSTRiAL PRODUCTION

Further analysis

Avenase 1975=100

TABLE 2

Bnoad grouDs wjthin manufacturing industry MarKet sectors excluding
constnuct'ion industry

Food, drink
and tobacco

Chemicaìs
coaì and
petnoleuln
pnoducts

ìeather and
clothing

0then
manufac-
tur ing

Consumer
goods
ìndustries

I nvestment
goods
i ndust li es

I ntenmed i ate
goods
'industc i es

Meta'l Engineeling
manufacture and al I ied

i ndust¡ ies

bti 41 298 ô? 142 2A3 3491975 l,{e j ghts 71

r03. 6
105. 3
108.1
109. 6
100.1
92.4

10't.2
ì 1ô.0
122.4
132.0
1?1 .7
120.4

7

6
0
4
A

A

6
2
8
0
A

5

I
I
2
1

2
I
6

1
1

2
1

6
9
't

l
'1

4

A

6
I
0

oÀ
o?
o?

91
93
93

r01
104

107
106
98
oâ

100
101
101
oo

84

96
98
oo

100
ot
89

I
D

1

1

3
2

I
5
o
I
1

8

97
99
99
oô

r04.
r04.
103.
104 .

7A.
78.

I
4
A

6
7

6

111
114
115
117
107
r05

5
0
c

6
D

8

102
104

106
107
106
103

2
z
0
A

1

5

1 976
1 977
1978
10?Q

r980
1981

93. 4

93.1
oâ "
93. 4

92.4
91.8
9r.?

118
119
120
123
121
121
121

88.
89.
89,
89.
90.
ô1

93
J'

9?
91
eo

88
eo

90
90
90

90
90
87

89
90
8'l

81
84
78

81
80
73

105
104
107

10?
105
105

?6

75
75
74
71
71

1

5
4

4
8
5

84.
85.
86.
85.
86.
86.
87.

A

2
1

1

7

5

B
4
I
â

9
0
1

3
1

6
1

1

2
2

2
A

A

A

I
6
2

102
105
108
r06
104
105
105

78.
71 .

82.
80.
78.
70.

105.
102.
103.
104 .

r 05.
105.
106.

ted
l
)
3
A

1

2
3

Seasonal ly
adjús
1981

r982

1981

1 982

102 10? 76 8ô
104 107 71 86
r04 112 80 87

94
94
93

89
ao

-o0

119
1?2

125
ILJ
121

90
9i
91

r2ì
12ì
121

9l
ôâ

91
9?
92

o,
ot
9l

t¿¿
121
122

o1
ot
o,

1J
A

s

0
N

D

J
F
M

A
M

J

J
A

S

ZJ
LÕ

?o

89
89
89

o?
o2
ot

ì05
105
103

108
107
103

84
82
B]

70
?l
69

94
o?
eo

76
76

/o
/b

'75

75.
73

73
14
68

86
85
86

86
87

86
B?
B7

8?
88
8B

IUJ
108
r0ô

1A2
103
107

r04
106
106

71
11

105
106
10?

+0.6 +0. 1 -10.2 +1.0 -0. 1 +0. 9 -o.2+0.1-0. 4
% 3-month on
3-month
change ( r )

(l) Average of July to Septemþer 1982 compared with the average of Apriì to June 1982
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TABLE 3

INDEX OF INDUSTRIAL PRODUCTION

lmplied ìevel of output

Avenage 1975=100

TABTE 3

Total al l
industries

All industries All industnìes Total
other than other than manufacturing
MLH 104 ( 1 ) construct ion industries

810 69?

107. I
105. 7
r00.0
103.3

1975 |¿ieights 1000 ooo

1973
1 9?4
1975
I 976

r09. 5
105. 7
100. 0
r01. 1

101?

1978
1 0lô

1 980

106. I
110.6

105.6

109
tu5
100
102

7
'l

0
5

r08.8
107. 5
r00.0
102.0

103.9
104.5
104.6
95. 1

89.0

r02
104
r04
9ô

6
5
4
6

108. ô
r1r.9
115.9
107. B

1981

Seasonal ly
adjusted
1973 l

2
3
4

191 A

1975

1976

r 977

1978

1 979

1980

1981

1 10.0
109.6
110. 1

109. 1

99. 4

99. 2
100.7
101. 1

'r00.9
101.9
101.6
105.6

r08. 2
111.4
111.7
111.0

110. ?
115.8
113.4
112.I

1 t0.6
l0?.4
103. I
100.5

100.2
101.7
't0r.6
104.5

100. ?

97.5
oâ F

88. 7

100.1 90. 2 103.5

r09.
109.
109.
108.

102.
108.
108.
103.

103.
oo
oq
oo

ô
3
0

1

4

5
0

5
I
l
2

5

t
I

5
5
0
6

2
6

o

r 03.
I02.
102.

102

103.
105.
r05.
104 .

102.
106.
104.
104.

r01.
98.
oÊ
o1

ao
ao
o1

90.

oô?
89. I

100.8
101 .0

4

0
I
8

A

3
7

6

ô

I
o

0
8
1

9

I

ô
l
2

1

7
1

I
I
5
1

5

107.
107.
108.
10? .

I00.
10s.
108.
104.

103.
ôo
o1

99.

108.2
108.3
109.3
109. 4

1

¿

A

1

2

4

1

2

A

1

2
3
A

1

2

4

1

?

A

1

?

A

I

2
3
A

1

2

r02
108
108
103

102
oo

98
99

104 .0
110.?
r09.9
105.4

104
oô

9?
98

2
'l

I
100.2
100. ?

r00.1
103. 2

100.9
102.'t
102.7
106.8

107
106
106
r06

109. 4

108. 7
108. r

108.4

105
103
103
103

103
105
105
104

102
107
103
104

89
eo

112
109
106
102

102
102
104
105

104
104

109.8
1 12.3
112.9
r r2.5

't

1

a

0

8
6
7
t

113.9
1 18.8
115.8
115.4

I
6
0
I
2

I
0

5
o

87.8
88.3
90.0
89.8

1 0e?

Some ìndicatons within the index ndustr ion are þased on sales
data, which may ovenstate on undenstate the level of output. The index
numþers jn laþìe 3 allow for this þy adjusting for changes in the levels of
stocks fon these sectons. These series are onìy available quanterly and in
arreaas of the latest index data. lndex numbers fon the six bnoad gnoups
within manufacturing jndustry are published in Taþìe 7.2 of the "Monthly
Digest of Stat ist ics" -

(1) MLH 104 : extraction of minenal oil and natunal gas.
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TABLE 4

0utput of mineral oì l and natupa'l gas (1)

INDEX OF INDUSTRIAL PRODUCTION

1975= 100 1 976= 1 00

TABLE 4

Percentage
change

over
pnevious yean

1976 (2)
r97l
r978
r 979
1 980
1981

Seasona 1 ly
adjusted

r976

1977

1978

1979

r980

1981

5403
15818
2302 I

3310ô
33889
37399

( 100)
(293)
(426)
(613)
(627)
(692)

.193
.46
+44

+2
+10

OVêT
previous quarter

1

2
a

A

1

2
3
4

1

2

4

1

2

A

1

?

A

1

?
3
A

1

2
a

2600
4300
5600
I 100

r3500
16200
16300
1 7300

19500
22600
23500
26400

30900
33600
34900
33000

34400
33400
32400
35400

3? 100
36s00
36ô00
39400

(361 )
(4 18)
(435 )
(489)

(636)
(6r8)
(600)
(655 )

(687)
(675)
(678)
(729)

(7?6)
(780)

*13
*16

+4
+12

*1?
+9
+4

-6

(48)
(80)

( 104)
( 169)

( 250)
(2s9)
(301
(321

+68
+30
+62

*48
.20
+t
+6

o¿¿
647
6r0

+4

+9

+5

";

+'1

-1

r9B2 39200
42200
4 1900 (776)

(1 Explorat ion or, and extraction m inena , natura
gas condensates (on land and offshonè) classified to Minimum List Heading
104 of order ll Mjning and Quarrying of the Standard lndustrial Classifi-
cation 1968 (MLH 104).

(2) Because changes in output of this industry are measured net of explora-
tion costs, f,hich were reìat'ively hlgh jn 1975, thene ls a large movement
in the iñdex numbers þetween 1975 and 1976 yl'ìich should not be inte¡-
preted as whoììy reflecting lncreased oil and natunal gas extnaction.
The pe|iod to pêriod changes reconded from 1976 onwards, however, mainly
reflect the movements in oil and natural gas extnaction acttvity.

gas and natural





RESTRICTED

MISS J C SIMPSON

20 December 1983

MR HAIJL cc PSrlChief Secret,ary
PS/Financial Secret,arY
PSrlMinister of St,ate
PS/Economic SecretarY
Mr Middleton
Sir T Burns
Mr Anson
Mr Byatt
Mr Cassell
Mr Battishill
Mr Evans
Mr Monck
Itlr Odling-Smee
Mr Shie1d.s
Mr Folger
Mr Mowl
Mr Hibberd.
Mr Spencer
Ms Brodie
Mr Lord.
Mr Portillo
Mr Ridley
Miss Carter (CSO)

GÐP FIGURES FOR THIRD QUARTER

The Chancellor has seen l"lr Shields I minute of 19 December, wíth
the analysis of the GDP measures to be published t,oday.

2. He is anxious that a line to take in answering press enquiries
should Ínclude reference to the fact that I'company profits
continued to ímprove quite strongly wÍth an increase of approaching

30 per cent Ín the year to the tlúrd quarter of 1983'r. This is
paragraph 3(vii) in Miss Carterrs note covering the CSO press

noti-ce.
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MISS J C SIMPSON





iTESTRfCTBI) F}ìOM: JON STIIELDS

19 ir¡jCEMBnR 198?s

cc:

CÌ!\1VCELL,Oh OF TIIE EXCHnQUER Ohief SecretarY
Financial SecretarY
Minister of State
Iconomic SecretarY
Mr llicldleton
Sir [erence Burns
Mr Anson
Mr Byatt
Mr Cassell
Mr l3attishill
Mr Ïtlvans
Mr Monck
Mr Oclling-Smee
l{r Folger
Mr M Ha]1
Mr Moinrl
Mr Hibberd
Mr Spencer
Ms Brodie

\

rd
rtillo
dley

I{iss Carter (CSO)

GtP FIGUlìtrS ¡-OR TIIIIì! QUAIÌTEH

The cso witl be pubtishing provisional estimates for all
three measures of GLIP tomorrow ([uesday 20 December at 2.1O p.n')'
A Press Notice is attached (futl version, top copy only) '

2. The only previous estimate published for GDP in the third
q.uarter rllas the preliminary estimate for the output measure

GIP(O). This showed a rise of about'1 per cent on the second

quarter. The latest figuresput the j-ncrease jncnP(o) at i
1.2 per cent. GDP(E) and GDP(I) are Êhown rising by 0.6 Ber cent "'

and O .? per cent respectivelYr,t

r#i+ùâ
'ñ

ùr
v

uY-

IIr lro
Mr Po
Mr Ri





RESTRÏCT3D

t. As the ou$put measure GDP(O) is general}y considered the
most reliabl-e indicator for quarter-to-quarter movensûtsr the
figures shouLd be taken as But there will
be considerable intereeù in

of a rÍse of about 3 per

cent between 19BZ and 1983. Growth between the first three
quarters of 19BA anð, 198V on the average rneasure hras just over

2å per cent.
(rounding to V per cent) wouldr oo these figurest

n- faster than seen recently, but not implausible. Data

revÍsioas are of course to be e:çected along with publicatioç'
of the fourth quarter nr.¡.mbers Ín March.

4. The Prese Notice gives prominence to t-he

Þcpenditure
Measure

99.O
1O1.7

1OO.3

100.8
1AA.7
10r.6

1O5.1
1OV.1

107.7

GÐP (IndeF. 1qB0 = 1O0\

Income Output Average
Measure Measure Measure

Average
Measure:

Growth oa
a year earlig¡

1981

1982
98.3

100.4
99.0
99.t

98.9
99.2
99.7
99.9

1O4.7
1OO.7

1O1.9

98.5
1OO.V

99.7
,100.0

100.2
101.5

1O7.1

102.2
1O7.O

(per cent)
1.5
1.8

.6

.7
9821

1981

Q1

Q2
q3

Q4

Q'I
q2
q3

1OO.V

100.1
1AO.2

100.9

101.5
1A2.8
103.'

1

2

1

1

.8

.6

7.4
2.2
2.8

5. Ï/e shaLL be subnitting tomorrow &.e "first of a regular
series of notes on "actÍvity and the labour marketrf which wilL
look at th-eee latest figures against the background of the Lattet
(Autr¡mn $tatement) forecast.
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Irine to take

(i)

(ii)

( r-r-r- )

RESIRICIED

FJ-gures consistent with GDP growing

at 2$ t,o V per cent a Year-

Output measure, best indicator of
quarter-to-quarter movements ., does not
suggest any slowi-ng-down of eeonomic growth'

No reason to revise Autumn statement forecast of
about 7 per cent growth Ln 19Bi on.1912'

Cyclical indicators (published last Thursday)

confir"n continuing recoverY.

JON SHIXLDS

(iv)

..)

7-





Ref : D4/5

Mí( TURNtsLILL

Iii SS STEVE¡¡S

I'.fR I-IA]'F IELD
SIR TERENCE

MR FOLGER

MR SHIELDS
MR HIBBERD

(Prime Ministerrs
(Prime Ministerrs
(cabinet office)

BURNS ( I'reasurY )
( TreasurY )
( TreasurY )
(TreasurY )

office) (2 coPies)
Off ice )

John Boreham
Fl axen
llans el I
Kavanagh
Newman
Hale

Sir )
)

)
)
)
)

Mr
Mr
!1r
Mr
11r

a cal

of 1983
notic e

GROSS DCMESTIC PRODUCT IN THE THIRD QUARTER 1983

provisional estimates of gross domestic product (COp) for the third quarter

will be released at 14.30 hours o., T,r""d"y 20 December- A copy of the press

is atLached. The figures indicate that economic activity has maintained its

irnprovement from the low point in 1981'

2. There are rhree ways of estímating gross domestic product (cop): by adding

together each industryrs net output' tt'iãf' gives the output measure GDP(O); by

addingtogetherthedifferenttypesoffinalexpenditure,whichgivesthe
expenditure,,"r",rr" GDP(E); and iy "adlng 

together the incomes generated' which

glves the Íncom.-r.""rrr. Cóp(f)- ln principle the three measures sho'ld give

the sane resul,ts, but in practi.u qr-rit" big dif f erences can sometimes occur ' GDP(O)

is usually the båst indi.ttot of short-term movements: for medium or longer-term

comparisons the average of the three measurès is preferred'

3. The rnain points of interest in the press notice are as follows'

(i) The ave¡age measure of
of 1983 was 2Z Per cent

GDP (at constant prices) in the third quarter

of increase as in the Ye
quarter f igure \'¡as more

second quarter of 1981'

more than one Per cent belwee¡r the

of 1983.

market prices) increased bY Bå

of 1982 and 1983, much the same

halves of L98? and 1983 '

(as shown by gross national disposable
by 3 Per cent ln the Year to the

higher than a year earlier, the same rate
ar Èo the first half of 1983- The third
than 5à per cent above its trough in the

(ii) The outPut meâsure rose bY

second and third quarters

( i i i ) "|loney GDP" (cop at current
between the third quarters
lncrease between the first

\ rv / The real income of the country
income at constant Prices) rose
third quarter of 1983'

(v) Consumers' expenditure continued
one Per cent in the third quarter
higher than a Year earlier'

(r'i) Total fixed investment increased by over 2-per cent in real terms

between the third quarters of 1982 and 1983'

irer Ceñt
as the

to in_crease
of 1983 to

in real terms, bY

a level 4 Per cent

V (vii) Conrpany profits-continued to improve quite strongly

^ 

\ v r r / 
;;":;;;";ching 30 per cent in the vear to the third

Ç;(,--l

wittr an increase
quarter of 1983'

(-- c'=-

Central Statistical Office
ol-233 7349

r I ôQ2

ShirleY Carter





GREAT GEORGE STREET
LONDON
SWl P 3AO

GDP at current market prices ("money GDP")

quarters of. 1982 and 1983, much the same as the

1982 and 1983.

PRESS

AND
¡NFORMATION SERVICE

CENTRAL STATISTICAL OFFICE
PRESS CALLS ONLY 01-233 7489/61A7
(AFTER 1800 HRS 01-233 3000)
oTHER ENOUTRTES 01-233 6135/6193

CSO

cso( 83 )99

20 December l9B3

cRoss DOMESTTC PRODUCT rN THE TtlrRD QUARTER OF 1983

The provisional estimates of gross domestic product (COp) for the thÍrd quarter

of 1983 indicate that economic activity maintained its improvement from the 1ow point

in 1981. The average measur.e of GDP at constant factor cost in the third quarter was

2/ per cent higher than â year earlier, the same rate of increase as in the year to the

first half of 1983- The third quarter figure vras more than 5å per cent above its trough

in the second quarter of 1981. The output measure, usually the best indicator of short

term movements, increased by more than one per'cent between the second and third quarters

of 1983. to a level 2+ per cent higher than a year earlier.

increased by 8å -per cent between the third
increase between the first halves of

The real income of the UnÍted Kingdom, as shown by gross national disposable income

at constant prices. rose by 3 per cent in the year to the tliird quarLer of 1983.

l'he increase compared with a year earlier in the implied j-ndex of total trome costs

(i'the factor cost GDP deflator") was 6] per cent in the thlrd quarter of 1983,-simil-ar

to that in the first half of the year. This rate of increase is about one Per cent more

than that shown by the market price GDP deflator; this difference mainly reflects

reductions in the national insurance surcharge, which is treated as a tax on expenditure

in the national accounts and therefore only has an-impact on market price assessments.

EsLimates of GDP at current and constant prices, of gross national disposable income

åt constant prices. of the index of total home costs and of the GDP market price deflator

are given in index number form on page 2-

prepared by the Government Statistical Service
çb

s
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GROSS DOMESTIC PBOÞUCT AT FACTOR COST, TOTAL HOME COSTS, AND NA'ÌIONAL DISPOSABLE INCOMÊ
REVALUED AT CONSTANT MARKET PRICES

INDEX NUMBERS

SEASONALLY ADJUSTED
1980 = 100

Gross domesl¡c.product 
lfl?I,"ìorr,""

At currenl pr¡ces GDP dellator

lmpl¡ed

- i:î:i "'A1 1980 prices home cÕsls

National
d¡sposat¡le
tncome at
1980 markel
pr ices

Based on
expend¡tur€ Averag€
óa1z est !male

100.0
ilo. 2
111.?+

Based on
expenditure
dâte

Based on
¡ncome
datz

Essed on
expenditure
dala

Based on
¡ ncome
dat¿ 3

Based on
output
dât¿

Aver a_o€

esl ¡mate
Ave r age Average

estimaleest¡måte

93 .9+
s8.6

101 .7

r00.0
ocÂ

r01.3

96. 8'
96.9
99.1
99. 5

æ
1A

8¡

6
0
0

13.

18.
?a.

9? .3+
100.3
102.6

vÕ. L1

r00-9-
100. ?
r01.2

97.
r00.
t03.

100.
98.
99.

A

3

6
6
I

0
ût
3

96
99

'ì02

98. O.
00.8
02 .5

65.7+
72.9
83.5

Aâ 24
't2.9
85 .6

64 .3
?4.ût
85.?

70,5
73.0
?5 .51
17 .1

6
o
'1

65 .21
75 .0
86. I

113
r18
110

't97?

1 978
1 979

1 980
1981
1982

100
98

r00

0
5

100.0
lrì.6
119.6

93.6
98.6

r 02.5
105.ô

r07 .7
|t0. ?

1 r3.2
114.8

r00.0
99 .0

r0r .3

99 .0+
r02. 1

lm.7
101.5

100.0
98 .3

r00.4.+

100.3
1m.1
100.2
r00.9

00.
09.
20.

0
'l
0

'100.0

r08.4
111 'l

0

e

100
109
118

ii
7¿
?5
71

79
85
88
91

94
ôa

r01
r04

107
107
l0g
11?

1?4

ttl
l3Cr

72.À
I¿-ó
75 .4
76.8

?o t+
8r.9
85.4
89.0

93. á
98.4
02.6
05.8

98.¡
100.5
101.31
101.6

r01.0
104 .8
1G3.4
103. I

97 ,4+
ocr.3
00.2
m.4

69.¿
7r.9
7A.2
?ô. 3.r

70.6
?1.6
73.8
?5 .8

1 97¿

ì 979

198û

196 1

1 982

1 983

?9. r

84.3
8? .8
ôr I

tö. ¿

83. S

88 .5
92 .0

105.6
107 .7
111.4
11A.2

?8.0

86.0+
89 .3

'l+
Á

ð

o

8
À

1

b
8
I
3
1

't

4

0
5
4

'?
.9

i
I
3
4

l
2
â

Å

l

A

I

3
4

1

2

A

1

7

99. 7

r02.8
10?.4
102. l

r00.
104.
103.
103.

r02.
100.
98.
98.

98.
97.
98.
oê

99.
100
ì00
lc1

¡03
r0?
103

0
7

0

I
A

?
6

7
8
6

99
t03
r02
103

102
101
98
9?

96
96
ôa

10r

103
102
103

ôô

r0¡.

102.

r01 .4
r00.3
99 .2
99. 1

'100.0

9? .9
98. 2

rm.0

100.3
r00.8
r00. 7

103.6

rGS.1
103. 1

10?'t

5
2
o

6

I

0

r01.
100.
ôô

99.

99.
98,
99.

r00.

lm.
ì00.
rcl
103.

103.
10?.

102.7
1m.?
oa ô

91 .'t

ÔÃ

oo

0l
03

o

ì
1

I

9ô- l
ooQ

100.8
r03.3

103.8
105.9
1r0. r
r 13_7

7

I
2

'I

6
4

0

6
?
A

r07 .3
1æ,1
1lt.?
112 . ¡¿

97 .5
otÃ
98 .5
98.6

't?1 . A

123.¿
126.3

98
oo
oo

99

00
00
01

5
2
'l
o

18
5

r13.4
117.?
1r8.9
121 .?

116. r
119.1
t¿t -¿
123.7

116.5
'l 19. l
120.8
12r.9

121 .1
ttt. t
131.5

2A
4

I
Á

1?5
1?6
130

,l These estir,ates are given to one dec¡mal place but this does not ¡mply that they cån be regatded as accurate 10 th€ lasl digit shown-

2 Meôsu.ed at m¿rke1 pr¡ces.
3 lncome datô dellsted by the ¡ndex ol toìal homê costs'
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Expend i t u,-e aL constant 1980 prices (rable ¡)

l'he expenditure measure of gross domestic product in the third quarLer of 1983 was

3 per cent higher than a year earl-ier. This measure has moved somewhat unevenly in

recent quarters and it nohr åppears that the figures for the fourth quarter of l-982 and

the first quarter of f983 were erratically high. The second and third quarter estimates

probably reflect the rate of growth since mid-1982 more accurately.

Consumers' expenditure increased by one per cent in the third quarter of 1983 to

a level 4 per cent higher than a year earlier. General government final expenditure and

fixed investment both grew by over 2 per cent between the third quarters of 1982 and 1983-

The balance of overseas trade in goods and services vrorsened, hov¡ever, as a result of a

faster rise in imports than in exports. There.was little change in stocks in either the

second or third quarters of 1983. There had been some stockbuilding ín the first quarter

of 1983 but destocking durÍng the second half of 1982-

Income at current prices (faUte C)

Comapny profits continue to improve quite strongly. Currently, it is estimated

that company gross trading profits grew by approaching 30 per cent between the third

quarters of 1982 and f983. Over the same period, income from employment rose by 7 per cent'

with a larger increase in average earnings offset to some extent b-y redrrced employment-

The gross trading surplus of public corporations went up by about 2à pet cent.

htren deflated by the index of total home costs, the income meâsure of GDP increased

by 3* per cent between the third quarters of 1982 and l-983.

Ou tpu t at constant 1980 prices (raUte O)

The output measure of GDP increased by more than I per cent between the second and

third quarters of 1983, following little change between the first and second quarters.

On this measure, total output was 2I per cent above the level of a year earlier. Output

of the production industries rose by about 1 per cent between the second and third quarters

buL rnanufacturing showed a smaller increase. There was a 6] per cent rise in construction

output, reflecting in part the effects of the unusual weather conditions in both quârters.

Activity increased by about 2 per cent in both distribution and transPort, with a smaì1

rise over the rest of the service sector.
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Consui s! expenditure (tabtes E and F)

AL constant Ì980 prices. consumersrexpenditure increased by one per cent between

tire second and third quarters of l-983 to a level 4 per cent above the third quarter of

1982. Spending on durable goods increased by about 6 per cent over the second quarter
reflecting the heavy demand for cars in August- Consumption of beer was also up by

6 per cent. The increase in the other services category is mainly accounted for by an

increase in spending abroad. On the other hand, spending on food and on energy, which

had been unusually high in the second quarter, fell back in the third.

At current prices, consumers

third quarters of 1983.

expendi ture ros e by 2 per cent between the second and

NOTES TO EDITORS

The text of this press notice is based on seasonally adjusted data.

A t indicates that. the data are new or have been revised. The period so marked

is the earliest in the column to have been revised.

From this quarÈer. the index numbers of the implied market price GDP deflator are

being given in the table on page 2. Previously, this index was published only in table
6 of Economic Trends- This index differs from the implied index of total home costs
(tne imptied factor cost GDP deflator) in that it includes the effects of indirect taxes

(.g. VAT) and subsidies on the prices of goods and services whilst the index of home

costs excludes these effects.
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TABLE A

EXPENDITURE ON THE GROSS DOMESTIC PRODUCT - AT CUBRENT PRICES

Seasonally adjusted

Final expendilure on goods and services at market prices

GROSS DOMESTIC
PRODUCT

At market
prices

227 248
250 554
274 993

At factor
cost

128 A72
147 207
169 1 19+

196 394
214 274
233 267

38 Bo4+
41 870
43 590
44 855

Total
final
expendilure

Central
government

I 98e+
I O3B
9 128
I 388

Loca I

a ut horil ies

Exports
of goocJs
and
se rvi ce s

lm porl s
of goods
and
se rvices

Ë r\4lLL-r,.

Adjustmerrr
lo fãc1o!'
coçl

121
291,.

30!r

General government consumption
Gross
domeslic
lixed
capital
formalion

Value of
phys i ca I

increase in
stocks and
work in
p rogre ss

-3 236
-3 075
- 1 106+

Consumers'
€xpenditure Totol

1977
1 978
1 979

144 793
166 502
194 428+

187 370
212 013
248 969+

17 614
19 BO8
22 961

25 907
29 845
34 816+

1 858
1 716
2 126

43 631
47 785
s5 163

42 577
45 511
54 541

284 950
31 1 145
342 159

137 324
152 836
167 899

48 419
54 538
59 946+

29 474
33 170
36 543+

18 945
21 368
23 403+

39 241
38 998
42 282

63 202
67 848
73 138+

57 ¡r,tz
60 591
67 1n6l

30 854
36 2Br+
4\ 72-î)

B6
99

118

12
96

7
5

400so3+

648
263

11

13
15

lo
10
10
10

163
456
54 1

739

29 262
33 071
38 361

16
19
25

10 471
10 /t'; 482

1 980
198 1

1 982

1 979

1980

198 1

1 982

1 983

44 191+
47 715
50 484
52 038

341+
517
334

27 0B 1+
29 305
30 387
31 730

1

a

ó
4

1

2
e

4

1

2

ó
4

'|

2
,5

4

1

¿

3

56
61
64

B 820
I 302
9 946

10 293

5 307
5 558
5 911
6 185

3 513
3 744
4 035
4 108

7 e29+
I 468
B 946
I 473

781
165
872
308

11 730
14 277
14 183
14 973

12 150
13 802
13 950
14 7jg

5 387
5 B4!
6 894
/ ¡u.l66 777

54 035
56 036
57 658
59 519

46 509
48 430
49 993
s ll 462

69 305
71 099
71 480
73 066

33 228
33 879
34 717
35 soo

11 091
11 627'r2 602
13 099

4 374
4 528
4 946
5 097

9 606
9 B 16
I 875
I 944

- 594
- 101
ót¿
229

15 974
15 878
15 598
15 752

15 270
15 063
13 822
13 q(17

7 6.tij
7 ð6t:
B 05,'

717
099
656
oo2

6
7
7
B

-1
-l

61 036
61 439
63 155
64 924

683
567
860
164

74 166
75 628
79 731
81 620

36 615
37 837
38 722
39 662

13 119
13 099
14 153
14 167

7 992
7 816
I 669
B 693

5 127
5 283
5 484
5 474

I 735
I 627
9 758
I 878

-1 192
-1 330

-35s
* 198

15 889
16 395
17 453
1B 111

13 130
14 tB9
16 576
16 G'16

o :c: l-

8 Bt?
I 29s
I7Fr_)

66 251
68 076
69 125
71 541

28
18
54
67

82 842
85 194
8s 729
88 394

14 572+
14 849
15 011
15 514

5 583
5 811+
s 883
6 126

- 205+
356

-572
-68s

17 880+
18 265
17 988
19 005

o1l
18

o4
t:'3

73 419
73 110
7s o98

616
477
286

44 238
45 366
46 355

10 102
I 769

10 13s

11 259
11 052
11 388

582
50
trl

10 80,ì
10 6.3:ì
10 B1l

4t
42
43

52
52
s3
55

556
579
586
61 0

62
62
64

10'1IIJ
r0 62X40 432

268
761

lg
s5
00

16 ,i
17 1

16 6
16 n

18
18
1B

91 937
92 005
93 998

383
099
518

16
'16

16

5
B
CI

6
6
6

I
30
83

2

ó
2

9 475
I 438
9 686





EXPENDITURE ON THE GROSS DOMESTIC PRODUCT - AT I9BO PRICES(1)

Seasonally adiusted

Final expenditure on goods and services at markel prices

TABLE B

1 979

1980

198 1

1 982

220 505
228 270
ß2 877+

s6 656+

56 BB9
57 177
57 209

137 324
137 559
139 552

48 419
48 329
48 942+

1B 945
18 679
19 104+

GROSS DOMESTIC
PRODUCT

At market
prices

At factor
cost

196 394
194 444
199 008

Tolal
final
expendit u re

272 734
282 537
292 785+

284 950
280 723
287 952

69 633
69 030
70 859
71 201

Ce ntra I

government

70+
44
48
76

Loca I

authorities

Gross
domest ic
f ixed
capital
f orm at ion

39 651
41 210
41 41 1+

39 241
35 5s3
37 627

1O 127+
10 330
10 455
10 499

Value of
phys i ca I

increase in
stocks and
work in
prog ress

60+
244

-608
-67 7

Exports
of goods
and
se rvices

lmpor ts
ol gon,ls
and
se rvinec

Ad jtrsl nre n ¡

to fact ''
cost

27 7 ô',J

30 270
31 4!l?

/ rr):'/ 7Q7

'i 7l!.)

General governmenl consumPtion

Consumers'
expenditure Total

1977
1 978
1 979

192 37 1

198 000
201 385+

124 646
131 485
138 OO4+

45 734
46 728
47 612

27 876
28 184
28 560

879
544
052

2 638
2 090
2 49c,

59 913
61 024
63 268

tt
1B
19

236
655
981

_a
744

6 50
838+

29
29
29

46
46
47
46

5¿ ¿tl
54 267
59 9rì8

14 6
'14 8
14 Ì
1d ?

74
74
74
74

1 980
198 1

1 982

227 248
224 467
229 935 +

63 202
61 937
62 812+

57 7A2
56 256
58 (r171

30 854
30 023
30 927

1

I
4

I

2
.J

4

'I

2

4

1

2
a

4

1

2

3

48 828+
51 153
51 016
so 388

33 677+
35 323
34 309
34 695

11 787
11 956
11 939
11 930

7 093
7 177
7 157
7133

4 694
4 779
4 782
4 797

852
279
040
319

14 108
16 745
16 164
16 251

13 895
15 345
15 261
1E ¿(l7

7 828
B 135
7 630
7 8q!)

ss 1+70

57 743
56 859
56 266
56 380

49 779
49 233
48 722
48;660

73 281
71 821
70 030
69 818

7 265
7 298
7 406
7 505

4 809
4 708
4 694
4 734

10 238
I 989
I 645
9 369

-50 1

- 135
- 1 201
-1 399

15 538
14 962
13 764
13 ¡l:lB

96.1
6 ?fì
54t1

56 641
55 478
55 797
56 551

098
048
199
o99

7 436
7 327
7 524
7 367

48
27
25
79

I 983
B 803
I 812
I 955

1010
1 329
- 182
- 134

15 153
15 222
15 655
15 907

12 992
13 ss2
15 l:ì62
l¿ crio

I 5¿.1.:)

7 43C,
7 598
7 452

49 234
49 475
49 438
50 861

7 | 515
72 054
71 473
72 910

12 17 1+
12 175
12 183
12 413

4 701
4 731+
4 735
4 937

9 371
9 145
9 531
9 5BO

1s 678+
15 894
15 304
15 936

261
77
64
5r)

633
907
694

74
1a

288
646
287

59
58
58

6
4
4

12
t¿
12

B1
83
BO

594
585
589

12
12
12
12

2
1

2

2

34 911
34 128
34 134
34 151

34 423
34 380
34 329
34 427

23s
596
063
658

34
34
2Ê

35

49
48
4B
49

474 6 s59
5 833
5 352
5 458

7

7
"i

66058

006
100
239

084
954
245
046

62
69
55

1 983 5 037
4 942
4 921

9 883
9 624
I 745

598
-31
-25

15 781
15 560
15 622

14 916
15 f94
Itr 1tî

7 8Bq+
7 í150
I O7l

51 592
50 633
50 910

74 397
73 677
74 192

35 473
36 0s5
36 39s

7

7

625
527
534

(1) For the years prior to lg7g, the totals differ from the sum of their components due to the method of rebasing to 1980 prices'





FACTOR INCOMES IN THE GROSS NATIONAL PRODUCT

Seasonally adjusted

TABLE C

1 983

At market
pri ces

At faclor
cost

Net
property
income
f rom
abroad

Residual
errol

lncome
f rom
employ-
ment

Comp-
anies(1)

Public
corpor-
ations

GROSS NATIONAL
PRODUCT

GROSS
DOMESTIC
PRODUCT Total
(INCOME domestic
-BASEDI income

127 681
146 S62
170 174

Gross lrading profits or surPlus

General
government Other
enlerprises income(2

32 599
35 556
38 741

Memorandurn ilems

Company lnciustrial & com-
prolils mercial comFanrtrl
net of trarlirrg profils{3)
stock app-
reciation gross net(41

LESS
Stock
apprec-
ia tion

17

24

197 7
1978
1 979

144 909
167 163
19s 418+

227 062
251 I 1l
276 508

128 188
147 868
170 109+

116
bbr
990

391
245

- 1 oss+

132 670
151 185
178 9 13

86 209
98 437

1 14 765

20 114
23 322
29 982

5 095
5 391
5 582

188
205
r90

21 064
23 830
28 394

B9
¿ó
39

137
946
787

21 54 I

25 093
,5t ¿l I

5ô4
71i
0E2

49
42
87

5
U

I

16
19
22

24
26

6
6
5
6

I
B

10

1 980
198 1

1982

196 208
215 531
234 782

- 186
1 257
1 s1s+

-2 153
-87 4
-334

2Os 121+
22 1 013
237 544

136 016+
146 665
155 87 1

6 129
7 700
I 068

189
199
4B+

198 s4i+
2 15 148
233 601

s6 265
58 189
59 005
60 142

30 188
30 893
33 816+ 4

6
5

1

2
2
a

504
2'l

20t

43

a)

,1:
3n

95
I
o+30 71

34
CL

74
65

824
I U.J

365
287

77
83
93

100

10 B2l
1(-r 983
I ,,' 5(l i

27 199
30 95t
3s 325-f

1979 1 44 579+
2 47 796
3 so 861
4 52 182

1 e2+
951
967
999

388
81

377
144

39 2sO
4r 834
43 574
4s 516

41 074
44 097
45 939
47 803

50 4s9+

26 788
27 908
29 282
30 787

70
68
16
¿ö

51
30
67
42

6 53s
7 072
7 275
7 512

4 888
5 673
5 996
6 230

6 699
7 941
B ]98
B 439

5 25i
5 995
6 2!15
6 5ít5

1980 1 53 934
2 55 874
3 57 645
4 59 609

46 408
48 268
49 9BO
s1 552

- 101
- to¿

-12
90

-1 174
-r 128

-37
186

47 683+
49 558
50 030
51 276

020
477
165

I 836
7 848
6 807
6 697

27
61
9B
43

41
70
36
42

7 757
I 011
8 322
B 509

2 776
1 462
1 447

BB9

I 187
8 304
7 414
7 487

6 931
7 ì96
6 26á
6 B(,)E

1981. 1 61 281
2 61 833
3 63 444
4 65 253

52 928
52 961
54 149
55 493

1 185
18

-793
-1 284

51 498
52 549
54 653
s6 448

52 745
54 139
56 237
57 892

35 583
36 165
37 067
37 850

1 6s6'I 954
1 985
2105

56
49
72
22

I 640
8 742
9 016
9 158

247
590
584
444

5 8s3
6 012
6 793
7 690

93
64
29
IB

6lì-'ì6
7 147
B 0?5
B -q51

245
394
289
329

6 810
7 229
8 097
8 757

1982 1 66 309
2 68 492
3 69 548
4 72 159

55 686
58 334
59 077
61 685

5B
4 16t
423
618

-637
-27 1

-35 1

925

38 468
38 845
39 075
39 483

7161+
I 316
8 737
I 602

2 229
2 215
2 341
2 283

30+
38

-20

I 372
I 568
9 794

10 007

oocl
793
922
233

B 3851
9 493
9 868

1rì 686

30
19
99
34

63
76
78
81

32 198+
33 730
34 814
35 274

51
51
52

62
62
64

39
41
43
44

629
624
644

-446+
36
16

-66 1

a

4
4
3

Â

4
6

580
740
657
o1B

7
7
B

oo
941-i73 775

73 073
75 270

s7 260
58 982
59 927
61 375

6 361+
826
959

7

9
I
I

cÂq i-

o03
o90

564 648

40
58

356
-37
172

288
-505
-583

328
982
869

63 111
64 023
66 017

40 813
41 278
41 859

I 721
I 783

11 207

2 353+
2 623
2 397

1o 2 19+
10 387
10 563

783
1 04 1

1 148

5
I
I

5 1{} 105.l(r 14 i
I1 52i

I

e

(1) lncluding f inancial institutions.
(2) lncome irom rent, self employment and imputed charge for consumption of non-trading capital.
(3) Excluding financial companies and institutiåns. Their ãontribution to the gross national product is measured as lhe difference between bank

charges, commissions, á1", on the one hand and th.e managemenl expenses on the other, ãnd is negative
(41 Gross trading profits net of stock appreciation'





INDEX NUMBERS OF OUTPUT AT CONSTANT.FACTOR COST

SeasonallY adiusted

Production

lf.ì80 - ir,'l
TABLE D

1 980
Weights

1 979

1980

198 1

1 982

1983

GROSS
DOMESTIC
PRODUCT

1 000

Ag iicu lt u re
fo re st ry
and fishing

22

Total
production
and
conslruction

424

104.O
108.9+
107 .0
107 .3

105

Energy and
water supply

95

Manuf acturing
( revised
def inition)

266

Construction

63

Distribution
hotels and
calering;
repairs

128

Transport
and
communic¡liln

72

Total

361

Other

354

99
100
ro0
100I

1977
r978
1 979

84 .7
91.1
89.8

1 980
198 1

1 982

97 .3
00.4
03 .3

00. o
e8 .0+
99.3

101.0+
104.8
103.4
103 .9

99.8
03.4+
06. I
oo. o
95.4
97.1

101
98
95

94
94
96
96

9s.8
97.1
97 .8
97 .7

98. 8
98 .3
99 .9

oo
03
07

97
9B
9B
98

99
99

100

1+
74.8
8s.o+

100.5

108.9
109.6+
109 .4

I
3
4
5

06
o2
97
93

92.4
92.7
94.6
94 .9

8
4

2

00.0
fJo .6-f
01 5

94
96
98

94.8
97.1

101.5

100. o
98. 1

ooô

02 .1
05 .0
05.6

00.0
eo.4+
91,8

0
1

6
I

o1
o7
o7
06

89
90
92
94

94
91
97

99 .6
105.4+
109 .0

100.0
e8.e+
98 .3

106
114
107
109

96
103
104
103

97
9B
9B
99

96
101
104
99

100
98
98

102

100.0
96 .3
98 .0

104 .6
109.3+
106.9
'lo7 .3

105. 1

101 .3
97 .8
95.7

100.0
103. I
1 10.2

100. o
102.5
112 .5

89
B8
89

o4
o9
13
t3

114. 1

1 15.0
117 .2

100.0
93 .6
93.7

1

2

ó
4

1

2
ó
4

1

ó
4

'|

a

ó
4

1

2

3

93

e+
1

0
9

5
6
I
1

I
5
3
I
6
9
.1

4

107 .3+
112.2
108.0
1 10.0

102.7
100. 7
98 .9
97 .7

97
100
101
101

1

4
2
4

6
7
1

4

104 .7
101.4
r00.4
93. s

105
101
eB+
97

103
101
99
9B

97
97
98
98

9B
99
99
99

00
00
o1

5
5
5
6

5
2
7

9

7
7

9

101
101
103
106

94 .9
95.5
96.9
98 .0

101
103
103
106

e2 .8+
89. I
91.8
87.1

9B
98
99
97

98
98

100
lo0

r00
r00
101
101

110
113
114
113

98
9B

ro0
100

e8l-
99
9B
98

r0t
101
r02
102

109
109+
108

101
103
105

100
101
r03

102
102
l03

o
où

I

6
5
ó

2
1

5
I
4
I
3

94
94
93
92

94
93
94

4
ó
9
4

2
R

4





CONSUMERS' EXPENDITURE AT CURRENT PRICES

Seasonally adjusted

Other goods

I f/ll[¡i(;i'.
TABLE E

Total
consumers'
expend-
itu re

Durable goods

Total

Cars,
motor
cyc les
and
other
vehicles

Furnl-
ture
and
f loor
cover-
ings

203

Other
durable
goods

Food
(house-
hold
expend-
iture)

Other
alcoholic
drink Tobacco

Clothing
othe r
than
footwear

gorvices

Benl,
rates
arrcl
waler
charges

Othcr
services

{1}Bee r
Energy

Footwear producls
Other
goods

1977
197I
1 979

712
596
s03+

ó | ¿¿
4 489
6 lBO+

2 277
2 717
3 303

16 047
17 927
20 364

3 788
4 182
4 839

86
99

118

7 602
9 762

12 677+
556
194

357
555
972

I

3

ó
ó

*1

4

44
49
53

6
7

B

210
819

3 628
3 88s
4 233

89s857
280
oo9

5 434
6 393
7 454

1 110
1 343
1613

18
82
20

20 555
23 798
28 711+-

9 978
1 334
3 36¿

14
66
14
70

31
3?
34
,J5

l6
r9
?. 1

B8
104
124

34
3s
3s
ób

1 980
't98 

1

1 982

137 324
152 836
167 899

13 019
13 820
15 511

6 120
6 436
7 136

3 542
3 829
4 403

22 873
24 170
2s 564

4 822
5 515
5 882

83
2B
20

14 220
15 294
16 533

t)40
143
!7_2-

35 519
40 031
,ld 416

2 692+
3 500
3 082
3 403

2 55+
704
504

687
884
774
849

750
912
804
837

063+
210
265
301

001
017
076
139

712
881
900
961

362
410
406
435

2 857
3 075
3 177
3 311

6 s62l'
6 897
7 45 1

7 80 1

BB
B2
79
62

1 542
1 672
1 839
2 083

6 247
6 514
6 303
6 500

703
752
778
806

268
313
321
412

497
420
443
522

2 135
2163
2 216
2 306

472
476
489
507

ooB
079
178
268

5 268
5 403
5 564
5 687

n32
941
A02
,14 1

928
965
009
070

018
045
131
209

5
6
7

5
8+

65
37

79
83
88

86
e2+
14

907
983
054
065

2
2
2
2

23
24
24

750
798
9A4

10 957
13 367
14 954+039

1 979 08

't980

1981

'I

2
e

4

1

2
a

4

1

2

4

'I

2
a

4

1

¿

ó

27
29
30
31

40 163
41 456
42 541
43 739

+ 2

2

2

?

ó

34
36
39
4ó

4 762
4 984
5 232
5 386

56
57
57
57

049
082
330
358

4s+
13
6B

4
7
I
9

05
87
30

33 228
33 879
34 717
35 500

3 490
3 208
3 196
3 125

774
498
A67
381

847
840
846
824

370
405
368
512

103
078
132
173

155
220
227
220

1 960
1 988
2 016
2 019

439
437
434
440

2 557
2 608
2 841
2 951

56
23
70
71

3 733
3 908
4 102
d 297

B 347
8 781
I 07{l
I 3i2

3 349
3 507
3 481
3 483

1 505
1 670
I b5r
1 609

900
889
8BO
886

944
948
949
988

5 878
5 917
6 127
6 248

540
567
613
658

203+
241
271
277

286
368
407
454

444
444
449
461

3 017
3 308
3 440
3 602

3 738
3 788
3 858
3 910

4 503
4 691
4 884
5 tl65

6Cì
956
1ca

35?

869
870
883
920

I
7

58
80

36 615
37 837
38 722
39 662

0s6
050
070
152

I
9
o
o

0
0
I

1

1982

1 983

28

4
4
4
4

4
4
4

44 238
4s 366
46 355

2 153
2 162
2 534

1 077
1 155
1 127+

1 192
1 227
1 226+

6 508
6 661+
6 BO7

1 855
1 901
2 033

38s
490
496

1 595
1 510
1 s20+

495
544
54 Bl

3 923
4 277
4 069

4
4
4

422 12
41
e3+

5 755
5 802
5 n92+

11 65?
11 /52
r2 iofì

6
4+

33
44
502

544
887

(1) lncluding the adjustments for inlernational lravel, etc. and final expenditure by private non-profit-making bodies





CONSUMERS' EXPENDITURE AT 1980 PRICES(1)

Seasonally adiusted

Other goods

TABLE F

ïotal
consumers
expend-
iture

1 979 33 677+

1 980

Durable goods

Total

Ca rs,
motor
cyc le s
and
other
ve h ic les

Other
durable
goods

Food
(house-
hold
expend-
iturel

Other
alcoholic
drink Tobacco

Clothing
other
than
f ootwea r

2 002
1 979
1 998
2 004

Snrviees

Ren t,
rales
and
watPr
r:harges

Ê Mrt.t.tor'1

Othe r
servicps

t2.t
Energy
products

706.1

Furnl-
ture
and
f loor
cover-
ing s Bee r Foolwear

565
729
838

Other
goods

3¡r
861)197 7

1 978
1 979

124 646
131 485
138 Oo4+

10 654
12 109
13 930+

3 089
3 253
3 616

2 809
3 120
3 551

21 883
22 501
22 893

84
40
97

3 919
4 276
4 660

4 602
4 982
4 960

10 533
10 759
11 114

13 457
14 424
14 824

t5 228
r5 512
15 787

1 980
'r 981
1 982

137 324
137 559
139 552

6 r20
6 296
6 5BO

3 357
3 394
3 678

22 873
22 676
22 570

4 822
4 470
4 128

7 983
B 258
I 645

1 750
1 78 l
1 936

14 220
14 182
14 354

16 040
16 263
16 494

J¿ó
309
695

3 14s+
4 038
3 234
3 513

472+
988
547
756

834
045
842
89s

839
005
845
862

5 621
5 722
5 775
5 775

412+
528
486
47 1

132
194
175
159

222
282
222
234

1 924
2 078
2 000
2 038

443
488
445
462

2 882
2 807
2 752
2 673

8e+
2Ì
1!
2f..

4
4
4

56
5B
58
s 655
s 345+
5 285

676
736
763f

4
q

6

5 697
5 629
5 676
5 674

5 568
5 733
5 570
5 699

30
31
34

J5
35
36

10 957
10 992
1 1 03Bt

852
484
040

6
I

8

4so+
355

o6 -1

542
725
225

ó
!t
4

019
415
483

3 530
3 214
3 169
3 106

tó
13
14

35
34
34

34 423
34 380
34 329
34 427

486 51

26

9.ì7
945
I 1:ì

B2
84
86
B7

I
4

1

2

4

1

ô

a

4

1

a

3
4

I
ô

ó
4

1

2
ó

34 911
34 128
34 134
34 151

774
501
447
398

869
842
841
BO5

887
871
881
903

5 843
5 746
s 668
5 616

461
425
356
413

171
082
114
119

204
218
216
184

456
442
426
426

2 781
2 641
2 749
2 786

3 639
3 s60
3 507
3 514

3 990
4 003
4 016
4 03 1

I8,34
B 818
I 915
B 952

3 923
3 938
3 951
3 975

684
821
650
669

3
3
3
3

36
36
36

768
796
768

r9B 1

1 982

1 983

(l) For the years prior to 1g78, the totals differ from the sum of their components due to the melhod of rebasing to I980 prices.

i2i lnctu¿¡ng the ådjustments ior international travel, etc. and final expenditure by private non-profit-making bodies.

374
322
336
313

185
105
103
077

2 055
2 046
2 052
2 lo5

437
438
447
459

2 708
2 757
2 719
2 BOB

3 544
3 544
3 546
3 548

4 045
4 060
4 073
4 (ì85

2 2ôO

3 /128
3 352
3 326

515
656
s89
s36

870
850
839
835

924
922
924
955

1 32+
106
112
100

I
B

B

B

I
9
I

n

2
2
a

B !ì3?

34 235
34 596
35 063
35 658

3 273
3 437
3 698
4 075

4 r9
543
674
944

872
892
935
979

982
oo2
089
152

ó¿ó
334
428
300

079
075
062
139

075
o1t
011
031

2 110
2 126
2 173
2 236

473
475
487
50 1

3 s66
3 574
3 604
3 610

4 101
.: 115
4 ì31

^ 147
;'o,1
15?

35 473
36 055
36 395

4 050
4 082
4 312

1 918
1 87 1

2 121

982
1 035
1 012+

1 150
'1 176
1 179+

5 591
s 714+
5 649

1 320
1 334
1 411

1 102
1 155
1 148

1 048
1 006
1 OO7+

489
534
s42+

2 734
2 931
2 789

30
47 l-
50

,r 163
4 178
4 193+

9 1ùl
I 109
9;ì9ir

961
948

2
2

245
365
3es+





PERSONAL AIiID CONFIDENTIAL

until 2.3Opm. 77 November

measure, which is the
The press notice sets
those for GDP(.A,), (f )

figures for the other
until 20 December.

-2-

preferred measure for such comparisotlso

the GDP(O) figures ín the context of
and (P). Previsonal third quarter
measures of GDP wÍl]- not be availabl-e

5. It should be noted that the exLstíng second quarter GDP(O)

fígures have yet to take ínto account the $ per cent downward

revisíon to the output of production induatríes which wâ9-

released on 14 November. This in itself would obviously tend

to reduce GDP(O) and (n) but may wel-] be offset by other data
revisions before 20 December.

Line to take

6. Prelíminary estimate;-, for the output measure of GDP in the
third quarter is. encouraging. T't'* ' showsthat the íncrease in
activity in the economy is widespread and confirmsthat recovery
is continuing.

\r\\'\\^
^A, SMITH
EB
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17 November I9B3

GROSS DOT"IESTrC PRODUCT (OUrpUr BASED) - THrRD QUARTER I9B3

Preliminary estimates suggest thaÈ output of the whole economy rose by about

1 per cent between the second and third quarters of 1983, following little change

between the first and second quarters. The rise reflected increased activity
in the production industries, distribution and the transport and communication

sector. The preliminary output-based estimate of gross domestic product (COp)

in the third quarter, from which this assessment has been derived, is 101.6 (at

constant prices, with 1980=100, seasonally adjusted).

The outpuL-based measure of GDP in the third quarter ís estimated to have been

1È to 2 per cent above the level of a year earlíer. As can be seen from the

Tab1e, the expenditure, income and output measures of GDP have been moving

differently in recent periods, with the output series growing more slowly on

the year-on-year comparisons.

CfiFPY No....,J,á-,rr.
PER50I{Å,1 Ãî{D ç$}'fflfüüÎT"i¡¡ unr¡t release :'T:l

of Fress Î{atice 3.r ?.3ß p.rn. sn,...ll.l.L_få,*;#'
and thereafter uslela¡s åfÍed

prepared by the Government Statistical Service





NOTES TO EDITORS

1. The preliminary estimate of the ouÈput. based measure of gross domestic product
is derived from the provisional estimate of the inded of output of the production
industries for Èhe third quarter, publíshed on 14 November, together with partial
information for Èhe rest of the economy. Any revisions, together wíth estimates
of GDP based on expenditure and income data, will be released by Press Notice on
20 December.

2. As the table shows, Èhe estimates of GDP based on expenditure, income and out-
put data may move differently in Èhe short term. The output based measure is
usually considered to be the most reliable measure of short term movements.

3. Although it will be some time before the size of revisions to the prelimÍnary
est.imate on Èhe new 1980 base can be investigated, the performance of the 1975-based
series can probably be taken as a guíde. During the five year lifetime of the
1975-based series, the average revision (regardless of sign) in the monÈh followÍng
publication to the preliminary estímate of the change in CDP(O) since Èhe previous
quarter was 0.2. The corresponding average revision to the estimate of the level
of GDP(O) in the most recenÈ quarter was 0.3.

t+- Since 1980 some of the statistical sources used ín compiling in GDP(O) have
been discontinued, or reduced in size. Estimates of GDP(O) may well as a result
have been subject to a wider margin of error.

5. The series and weights used to compile the 1980-based GDP(O) series. will be
described ín an Occasional Paper currently in preparatíon. The effects of rebasing
on all the measures of GDP will be descríbed in an article scheduled to'appear in
December 1983 Economic Trends. Occasional papers (price î.2.50 each) and off-prints
of Economic Trends articles (price Cl.20 each) are available from the Central
Statistical Office.

6. The expenditure and income fígures for the first half of 1983 'incorporaÈe
revisionspublished in a Press NoÈice issued on Friday 11 November.
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GROSS DOMESTIC PRODUCT AT CONSTANT FACTOR COST

Seasonal ly adjusted

198O= 1OO

Based on

Expend I ture
data

Income
clata( 1 )

0ut put
data

Average
est imate

1977
1978
1979
r980
1981
1982

96.8
98. 1

101.O
102.8
100.o
98.9

101 .2

97
100
102
100
98

100

102
100
98
98

99
99
oo
o1

02
02

o
7
2
I
1

4
o
4

1

I

93-3
96.6
99.6

102.1
100.o
98.3
ooo

4
97

100
103
100
97
99

1o2
100
98
97

97
97
98
98

98
oo
99
99

7
3
4
3
o
9
4

7
7
9
7

4
4
4
6

6
1

I
I

4
4
7
o
4
2

3
I
I
2

6
7
2
o

I
o

1980

1981

1982

1983

1

2
3
4

1

2
3
4

1

2
3
4

1

2
3

101.3
100.3
99.3
99. 1

102.7
101-4
98.2
97 -7

96. I
96. 7
98.4

101,1

100.3
99.6

100.o
99. I

100
97
98
99

100
100
100
103

105
102.

98. O
97.3
98-3
99.9

102.8
102.3

100.7
roo- 7
1O1.6 (2)

(1) Income data deflated by the implied ìndex of total home costs
derived from expenditune data.

(2) Prel iminary estimate.

1,





4.42 CONFIDENTIAL UNTIL Z.3O P.M. FRIDAY 18 NOVEMBER

FROM: MISS M O'MARA

DATE: 17 November 1983

cc

MissSCarter-CSO
MrELomas-CSO

MR A SMITH

CSO's CYCLICAL INDICATORS FOR OCTOBER

The Chancelbr has seen your minute of 16 November and agrees with the suggested

line to take. He believes he recalls that there was a similar downward "blip" in the

longer-lead.ing ind.icator in the second hatf of 1981 which ib subsequently transpired

was of no significance. If his memory is conect, he thinks it would be worth drawing

attention to this point too.

Chief Secretary
Financial Secretary
Economic Secretary
Minister of State
Mr Middleton
Sir T Burns
Mr Cassell
Mr Battishill
Mr Evans
Mr Folger
Mr Shields
Mr Hall
Mr Hibberd
Mr Salveson
Miss Dyes
Mr Mackinnon
Mr Lord
Mr Portillo
Mr Ridley

Mr Tu¡nbull - No.l0

A4_sf

MISS M O'MARA





CONFTDENTTAL UNTTL 2.3OPM FRIDAY 1B NOVEMBDR

FROM:

CH^A,NCELLOR

bn ¡L ,,1/ x
lJ\,- A dþ,i?r'^

n"- þ4p' l,{'

A SMÏTH
1f, November tg83

Chief Secretary
Financial Secretary
Economic Secretary
Mínister of State
Mr Middteton
Sir Terence Burns
Mr Casse]-l
Mr Battishill-
Mr Evans
Mr Shields
Mr HaIl
Mr Hibberd
Mr SaLveson
Míss Deyes
Mr Mackinnon
Mr Lord
Mr Portill-o
Mr RidLey

Mr Turnbull No 10

fu'+'*t W
þta

lr2¡v
fw

cc

v
tu,' I ) f7,2L

^*(r
I

bt\'L ¿u^) ,t

ttfrh
lfrt

þ¡hJ hry
L

(c rrrr,,)

Ë. Miss S Carter)
Mr E Lomas )

cso

CSO|s CYCLICAL INDICA?ORS FOR OCTOBDR: RELEASEÐ 2.3OPM FRIDAY

rB NOvEMBER

1. This CSO reLease will include updated fígures on the cyclícal
índicators for August and September - taking account for example

of the CBI October Quarterly Survey - and preliminary figures
for October. The figures for the longer leading índicator are
not yet able to incorporate data on 3rd quarter company financest
or October housing starts. But information on tlrese items is
unlikely to change the overall picture very much.

Movements in indicators

2. As is shown in the attached advance copy of the CSO Press

Release, the longer Leading indicator intended to indicate
tfturning pointsrr in economic activity about a year in advance

- will be seen to trave faltren in each of August, September and October.
Thís fol-l.ows 12 months of unínterrupted rÍses. The downturn since





CONFTDENTIAL UNîTL 2.3OPM FRIDAY 18 NOVEMBER

-2-

Juty is a result of downward movements in some components of the
index; in particular the reduced positive balance of business
confidence in the October CBI Survey (even allowing for seasonal
influences), the fall in share prices up to October, and Lower

housing starts ín August and September. these influences have

more than offset ttre beneficial effect of falling interest
rat es.

4. The shorter leadíns indicator - desígned to indicate turning
points about six months in advance has contínued its almost
unbroken two year upward trend through to October. Upward

movements in recent months have been supported'by (seasonally
adjusted) improvements in the responses to questions on ne¡tl

orders and expected stock changes in the October CBI Survey and

by buoyant new car registrations.

Assessment

5. A, welL established turnround in the longer l-eading indicator
wouLd normally be a sígn that the rate of growth of output would
slow down below ite trend rate about a year ahead. Such a

cycl-ical moderation of growth has to be expected at some pointt
even though the post war pattern of upswings has become increasingly
irregular since the tp6Os. But the l-onger-leading indicatôr is
a volatile seriesr which ha.s- sometfunes gi

no corroborat1-flg
t?re past. And there is/evidence from the
indicators that the current behaviour in

ven false signals in
other cyclical

the longer leading
indícator does mean a turning point in the second half of 1984.

6. As Ministers have publicly referred to the rise in the longer
leading indicator as evidence that the recovery will continue
into next yearr so critics and commentators will not be slow to
seize on the three months of fall as evidence that the economy is
set to trrun out of steamn. As the figures will be appearing the
day afteryour Autumn Statement it will be important to take a

clear line, in ParLiament and with the mediat about what the
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7. A suggected line to taker å8 discucaed with tho CSO agd DAt

Ls attached. this ca¡¡ Êerv€ as tho basl"s for matorial in the
Treasury lfeokLy Economic Brlef, for F'irst Order Quostions on

2lr Novomber and for IDT uee rríth the modia.

NSA\$\
Ë t t F'LGDR
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Line to take

(i)

(ii)

(iii)

( rv)

Movoments ín all these seríes can be volatile and

short-term fluctuations shouLd not be taken as

clear indications of the future pattern of the
economic cycle. Dmphasís in the past on provisional-
movements over two or t?rree months wouLd have given
some vêry mísleading signals.

Recent movements in the longer l-eader have not been

corroborated by any hesitation in the shorter leading
indicator, which continues on a strong upward trend.

The Autumn Statement forecast 3 per cent growth in
GDP (average measure) for 1984. The forecast took
ínto account a wÍde range of indicators of future
activíty. It is.not brought ínto question by the short-
term (and provisíonal) movements of one of the leadíng
indícator serÍes.

[If pressed] If a downturn in the l-onger leading
indicator were confírmed - and it would be some time
before this could be assessed with certainty - it could
point to sonile moderation in the rate of recovery towards
the end of next year.





DRAFT

CYCLICAL INDICATORS OF THE UNITED KINGDOM ECONOMY

RECENT MOVEMENTS OF THE INDICATORS

(Data available to 17 November)

The longer leading index fell between July and October, reflecting a drop in

share prices and in housing starts, and a decline in the balance reporting

increased optimism in the CBI quarterly survey. These effects were partly

offset by the further reductÍon in interest rates. The fall in the index

may be subject to revision as later and more complete information becomes

available. At this stage, therefore, the index should not necessarily be

regarded as having attained its peak.

The shorter leading index continued to rise, with upward contributions from all

five components over the latest periods for which Èhey are available.

The coincident index has also continued to ríse. The main upward contributions

in recent months have been provided by improvements over trend in raw material

stocks, retail sales and output of the production industríes.

The increase in the lagging index this year mainly reflects improvements over

trend in manufacturing employment, investment in plant and machinery by

manufacturers, and unemploymenÈ

Ðg+ef tNEss N v\ (€





TABLE 1

Longer leading

Shorter leading

Coincldent

Sept Oct Nov Dec

RECENT MOVEMENTS OF THE INDICATORS

Feb Mar Apr May June JuIy Aug Sept OctAug
1982

104.4

5

105.9

5

107.3

5

108.6

5

109.2

5

Jan
1983

109.5

5

109.9

5

1r0.3

5

110. 6

5

111. 7

4

111.2

4

110. 2

4

108.9

3

1I0.6 111.2

))

99.6 100.4 100.4

555
100.3

5

101 .0

5

100.5 101

55
7 L02.4

5

104.1

5

105.2 106.1

55
r07 .2 r08. r 108 .6

442
I07 .2

t+

90 .2 90.8 I94

777

9r.2
7

87 .8

5

91.6

7

87 .7

5

92.5

7

87.0

5

93 .6

7

87 .4

5

94.8

87 .5

5

94.7

7

87 .9

5

94.6

7

95.2

7

96 .1

5

89 .0

5

97 .3

5

89.2

t+

97 .8

5

99.0

37

B 7.3

5

Laggfng

Note: In the table the upper row represents the values of the composite indices, the lower row the number of series used
to form each index.

87 .4

5

88.6

5

89.0

5

89.0

5





The most recent val-ues of the four composite indices are given in Table l-
and the indices are plotted in the chart.

Further details of the method of cal*culation and assessments of the
performanee of the indi-cators are given in articl-es in Economic Trends for
March 1975, May 1976, May Ì980, and October 1!Bl and also in an Occasional
Paper available from OSS CSO, price L2.5O. A fuIl set of graphs of all the
indicator series is published in the Feburary, May¡ August and November
issues of Economi-c Trends. Additional- tables giving ful1 runs of data for
all the series used are available on subscription from the cso.

Interpretation of the indices

Care should be taken i-n interpreting month-to-month movements in the
composite indices. In the most recent periods not al-l- the component
indicator series will be present (detaits of the latest data incl-uded are
given in Table 2). llhen the missing series are eventually included, the
composite index may change. Add.itionally, in recent periods the estimates
of long-term trend are provisional. Thus the corresponding detrended
series, which are used to form the composite indices, are ì-iabl-e to revision.

On the chart the parts of the curves which are l-iabl-e to revisj-on because of
the detrending process are shor.¡n in pecked l-ines. Where a composite index
is based on an incomplete set of i-ndicators, the crlrve is shown as a dotted
l-ine.

Notes

l-. The unemplo¡rment series included in the composite lagging index has
been compiled in index form frorn the published total numbers unemployed in
the United Kingd.om, excl-uding school leavers and ad.ult students, with
adjustrnents for changes in coverage that have occurred.

2. Wherever possible, verisons of the component series seasonal-1y ad"justed
by the compilers of the data are used. For series not available in
seasonal-l-y adjusted form, CSO applies its ovn seasonal factors as appropriate
using the US Bureau of the Census X-11 procedures. (Serles adjusted in this
way are noted in Tab1e 2).

3. One component lagging indicator - employment in manufacturing industry
(revísed definition) - is not yet available in rebased and reclassified form.
The series included ín this monthts assessment is a provisional estimate
constructed by CSO.

6
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NOTES TO ED]TORS

What the cyclical indicators do

Cyclical indicators chart movements in the economy over the business cycle.
In particular, they provide early pointers to upturns and downturns in
economic activity. They d.o not measure the absolute tevel- of output or
actual rates of growth: they are concerned only r^¡ith identifying the
cycl.ical variations around the long-term trend.

lÍhat they are

The cyclical indicators consist of four groups of well-established eeonomic
or financial- statistics ("indicators") r.¡hich have been found to show more or
fess consistent timing relationships with peaks and troughs ("turning
points") in the growth of overall- economic activity. Each group is formed
into a "composite index" to give four composite indicators series as folfows:

i) a l-onger teading index indicating turning points in activity
about one year in advance;

ii) a shorter leading index indicating turning points about six
months in advance;

iii )

iv)

a coincident index indi-cating current turning points;

a la€ging index which shows a turning point about a year after it
happened.

The ful-l- l-ist of component series included in the composite indicators is
given in Tabfe 2, together with their timing characteristics relative to the
dates of turning points in the general economic cycle called "reference
cycle dates". (fhese are the dates at which ecohonic activity - as assessed
from the three measures of Gross Domestie Product at constant priees, the
volume of retail sales and the output of the production industries
deviates most from its long-term trend. The ehoice of these dates is
essentially a matter of judgement and is subject to revision as l-ater data
become available. )

The values of the index numbers have no significance
the path of the indicators but are ineluded in
facilitate reading of the charts.

other than to describe
this Press Notice to

How they are constructed

Each of the eomponent series used in compiling a cornposite ind.icator series
is first "detrended" by estimating and removing its long-term trend. The
composite ind.ex is then formed by taking an average of the detrended
component series after a1lol'ance has been mad.e for:

(") any inverse relationship ("g high unempro¡rment fol-lows low
economic activity) t

(¡) scaling (series based on different units of measurement are
. converted to a common scale; and.

(") volatility (highfy irregular series are srnoothed by taking short-
term moving averages).

5





Tê.i,LE 2 TllE IrilìICATOFS ÂND THIì1h Tri,:Iiil (.HARAC'illRlS'.i'ICS

Tlming relative to
reference cycle clates+

(-) leads, (+) tags
monthsInd.icators

Longer J-ead lng

Composite longer leading index
Component series:

Rate of interest, J months prine bank bill-s*x
Financial surplus/deficit, ind.ustrial
and comrnercial companies, divided by GDP deflator

Total dweÌÌings started, Great Britain
Financial Times - Actuaries lO0 share indexxx
CBf quarterly survey: change in optimismxx

Shorter leading

Cornposite shorter Ìeading ind.ex
Component series:

Cred.it extended. by finanee houses, retailers
and other credit grantors

New car registrations
CBI quarterly survey: change i-n new orderslex
CBI quarterJ-y survey: expected. change in
stocks of material-sx*

Gross trading profits of companies, excluding
stock appreciation and mineral oil and natural
gas extraction, divided by GDP deflator

Latest
data

incl-uded

oct 1983

oct 1983

Sep 1983

Oct
1983

sep
Oct
Oct

sep
Oct
Oct

l9B3
1983
1983
Oct
sep
Oct
Oct

Aug

Oct
Aug

1983

July

1983

1983
Q2

1983
I aB?
t9B3

1983
1983
1983

Q2
a3
q2
1983
1983
1983
t9B3

t983

1983
t983

a3

r9B3

rl?

1983 Q2

oct 1983

coincident
Composite coincident index
Component series:

Gross dornestic produet (expend.iture)
Gross domestic product (output)
Gross d.omestic product (income)
Vofume of retail sal,es
Output of the production ind.ustries
CBI quarterly survey: capacity utilisatj-on
CBI quarterly survey: change in stocks of
rnaterials**

Lagging

Composite lagging index
Component series:

Unemplo¡rment indexx**
Total emplo¡rment in manufacturing industries

(revised definition) Unitea Kingdom
Investment in plant and. machinery, rnanufacturing
industry (revised definition)

Ðrgi-neering industries, volume index for orders
on hand

Level of stocks and work in progress,
manufacturing industry (revised definition)

*Assessed on performance up to last identified trough,
**Seasonally adjusted by CSO, see Notes to Editors
l(xJçSee Notes to Editors

1

6
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PERSONAL Æ.¡D CONFIDENTI^â'L

until 2. lOPm.- 17 November

/aì \'S\"I¡^ '

MR Fo,,laáiiúç.s.
CHANCELLOR

FROMr A SMITH
16 November 1'983

cc Chief SecretarY
Financial Secretary
Dconomíc SecretarY
Mínister of State
Mr Middleton
Mr .Anson
Sir Terence Burns
Mr BattishíIl
Mr H P Evans
Mr Hall
Mr Shields
Mr Híbberd
Mr Page
Mr RidleY
Mr Lord
Mr Portíl]-o

cRoSS DoMÞsTIc PRoDUc? (output MDASURD) - tHrnD QUARTER

Prelimínary estímates of GDP(O)

released at 2.3OF¡rÃ tomorrow, t7

Mr Salveson (for No 10)

Mr ManseLl CSO

Mr Clary - CSO

for the third quarter willr be

November. (The Press Notice

measure of

is attached. )

2. ^As expected from recent figures for industrial outputt the

preliminary estimate of GDP(O) rose Ín the third quarter' to

a Level about 1 per cent above the second quarter and around

lf, per cent above the third quarter of 7982'

3. The quarter on quarter increase reflected wídespread ríses in
activityr with output up in production industries, distribution
and transport and communication. It is estin6bed thaË service

sector output as a rrhole was l"itt}e changed between the second

and third quarters; construction output may have faLl-en again'

4. lear on Year changes in
been showing rather smaller

the outPut
lncreageg

GDP have

in the averagethan those
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CONFIDENTIAL UNTIL 2.30pm THURSDAY 15 DECEMBER

FROM: M T FOLGER
DATE: 14 December 1983

CHANCELLOR OF THE EXCHEQUER cc Chief Secretary
Fina¡rcial Secretary
Minister of State
Mr Middleton
Sir T Burns
Mr Cassell A Smith
Mr Battishill Mr Lord
Mr Evans Mr Portillo
Mr Shields Mr Ridley
Mr Hatl Mr Turnbull No.10
Mr Hibbard Mr E Lomas CSO
Mr Salveson HE/L3

CSO's CYCLICAL LBADING INDICATORS

The latest indicators are to be published at 2.30pm on Thursday 1.5 December. An advance

copy of the press notice is attached. In view of previous falls in the longer leading indicator

(for August, September and October) there may be particular interest in the indicators on

this occasion; hence this note.

Z. Based on incomplete information the longer leader s¡oved u¡l in Noveuber. This

picture could change as information on the other 3 of its 5 components becomes available.

If confirmed it could me¿Ln that the earlier falls do not amount to a clear signal that output

growth will slow down in late 19P*.

3. The shorter leader, intended to pick up turning points in activity 6 months aheadr fell

in October (the latest month for whch information is available). (It atso fell back slightly in

January and August.) The fall could be due partly to the slightly unusual monthly pattern of

car registrations (with the August peak exaggerated because of the "4" prefix) and does not

seem significant

4. There seems no need for the Press Office to go out of its way to comment on the

implications of this set of indicators. If they receive enquiries I suggest they draw on the

"line to take" attached to this note.

üTfi
M T FOLGER
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CSO LEADING INÐICATORS PUBLISHED 15 DECEMBER

[Longer leading indicator for November increased, following falls in previous 3 months.

Shorter leading indicator for October fell slightty but broadly unchanged since July.

Latest movements in both indicators based on incomplete information.]

1. ïVrong to put too much emphasis on one month's figures, particularly when based on

incomplete information. Nevertheless, an increase in the longer leading indicator for

November, as suggested by this initial result¡ would be quite consistent with the Industry Act

forecast for economic growth to continue in 1984.

Z. The shorter leading indicator for October fell somewhat, again based on incomplete

information. This indicator fell in January and August and the initial October result is not

seen as particularly significant. Several components showed increases but these were offset

by a falling back in car registrations from the very high levels achieved in the summer.
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CYCL]CAL INDICATORS OF THE UNITED KINGDO}.I ECONOI'.IY

RECENT I"IOVEMENTS OF THE INDICATORS

(Data available to 13 December)

The longer leading index fel1 between July and October; the less complete

information avaj,lable for November shows a slight rise in the index.

Share price movements had a downward effect on the index- between July and

October, as had a decline in the balance reporting increased optimism in
the CBI quarter:ly survey. The November increase in the index reflects the

resurgence in share prices and the continued fall in interest rates.

The broad pÍcture shown by the shorter leading index is one of little change

since JuIy. Smail upward effects from new consumer credit, new orders and

expected ctranges in raw material stocks have been offset by the failing back

of new car registrations from high levels achieved in the sulrirner

The coincident index has continued to rise with upward contributions from all
avaÍlable components in recent months.

The increase in the lagging irrdex this year mainly reflects improvements over

trend in mar,uf acturing employirrent, unemployrnent and investment in plant and

machinery by manufacturers.

prÊË],1ri:rJ i:y the Gcivtirrrrlìent !ìtat isticaI Sei vice





TABLE T

Longer leading

SìrorLer leading

Coinc ident

Lagging

0ct Nov Dec

RECENT MOVEMENTS OF THE INDICATORS

Jan
1983

Feb Mar Apr May June July Aug Sept Oct t\ (.: '.'Sep t
198 2

105.7

5

100.5

5

90. 9

7

87 .2

5

r07 .2

5

100.5

5

108.5

5

100.4

5

109 .0

5

101.0

5

109.3

5

100.6

5

93.9

7

87.3

5

109. 7

5

101. 7

5

95 .0

7

87 .5

5

110. t
5

102.5

5

95 .0

7

87 .9

5

110.4

5

I04.2
5

95.0

7

BB .6

5

110.4

5

105. 3

5

94.9

7

89.0

5

I1I. O

5

106.2

5

95.4

7

89.0

5

111 .5

4

107.3

4

96 .1

5

89.2

5

111.1

4

107.1

4

97 .3

5

89.2

5

110.3

4

10 7.8

4

97 .9

5

89 .5

2

109,6 l_l_í,

4?

I07.3
¿+

98 "q

4

91.3

7

87 .7

5

9t.7
7

87 .7

5

92.7

7

87 .7

5

Note: ln L.he table the upper ro\^r represenEs the values of the composite indiees, the lower row the number of serles used
to form each index.
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Cyclical indicators
Composile indices of indicator groups. January 1980: 100

P
(Dec)
1 964

T
(Mar)
't 967

P
(Mav)
1 969

P
(Mav)

1 979

T
(Mav)

1 981

.TPT
(Feb) (May) (Aus)
19't2 1973 1975

115

105

Longer leading

I
t,

,
t

I

tf5

105

95
tzi

a

95

120

110

100

110

100

80

110

'r o0

I
-l

1t0

roo

90

110

100

90

BO

110

100

90

t-
T,

90

u

90

f

I
I

J90

1 966 1 968 1 970

Shorter leading

Coincident

- 'Lagging

BO

1 964 't972 1974 1 976 1 978 1980 1982 1984
80





NOTES TÛ EDITORS

Whar the cyc lica] indicators do

Cyclicat indicators chart movements in the economy over the business cycle.
In particular, they provide early pointers to upturns and downturns in
economic activity. They do not measure the absolute leve] of output or
actual rates of growth: they are concerned onty with identifying the
cyclical variations around the long-term trend.

lfhat they are

The cyclical indicators consist of four groups of wel]-established economic

or financial statistics ("indicators") whieh ¡¿vg been found to show more or
less consistent timing relationships with peaks and troughs ("turning
points") in tne growth of overal-] economic activity. Each group is formed
into a "composite indexil to give four composite indicators series as folfolts:

i) a longer leading index indicating turning points in activity
about one year in advance;

ii) a shorter leading index indicati-ng turning points about six
months in advance;

a coincident index indicating current turning points;r-lrJ

iv) a tagging index whieh shows a turning point about a year after it
happened..

Ttre fu1Ì lj-st of component series included in the composite indicators is
given in Table 2, together r+ith their timing characteristics relative to the
d.ates of turning points in the general economie cyele - called "reference
cycle dates',. (these are the dates at which economic activity - as assessed
frorn the three measures of Gross Domestic Product at constant prices, the
volume of retail- safes and the output of the production industries
deviates most from its long-term trend. The choice of these dates is
essential-ly a matter of judgement and is subject to revision as later data
become avail-abf e. )

Ttre values of the index numbers have no significance other than to describe
the path of the indicators but are included in this Press liotice to
facilitate reading of the cha.rts.

How they are constructed

Each of the eornponent series used in cornpiling a conposite indicator series
is first "detrended" by estimating and removing its long-term trend. The

composite index is then formed by taking an average of the detrended
component series after al-lowance has been rnade 'for:

(a) any inverse relatiorrship (eg high unemploynrent fol-ior¡s 'l ow

economic activity);

(b) scaling (series based. on
cor¡verted to a conlrnon scale;

different uni-ts of measurement are
and

(") vol at,ì lity (tr:gnfy irregu}ar series are si:oothed by la.kirrg short*
t,*¡'n nrovlng averages ) .
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The most recent vafues of the four composite indices are given irr Table l
and the indices are plotted ir¡ the chart'

Further detall-s of the method of calculation and assessments of the

performance of the indicators are gi-ven in artiefes in Economic Trends for
March I9Tr, May 1976, May 1980, and October 1983 anC also in an Oecasional
paper available from oss cso, price L2.5O. A full set of graphs of al1 the

indicator series is published in the Feburary, May, August and November

issues of Economie Trãnds. Add"itional tables giving fuII runs of data for
all- the series used are available on subscription. from the cso.

Interpretation of the indlces

Care should be taken in interpreting month-to-month movements in the

composite indices. 1n the mo"i recent periods not all- the component

indicator series will be present (details of the latest data included are

given in Tabfe 2). When the missing series are eventually included, the

ãomposite i-ndex may change. Additionally, in recent periods the estimates

of long-term trend are provisional. Thus the corresponding detrended

series, which are used to form the composite indices, are liable to revision'

On the cliart the parts of the curves which are liable to revision because of
the detrending p"ã"""" are shown in pecked lines' Where a composite index

is based on an lncomplete set of indicators, the curve is shown as a dotted
1ine.

Notes

L The unernplo¡rment series inefuded in the composite lagging index has

been cornpiled in index form from the published. total nurnbers unemployed' in
the Unit,ed Kingdom, exclud.ing school leavers and ad'u}t students, with
adjustments for changes in coverage that have occurred'

A. Wherever possible, vers'ions- of the component series seasonall-y adjusted
by the compilers of the data are used. For series not avail-able in
sLasonally adjusted form, CSO applies its ovn seasonal factors as appropriate
using tfre US 

-8.,.".r, of the Census X-l-l procedures' (Series adjusted in this
way are noted in Table 2) '

3. One component lagging indicator - employnrent ín manufacturing industry
(revised definitio.,) l-is not yet available in rebased and reclassified form'

The series included in this monthrs assessment is a provisional estimate

constructed bY CSO-

5
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Inrii cators

Longer leading

Composite ì-onger leading index
Component series:

Bate of interest, J rnonths prime bank billsxx
Fj,naneial surplus/deficit, industrial
and commercial companies, d.ivided by GDp deflator

Total- dwellings started, Great Britain
Financial Times - Actuaries 500 share j_ndex**
CBI quarterly survey: change in optimisrnxx

Shorter leading
Composite shorter l-eading index
Component series:

Credit extended by finance houses, retailers
and other credit grantors

lieir car registrations
CBI quarterly sut"vey: change in new orders**
CBI quarterly survey: expected change in
stocks of materialsxx

Gross trading profits of companies, excluding
stock appreciation and mineral oil- and natural-
gas extraction, divioed by GDP defl-ator

L"."g¡r1y "oi"cid""t
Composite coi,ncident index
Component seri-es:

Gross domestic product (expenditure)
Gross domestic product (output)
Gross domestic product (income)
Volume of retail sales
Output of the production industries
CBI quarterly survey: capacity utilisation
CBf quarterly survey: change in stocks of
materials**

L"-g€lrrg
Composite lagging index
Ccmponent series:

Unenrployment i¡flsxxx*
Total ernplo¡rment in manufacturing industries

t.(revised definition) Unitea Kingdom
Investment -in plant and rnachinery, manufacturing
industry (revised definition)

Ðrgineering industries, vol-ume index for orders
on Lrand

Level of st,ocks and irork in progress,
manufacturing ind',rstry (revised defirrition)

Ti mi-ng :-r'l-:*uive tc¡
reiei'ence c¡'c1e dates*

(-) leaqs, (+) lags
months

Äverage
(mean) I EarÌiest Latest,

-2L

Latest.
data

includei

Nov l9B3 E)

Nov
r983

Oct
I'lov
Oct

0ct
Oct
Oct

1983
Q2

198-?
1983
t9B3

1983
1983
1983

-2'
-24
-l-9

- l_1

-9

+

+r7

+ -18

, ìE1L)

28
2L

+ Á

)+

\

oct 1983

oct 1983

0

3

0
2
a

n

+

.Er)

+].O
+1
+J
+B
1L

+f
+8

1gB3 Q2

oct l9B3

1983
1983
l9B3
Nov
Oct
0ct
0ct

Q2

^?rtJ

Q2
l983
t983
1983
1983

Sep 1!Bl

Nov 1983
Sep 1983

a983 Q3

Aus 1983

Ì983 A3

o

l-
a
I
3
1
¿-

l

+

+

+

+ l-O +1

+

+6
+B

+
a

1
1

6

4

o

th
lq

+11

I 7

+ ll-

-10
-9
- l_0

-l'2
_ 1'7

Itr

,

6,

T
B

6

-r2
-15

26
28
b
18

-9
-7
-3
-75
-4
-3

{

ry:ay -L

.__.-_-J,-
98r.

+20

+Âssessed on perf
'*Sea.sc:ra1Iy ad ju

orjisr¡ce up to last iCentified trough,
si,ed by CSO, see lVotes to i,C ji.o¡s

';':,3ee ì.llt.es ¿o E,:; j'"c*,rs
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3"10 CONFIDENTIAL

FROM: J O KERR

DATE: 11 November 1983

cc Chief Secretary
Financial Secretary
Economic Secretary
Minister of State
Mr Middleton
Sir T Burns
Mr Cassell
Mr Battishill
Mr Eva¡s
Mr Shields
Mr M A Hall
Mr Hibberd
Mr Salveson
Mr A Smith
Miss Deyes
Mr Lord
Mr Portillo
Mr Ridley

MR FOLGER

CSO CORRECTIONS TO GDP ETGI'RES

The Chancellor was grateful for your minute of 10 November about the CSO note of 9

November.

z Like you, he sees no need. for letters to the three MPs mentioned in your paragraph 4.

l

,L

rl

i,
'l

;l

t.

3. From your "line to take", he' would delete paragraph 5, which is not, he thinks'

relevant, for the CSO's correction in no way effects our expectations for 1984.

s(

J O KERR
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GDP REVISIONS

I attach a note on soûe inminent revisions to constan.t price
estinates of the expenditure and income measures of GDP for the

first hatf of 1957. ilhe average estinate of GDP is also affected.

Hr Flaxen CSO

Iis Carter CSO

t
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REVISIONS TO @P DATA IN TTIE FIRST HALT OF 198'

The cso have recentty d.iscovered an error iniS*"tååfiStå"t prlce
estÍmates of the expenditure measure of gtá"" d.onestic product,
GDP(E), and the income measure, GDP(I). (nre output measure is
unaffected.) The error relates to data for the first half of ].;983

where the Level of the adJustnent for factor cost has been wrongLy
estimated at constant prlces. The result is that both measures have
been revfsed down by 0.6%. As a consequence the average measure of
GDP, which we tend. to stress aÈ tfre most reliabLe lndlcator of
Longer tern movenents in overaLl economic activity, has been revised
d.own by 0.4%.

2, Exceptf.onally, the CSO have decided to publtsh a special press
notice correcting the GDP estlnates on Friday 11 November. Tl¡is wilL
get tt out of the way before the publ-lcatlon of the Autunn Statement.
A copy of the draft Press Notice with a coverlng letter fron the
CSO is attached.

t. Ðetails of the revision are shown ln the attached table. They
have a number of lnpLications for the ï¡ay we present the strength of
the recovery so far. Most notably, grovrth over the past year on the,
average measure (COp¡,) is now estinated at a L1tt1e Less than 7% ln
contrast to our previous assessnent that it was in excess of 31Á; In
fact when tal.king about growbh over the past year it is probably best
now to present Lt as fn the tanEe 2*-396. We nust also sllghtJ.y revise
our presentation of the extent of the recovery slnce the trough of the
recesslon 1n the flrst haLf of l-981. ÐP(E) is now esti.mated to
have risen by Just over 5% and CDPA, by just under 5% between the
fLrst half of 1981 and. first half of L98d. It wouLd seem wise to '

present the recovery slnce the trough as tfaround 5%tt r.¡?¡ich represents
rran average of about 21s% per annum since the first haLf of L98l-lt.

4, A' questlon that is frequently put by opposition members in the House
asks for a comparison of the level of CÐP nord compared to the leveL
at the tLme of the election in May 1979, This corresponds with the
1ast peak in economlc activity.. ÀLthough data for the second quarter
of 1979 does represent a statistieal peak it was partly dlstorted
by a bounce back from an abnormally low Level in the first quarter

-1-





CONFIDENTIAL

-aused. by a transport workers dispute. It is more appropriate there-
fore to measure the peak by the average vaLue of GDP ln the first haLf

of L979. On that basls the leveL of @P(A) in the first half of L98l

is, at 1O2.4, just htgher than the leveL of l-02.1 in the first haLf
of L979, But, as a resul-t of the Latest revLslons the leve1 of GDP(A)

in the second quarter of 198f is now at LO2.0, narginaLly less than

Ln the ftrst hal-f of L979. But 1t is hlghly marginal and given the
erratic nature of @P in the first two quarters of this year it makes

better sense to consider the first half year as a wÌ¡ole rather than to
concentrate on the lndivlduaL quarters.

5. Another lmportant Lssue arising from the latest revÍsions is the

potentlal- J.npact on the forecast to be presented wtth the Autunn Statè-
ment. We wiLL of course incorporate the revisLons in the detailed CÐP

tabLe which presents numbers to the first decimaL point. It seens

highly l1kely that the level of GDp(A) over the forecast perJ.od wll-l- be

Lower by the same margf.n of O.4 as ts tmpLied for the first haLf of
this. year. At this levÞl- of accuracy the growth in L983 w111

be marginaLly lower than previously estimated. However, our preliminary
assessment suggests that 1t wlIL stlll round to 3% fot 198] and 1.984.

Tlre unrounded nr¡mbers, not quoted in the text in caLendar yearsr wtlL
probabLy be 2,8;9Á, the nain presentationaL features'and the text tables
(whtch are rounded to the nearest å%) wiLL therefore be unaLtered by

this Latest revlslon. This will be looked at more cl-osely 1n the next
day of course and thene may be some small amendments necessary to the
detailed GDP table. But substantlve revisions seen unlikely.

7. You should also be aware of the next CSO press notLce on cyclica}
indlcators for October, lhis is due to be publlshed on Friday 18

November which, on current plans, w111 be the day after the Autunn
Statenent. As a result of the reduced posi.tive baLance of business
confidence in the October CBI Sun¡ey (even after correction for seasonaL

movenents), the fall in share prices up to October and the reduced

leveL of housing starts ln September the CSOrs Longer Leading indfcator
wiLl be shown as havLng cLearly turned, down sLnce July" The longer
leading lndLcator 1s intended to glve some idea of likeLy novenents
in activity about one year ahead.
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d* Tfe are Lnclined not to raf.â too nuch of this movement. The

longer leading indicator can be7volatlle serles and l-t has sometimes
gf.ven faLse slgnals in the past. Tlrere ls reason to suspect that the
fall ln the posltive baLance of business confidence tn October may

have arisen because of an exceptionally high Level ån July. Further-
nore share prices have recovered somewhat since the end of October and

if this recovery continued, other thlngs equal, it would be erçected
to give something of a ftlJ-ip to the longer leading lndicator for
November. NonetheLess we cannot dlscount its nessage a}together, and

ln the past we have used thls indicator to draw favourable conclusfons
about prospects for recovery.' For the time belng we need to take
a cautlous attitude in interpretfng the longer Leading lndLcator. The
genera} llne to take is that vñ1le this indicator coul-d polnt to some

noderatlon in the rate of recovery before the end of next year we should
not draw too many concLusLons from one monthrs movements. More

inportantlyrlooked at in a sllghtly longer perspective the longer
leading indlcator is conslstent with continued fairly strong recovery
1n L984.

9. 1o sunmarise, the revisions to @P are dlsappotnting reLative to,
our e:q)ectatlons and - at least until the next set of revislons - we

should not overd.o our publtc presentatlon of the strength of the
recovery so far. We should stress growth over the past year Ín the
range 2*-316. T!¡e revlsÍons do not alter our assessnent of growth over
the next year: ,ure propose to stlck to an overall growbh of naround J%tr

in Lg8f and 1984. ïle aLso need to be cautious about the outlook for
the end of 1984 (and just beyond) Ín the llght of the longer J.eading
lndicators.
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Constant Price Meaeures of Groes Domestic P:cocluct (1q80 = 100)

EXPESDIfi]NE

Septenber I¡atest
Press Esti-nate
l{otiee

TNCOFIE

Septenber Latest
Press EstÍnate
l{otice

100
ooo
./ .', a rf

1Or.2 102.6

outlPur

Septenber Latest
Press Estinate
Sotice

98.9
99.9

1 00.7

100.7
1 00.7

1.8

AVT,NAGE

Septenber
Press
Iilotice

I¡atest
Estinate

99
001

E1
g2

9821 100.,
102.2

19Bt E1 104.6 104.0 a

7
6

021

1A5.7
105.4

4.3

02.8
10r.4
1O2.9

102.8
102.1

102. B

101.t
1O2.4

1A2,9
1 02.0

4

198' Q1
q2

Percentage change
1982 E1 to 1985 E1 1.7 3.2 2.6

05.11

1

1.2 2.7
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CSO

GROSS DOMESTIC PRODUCT IN 1ST HALF 1983
CORRECTION TO PREVIOUSLY PUBLISHED FIGURES

During investigations into the uneven movements in measures of gross domestic product
(GDP), the Central Statistical Office has identified an error in the compilation of
constant price estimates of the 'adjustment to factor costr, which has implications ín
the first t\uo quarters of this year for the expenditu¡:s-based estimate of GDP at
1980 prices, for the Ímplied index of total home costs and thus also for the income-
based and average estimates of GDP at 1980 prices. (The output-based estimate is
unaffected.) Current price estimates are not affected, with the single exception of
the average estimate of GDP at current market prices (for which the GDP(O) component
is derived usign the index of total home costs). National disposable income at 1980
market prices is also revised marginally- The calculation is being reorganised to ensure
that the error cannot recur.

When the correction for the adjustment to factor cost is carried through to the aggregate
constant price measures of GDP. both GDP(E) and GDP(I) are 0.6 per cent lower than
previously estimated in each of the first two quarters of this year. As a result, the
average measure of GDP at constant factor cost in the first six months as a whole is
nohT assessed to have been around 0.4 per cent lower, giving an íncrease of around 2| per
cent on a year earlier. The corresponding figure which was published by press notice
during September and in the October issue of Economic Trends. rdas a little over 3 per cent.

Because of the extensive use of GDP data within Government and by public comnentators
and economÍc analysts. it is necessary that the error is corrected as soon as practicable
and the Central Statistical Office proposes to do this by issuing a press notice on
Frida 11 Nov I attach a copy of the draft press notice r¡hich describes the
correction and includes tables giving the revised GDP and component data.

çL*û*=, c=-e-

9 November 1983.

Shirley Carter
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GROSS DOMESTIC PRODUCT AT CONSTANT PRICES
REVISIONS TO ]ST HALF 1983

The Central Statistical Office_ has been investigating the uneven movements in
measures of gross domestic'product (Clp) in the first half of 1983. The constant
price tadjustment to factor costthas been found to be understated to an extent which

has implications for the aggregate expenditure-based measure of GDP at 1980 prices,
for the implied index of total home costs and thus also for the income-based and average

estimates of GDP at 1980 prices in the first two quarters of this year. (fne output-
based measure of GDP is unaffected) -

The correct figures for the adjustment to factor cost, valued at 1980 prices, are

around f300 ¡nillion higher than those shown ín the Press. Notice issued on 20 September

and in the national income and expenditure article published in the October issue of
Economic Trends. This correction has the effect of reduc ing the index numbers of the

expenditure and income based estimates of GDP at 1980 prices by 0.6 percentage points
in each of the first two guarters of 1983; the corresponding average measure is reduced

by 0.4 percentage points and the irnplied index of total home costs increased by 0.7

percentage points in each of these quarters- (There are also some small changes to the

average estimate of GDP at current market prices and to national disposable íncome at
f980 market prices). The revised figures, marked with an *r are given in the attached

tables uftne average measure of GDP åt constant factor cost for the first six months as

a whole is now assessed to have been around 2à per cent.higher than a year earlier.
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GDP FIGURES FOR TTIE ÎHTND QUARTEN

The CSOts provisional estimates of GDP Ín the t,hird quarter of 1984

wlll be published tomorrow (Thursday) al 2.30 p.m. pneliminary figures for
the output measure of GDP were publlshed a month ago. The figures being
published now include a revised estimate of the output measure, as well as
figures fon bhe income and expenditure measures, along wÍth the average
estimate based on all bhree measures. An advance copy of bhe press Notice
1s attached.
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2. The three dlfferent measures of GDP now show rather different growth
rates over the last year. The output measure, whÍch Ís the most rellab1e
measure of GDP movements over periods up to a year, shows growbh of 1.3 per

cent between the third quarters of 1983 and 1984 (this lnctudes a small upward

revlsion since the preliminary figures published in November). The income

measure shows growth of 3 per cent over Lhe sane perlod, while the expenditure

measure shows a faII of 0.1 per cent. The average estÍmate of growth over

this period comes out at 1.4 per cent.

3. The expendit,ure measure, which feII sharply in bhe second quarter of
the year, fell agafn - by 0.4 per cent - in the third quarter. The output
measure rose by 0.5 per cent betlJeen bhe second and third quarters; while
the income measure - ÌJhich has been growing faster than the other measures

since the begfnning of 1983 - rose by 0.7 per cent.

4. The coal st,rlke ls estimated to have depressed GDP by t'up to 1å per centrt

ln both the second and ühÍrd quarters. This inplication is that, but for bhe

coal strfke, GDP would have rlsen by about 3 per cent between the t,hind
quarters of 1983 and 1984. This compares with growbh in GDP of about 4 per

cent durfng 1983.

2
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cDP IIÍDEX 1980 = 100

Outpuü Expendlture fncone Average
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1 980
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o3
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Q2

o3

1 03.0
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't02.3

1 00.0

98.8

101.8

1 04.9

103.4

1 04.5

1 05.0

106.8

108.1

107.5

1 08.

102.4

1 00.0

98.7

100.8

1 04.0

1 03.0

1 03.0

1 04.4

105.8

106.5

105.6

105. 9

101.9

1 00.0

99.0

1 00.6

1 04.0

1o3-6

102.4

1 04.2

105.8

106.5

104.5

1 04.

Percentage char¡ge

on a ïear Earller

2.51"

- 2.3%

- 1.3%

2.1%

3.2Y"

2.7%

2.3%

3.7%

4.0%

3.4%

2.5%

1.4%

5. The average estlmate of GDP is now 2.2 per cent above lbs previous cycllcal
peak, reached 1n the second quarler of 1979. ft i.s I per cent above the trough

reached in the second quarber of 1981. Adjusted for the effects of the coal
strÍke, bhese figures are 3å - 38 per cent and 9t - 9å per cent respectfvely.

6. All ühe measures of GDP have been revLsed downwards for the first half
of 1984: the average estimabe has been reduced by 0.3 per cent. Taken on Íbs

own, this would suggest that growth in GDP for 1984 as a whole is llkely to
be a lit,tle below Eh,e 2l per cent shovrn in the Autumn Statement forecast,:
the aehievement of 2L per cent for the year as a whole now requires fasten
grolrt,h in the second half of '1984 than we had previously thought. However,
such infornation as we have for expendlbure and activity in the fourth quarter
is pointlng üo a pick up in growth; this should partly offset the effect of
the downward revfsion to GDP ín the first half of the year.

Conoonents of . fncone and Outout

T. Along wlt'h the GDP flgures, the CSO witl be publlshlng figures for the
main components of the varlous measures of GDP.
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8. The detailed figureg show that the fall in the expenditure measure in the

bhird quarter is accounted fon by falls in consumersf expenditure (mainty on

food, cars, and energy producbs), fixed investment (in particular residential
lnvesbment), and an increase in Ímports. The details of the income measure show

a small downward revision to figures for company pnofits fon 1983 and bhe flrsb
half of 1984. However, company profits are still showing a substantial nlse

over this perÍod. Indusbrial and commerclal companiesr profits net of stock
apprecÍation are 15 per cent higher than a year before in ühe third quarter of
1984; this fo[ows a 20 per cent rise on average in 1983.

Llne to Take

(i) The GDP figures show that the recovery - now in its founth

year - is continuÍng. Note ln partlcuÌan the fì¡rbher
rise in the output measure of GDP, the most reliable of
the three measures as an indicafor of short term movements

GDP.

( ii) Growth in the third quarter was broadly consisbent wlt,h

t,he Aut,umn Statement forecast. The nevÍsions to the daba

for the first, half of the year may require some small
reassessment of the forecasb for 1984 GDP growbh.
However, recent figures (eg retail sales, Octoberfs output

figures) suggesb fairly strong grolrbh in the fourth
quarter, and this nill help to offset the effect of the
downward revision to GDP for the finst half of the year.

(111/ There is nofhing in bhe figures to cause us to change

the forecast of 3å per cent GDP growth next year.

¡[

n9sd S J DAVIES
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}ICIfETÀRI COIÙDITIOT|S: TREI{DS IIf MOI|ET GDP

You asked, ín the context of last monthfs note on monetary prospects,
about current trends in the gro$tth of money GDP. There have been some

further changes ùo the data since flgures for the second quarter of thfs
year were published, but the position sbill seems to be that of a slight
underlylng slowdown since last year. The situatlon is clouded by fhe inpact
of the minersr dispute.

2. The lat'est figures for bhe grolrth jn money and real GDP over the lasb
eighteen monbhs are shown in the table below. An appnoximate alLowance for
the minensr dispute has been made in the bracketed estimates:





1983 01

Q2

o3

o4

1984 Q1

Q2

6.1( 7.1)
2.8(5.1)

6.6(T .1)

6.4 ( 7.6 )

3.5 (4.0 )

2.9(4.1)

COT{FIDETTÎIAL

Honey GDP

Pencentage change Percenüage change

over sLx nonühs on a lrear
(annual raüe) earllen

10.3 9.3

7.0 T .5

6.9 8.6

10.1( 10.3) 8.5(8.6)

Real GDP

Percentage charrge

on a year

earlier
2.8

2.3

3'8
4. 1 (4.2 )

3. ïn assessing the lmplicaüions of money GDP growth for the tlghtness
of monetary conditions it is necessary to look both at the recorded and the

underlying (ie dispule-adjusted) figures. The recorded fþures show a sharp
(and presumably once-for-aIl) reductlon in ühe rate of growth fnto the second

quarten as real output was reduced without notÍceable impact on aggregate

domesbic unlt costs. Allowing fülIy for the outpuf loss suggests that the
underlylng rate of growth in money GDP slowed fo just below I per cenb over

the year ùo mid-1984 (the firsb quarter figures srere arbificlally depressed

by a freaklshly high flgure for 198301). The more recent quarters are, of
course, more liable to revision, whfch often seemtto be in an upward
direcüion.

4. tlithln the money GDP figures, the volume/price split seems to have been

partÍcularly favourable over the turn of the year. More recent data suggest
the possibÍIit,y of some slowing in real output grolrth, wilh perhaps some

upward pressure on costs reflecbing weaker producbivlty growth and a lower
exehange rate. But very provislonal CSO views do nob suggest any great
change in the strike-adJusted rate of growth of money GDp.

ç
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JON SHIELDS





3.15 SECRET

FROM: DLCPERETZ
DATE: l? September 1984

cc

MRS LOMAX

MONETARY PROSPECTS

The Cha¡rcellor has seen your minute of 13 September, on which Sir P Middleton had

commented:-

nThe point in paragraph l8 about the effects of the demise of the Buildi:ng Society

cartel is one on which ure are doing further work and on which I will let you have a

note.n

The Chancellor looks forward to receiving this.

Z. He also noted the agreement - recorded in the first sentence of paragraph 16 - that

monetary conditions are¡ if anything¡ on the tight side. In this context he will be grateful

for a note on cunent trends in the growth of money GDP'

Chief Secretary
Financial Secretary
Economic Secretary
Sir P Middleton
Sir T Burns
Mr Littler
Mr Cassell
Mr Monck
Mr Battishill
Mr Lavelle
Mr Lankester
Mr Sedgwick
Mr Kelly
Mr Mowl
Miss Peirson
Mr Riley
Mr O'Donnell
Mr Wood
Mr Heath
Mr Neilson
Mr Lord
Mr Ridley
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FROM:
DATE:

RACHEL LOMAX
13 SEPTEMBER 1984

Chief Secretary
Financial Secretary
Economic Secretary
Sir T Burns
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Mr Monck
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Mr George B/E

Mr Redwood - No 10

TIiONETARY PROSPECTS

This minute summarises our latest assessment of the monetary
situation and prospects, and the discussion at Sir Peter Middletonrs
regular monthly meeting with the Bank to revíew our approach to
short term interest rates and funding.

l¡lonetary Aggregates

2. The August figures kept both MO and fM3 well within their
respective target ranges. The growth in MO has been subdued for
some time nortri the six month growth rate has been fluctuating between
4 and 5 per cent since last Spring, compared with about 6 per cent
over the winter. The monthly path of fM3 has been notably erratic
this year, and even six month changes have been hard to interpret.
Twelve month growth rates provide some evidence of a reduction
in trend since the Budget.
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3. The wider aggregates continue to grow relatively rapidly'
despite very much lower retail inflows into buildíng societies.
Since April net inflows have been well below the record levels
of the first quarter, Last month's inflow was the lowest for over
two years. But inflows that fall within the definition of PSL2

have held up relatívely well (the maín outflow has been from term
shares), and the societies have continued to finance a high level
of lending by runníng down bank deposíts (which helps to reduce

ÊM3 but not PSL2 ).

4. Even so¡ the wider aggregates are presenting a more reassuring
picture than they did a few months ago. Three and síx month growth

rates have fallen back to 15 per cent or less; and twelve month

growth rates, for both PSL2 and PSL2A, have been remarkably steady
at around I2-L3 per cent for the whole of the past year. There

are sÍqns that M2 may be rising more rapidly, but the introduction
of new building societies' accounts continues to seriously complicate
interpretation of this series.

5. Over the next three months we are expecting both MO and fM3

to remain well withín their target ranges. The forecast assumes

unchanged short term interest rates, including mortgage rates,
and gross gilt sales of fl billion a month (E o bílIíon below the
monthty planníng ambition so far this year). Taking account of
the like1y impact of the rise in interest rates over the Summer,

underlying growth in MO is likely to remain just below \ per cent
a month, though there could be some rebound ín September' following
two exceptionally low months. With a week sti1l to got the weekly
Bank Return suggests a ríse of perhaps t per cent this month.

6. Sterling M3 is expected to average around 0.7 per cent a month.

Despite significantly lower funding through gilts and National
Savings, public sector influences may remain contractionary,
reflecting low borrowing, ín October and November. The forecast
also reflects a view that there has been some modest deceleration
in the undertying growth of bank lending to the private sector.
PSL2 is forecast to grow a little faster than €M3' with some recovery

3-
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ín building society ínflows following the withdrawal of the 28th
National Savings Certifícate, and a contínuíng (though relatively
modest, by recent standards) rundown in the societiesr holdings
of money.

Table l: A<¡qrecrates: recent and forecast

MO €M3

per centt
Vt2r,

s. a.
PSL2

monthly change

August
Sept )
Oct ) forecast
Nov )

growth at an annual rate

3 months to:

mid-August
mid-Nov (forecast)

6 months to:

mid-August
míd-Nov (forecast)

12 months to:

mid-August
mid-Nov (forecast)

Target period to:

mid-August
míd-Nov (forecast)

7
5
9
5

0
0
0
0

0
0
0
0

I
I
4
4

0
0
0
0

0
5

9
4

0.9
0.7
1.0
0.8

2
6
6
2

1
9

7
7

4.6
6.6

13.6
10.4

9
7

4.4
5.6

9
8

4
l_

4
5

Ls.2
12.0

lr", L2.2
)** 13. r

7
I

5.4
4.8

9
6

L2.L ( 9.3
L2.5 ( 8. 9

L5.2
13.6

* not seasonally adjusted
** excludíng the effect of reclassifications

Recent outturns and the forecast for the next 3 months are shown
in more detail in tables A and B.
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PSBR and Debt Sales

7. By the end of calendar August, both the CGBR(O) and PSBR were

running slightly above the Budget profile. Banking September is
expected to be a month of relatively hígh borrowing, with a

seasonally adjusted tPSBRT of nearly EL|- billion. The forecasts
for October and November are sharply lower, ât between E\-\ bíllion
a month. The profile seems to reflect, in partr the pattern of
expenditure, as well as high Revenue receipts in November. The

effects of both the BT sale and accelerated VAT on imports fall
outside the forecast period but the fígures do take credit for
the 1983 EC Budget refund, partly offset by higher payments into
the EC Budget.

8. GíIt sales were over Ê,I.9 billion in August' in both gross
and net terms, and sales to non-banks reached fllt bíIlion. Sínce
then the market has been very quiet and, with under a week to got

sales achieved so far plus calls already tied up amount to only
E, billion, well short of the fl billion gross sales assumed in
the forecast. ff we faíled to make any further sales this month'
the growth in ÊM3 might be around 4 per cent' rather than 4 pex

cent. Next month net gílt sales will be depressed by redemptions
of over €L billion.

9. Most of the ef fect of the híghly successful 28t,h

Natíonal Savings certificate will be felt in banking September.

Helped by the decline in competing bank deposit rates ' the nel^t

issue may have attracted funds of nearly f1 billion. Despite a

disappointing performance by other DNS instruments, especially
Invac, Natíona1 Savings funding could reach nearly ÊO.9 billion
(seasonally adjusted) ttris month, putting DNS ahead on its target
for the year. Thereafter, inflows into National Savings are expected
to fall back to about Ê150 million a monthr on the assumption that
there will be some delay in introducing a less competitive 29t-}:.

Issue, and that DNS ínflows will anyhow be depressed in the run-
up to the BT saIe. This would leave DNS in a position where they
would need to raíse about î.200 million a month (seasonally adjusted)
for the rest of the financial year to meet their €3 bíllion target.

10. Table 2 shows the net funding picture over the target period
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so far, and that implied by the forecast to mid-November.

Underfunding in the first four months of the target period was

more than reversed in Juty and August. The overfunding forecast
for the next three months reflects the low PSBR expected later
in the Autumn.

TABLE 2: The |PSBR' and Fundinq

€ billions' sa
(figures in brackets are unadjusted)

'PSBRI'

Debt sales to nbps (-)
of which:

Gílts
Natíonal Savings
CTDs

Actual
mid-Feb 84

- mid-Aug 84

5.3

-5.7

-4.0
-1. 5

-0.3

Forecast
mid-Aug 84

- mid-Nov 84

2.L

-2.6

-1. 9

-L.2
0.4

OVER ( - ) /UNDERFUNDTNG ( + ) -0.s (1.8) -0.s (-0.7)

External Finance of
public sector (-) -0.6 -0.2

OVER (. ),/UNDERFUNDING ( + )
alternative definition -1.1 (1.2) -0.7 (-0.e)

The stock of money market assistance rose by nearlY E, billion in August

to reach about fll bíllion. It may rise by a further fL bíllíon
over the forecast period.

Buildinq Societies

11. The slump in building society inflows in August may have

reflected seasonal and special factors as well as competition from

Natíonal Savings. Most recent weekly fígures for the sixteen largest
societies suggest a sharp recovery in the first two weeks of
September before the 28th Issue was withdrawn. !{e are expecting
a more modest pickup in the seasonally adjusted figures, bringing
retail inflows back to the rather subdued levels seen since the
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spring. The outlook for retail funding remains unusually uncertain'

in the run up to the BT flotation, and with further term share

maturíties to come. This has already been reflected in an

intensification of premium rate competition between the societies'

L2. There has been no slowdown in mortgage lending so far but

ne\ú commitments are a little down. Even with further heavy borrowing

from wholesale markets, the forecast implies some further rundown

in liquidity over the next few months, to levels which may be

uncomfortable, ât least for some individual societies. Given the

present general level of short term rates, the chances of a fall

in mortgage rates look remote.

SterI Lendinq to the Private Sector

13. In both July and August the recorded figures for sterling

bank lending were depressed by repayment of lending to two clearers

by their leasing subsidiaries in exchange for transfers of reserves'

(Since there was an offsetting effect on net non-deposit liabilities,
there was no net impact on fM3). Adjusting for this, and taking

account of the exceptionally high June figure, the rate of lending

seems to have fallen off in recent months' The clearers are

reporting slacker demand for personal loans' mortgage and other'

though this might be temporary if, for example, the Budget changes

led to some bunching ahead of the June vAT deadline. The August

lending f igures \^rere inf lated by high monetary sector take-up of

building societies' CD's, and the September figures may be similarly

affected.

14. New capital issues picked up significantly ín August'

total issues by listed uK public companies so far in
Ê1.1 billion (compared with 82.8 billion ín 1983). The

queue remains just above Ê1 billion'

Irlarket Conditions

bringing
1984 to
equíties

strength
European

15.
of

Foreign exchange markets
the dollar, but sterling

dominated bY the
up welI against

have
has

been

held
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currencies and, at 'l.8, the effective rate is only fractionally
below its average level ín July and August. Domestic markets have

been preoccupíed by US developments and worries about the industrial
sítuation but, while earlier optimism about further falls ín base

rates has gone, there has been no real pressure for a rise in base

rates. The gilts market has today rallied after a period of
weakness, and the Bank have been able to reåctivate the tap. There

has been little further interest in index-linked stock' and the

yield on the 1988 IG was still over 5 per cent yesterday. (trstimates

of "real¡' 3 month interbank rates, based on outsíde inflation
forecasts, are at similar levels, about I per cent below their
peak earlier in the Summer. )

Policy Assessment

16. The meeting aqreed that monet ary conditions \úere , íf anYthing'

on the tight síde. There \^ras no convincing evidence of undue

looseness and some signs that activity might be slowing down.

Sir T Burns said that the latest CBI survey might be a more reliable
guide to the real economy than the CSOrs output statistícs' which

$/ere affected by industríal dísputes. His own view was that there
might have been some reduction in the underlying growth of output,
but probably not much. The ínflation prospect might be marginally
better. He rdas more concerned about next year; the leadíng

indicators hrere giving worrying signals-

17. fÍhile domestic monetary condítions are clearly consistent
with some further falI in interest rates, it was generally agreed

that ít would be unwise to attempt to cut rates aggressively, gíven

the unsettled industríal situation at home and uncertainty about

US interest rates. A cautious approach "going with the grain

of the markets" - \úas more líke1y to achieve a sustainable reduct'ion

in interest rates. Mr Georse commented that US influences could

turn out to be less adverse than some commentators are nolv expecting.
The Fed seem to have been doing their best to moderate interest
rate pressures.

ü,' ú'

18. Sír Peter Middl n said that interest
be in the throes

rates in the personal
of adjusting to majorsavings market seemed to
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structural changes. The immediate effect of the end of mortgage

rationíng and the breakup of the building societies' cartel had

been to push interest rates up. There must be a limit to this
rise, but where it r,tras depended on the interest sensitivity of
the demand for mortgage credit. fn díscussion, ít was generally
agreed that the boom in mortgage lending could not continue

índefinitely, and that the effect of higher interest rates would

be reinforced by the general economic climate, including the

Ievelling out of the consumer durable cycle. In the meantime'

however, building societies' interest rates could well overshoot.

The societies were still learníng how to operate ín a more

competitive market.

19. On funding, the meeting agreed that gross gílt sales of fI
bíllion a month r^ras a reasonable starting assumption for the three
month forecasts. Monthly funding targets over the Autumn would

need to be considered in more detail at the Economic Secretaryrs
Funding meeting. On National Savings, it $ras agreed that Ít would

be right to leave a gap of a couple of weeks before launching a

zg¡;¡ Issue. DNS \úere no1¡r ahead on their annual target and could

afford to wait and see how the building societies' rate structure
settles down. It was particularly important to try and pitch the

2g1¡¡ Issue correctly, so that ít would carry DNS through the BT

flotation period. In the meantíme, Sír Peter Middleton asked

HF and the Bank to look at hrays of promoting the 1988 IG more

actively to personal savers.

RACHEL LOMAX
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TABLE A : PERCENTAGE CHANGES IN MONETARY AGGREGATES

per cent, s

PSL2A

a

MO
NIB

M1

2.1

6.9

't1.5

9.3

11.5

M1

1.5

11.1

19.3

14.3

19.3

M2* f.M3 v: PSL2

Banking rnonths

(1) In month
August
Sept
Oct
Nov

(2) latest 3 months (a-r)
August
Sept
Oct
Nov

(3) latest 6 rnonths (a.r)
Augus t
Sept
0ct
Nov

(4) 'latest 12 rnonths (a.r¡
August
Sept
Oct
Nov

(5) target period (a-r)
August
Sept
Oct
NoV

* not seasonal 1y adjusted
** excludÌng reclassi f icat ions

o.8
o-6
o.9
o-7

o.9
o-7
1,O
o,8

o.7
o-5
o.9
o-5

o
o
o
o

-o
o.
o.
o.

11.9
5.6
9.1
8.9

13.6
6-7

10.6
10.4

7.1
o.7
8.8
7-9

13.6
11 .3
11 -3
10.4

15.2
12.8
13.O
12-A

9.O
7-O
8.2
7.5

4.4
4-9
5.6
5.6

2
o
I
I

2
2
1

1

12.2
't2 -4
12.6
13- 1

13.6
12.6
12 -4
12.O

5.2
4-2
4.O
3-6

9.O
8.5
9.O
8.6

'l

8
4
4

4.6
3.7
4.4
6,6

4.4
5.2
5.2
5.1

2
6
6
2

*
*
*
*

*
*
*
*

a.2

9-O

6.7

9.4

6.8

7,9
8.O
8.O
8.4

12. 1 (9.3)
12.7(9.5 )
12-6(e.5)
12.5( 8.9 )

5.4
5.O
4.9
4.8

*
*
*
*

7
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TABLE B: É.M3 COUNTERPARTS

1. CGBR

Own-account
On-'lendtng (

Total (u.a)

TOTAL CGBR (s-a)

2. NET PURCHASES OF
CG DEBT BY NBPS

Gilts
Treasury bllls
Nat lonal Savings
C-fDs, etc

TOTAL DEBT

3. OTHER PUBLIC SECTOR

Local Authoritles
Publ lc Corps.

TOTAL OPS

4" f. LENDING TO
PRIVATE SECTOR

5,NET ËXTERNALS

6.NET NON-DEPOSIT
LIABILITIES

CHANGE IN f.M3 Êm

(%)

,'PSBR "

OVER( - ) /UNDERFUNDTNG ( + )

* at an annua'l rate

AUGUST

FORECAST OUTTURN

TARGET PERIOD
MID-FEB 84

TO MID-NOV 84

É millions

MID-APRIL 84
TO MID-NOV 84

4889
1 365

6254

5620

-4699
-143

-2107
488

-646 1

-287
-234

-521

7299

60

-1385

4612

( z.g)*

5099

-1362

1 535
-15

1 520

't460

-1200
U

-220
205

-1215

2o,0
-50
150

910

-17O

-230

905

( o.8)

1610

395

-1511
-35

-236
127

SEPT

900
250

1 150

1300

-675
o

-860
250

-1285

-190
345

155

965

-140

1455

17A

FORECAST

0cr

395
310

705

625

-420
o

-215
225

-4'to

55
-345

-290

490

600

-800
o

-75
-35

-910

- 135
- 180

-315

1380

85

-330

510

( o.5)

285

-625

9788

7796

-5868
-96

-2617
236

-8345

3
-452

-449

10393

-76 1

-2247

6387

( 8.6)*

7347

-998

NOV

(u.a)
u.a)

894
29

923

861

115
375

8164
1624

-1655

392

398

731

418

-24

729

( o.z)

1 259

-396

1415

-15

6

-500 -330

495 995

( o.5) ( o.e)

335

-75

rî
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Grorth rEtes of the monetary and financial agg: egates
Grorth rates of eotrponents of PSL2
ChangBs in the ¡eal rcney Eupp1y
Total sterllng bank lend.ing to the non-ba¡¡k private sector
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Nonlnal Lnterest rates
ReaI fnterest rates
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COIIPIDEITIAI.

PENCENTÀGE GEOIITE RATES IN TEE MONEEÀru A}TD E'INÀ¡¡CIAI. AGGREGATES O

Coupoolte
moDetary
indicator

reelly
averaged-.' MO-'-

Non-
iDtereat'
beari.ug"Ml !{1 M200 €¡{3++ M3 PSL2

(a) Financial years (12 nonth changes to banking April)
1 981-82
1982-83
1 983-84

(b) Changes in 4 quarters to+

19A2 (2)
(3)
(4)

1 983

12
9
9

13.3
10.3
11 .7

9.8
11.1
10 .3
10 .9

13.2
12 .7
12.1
12 ,7

10.2
11 .9
12.3
12.8

5.2
10 .9
8.7

8.9
10.4

2.0
6.1
4.9

-0.3
11.1
9.3

4.2
14.8
13.6

6.0
7.3

11.3

12.9
15 .5
12 .5
12.4

13.4
13.7

12.5
13.1
't1.6
12.4

10.7
11.1
tJ.4
13.o
13.7
13.7
13.5
14 .3

12.2
10.9
8.0

10.3
10.9
9.8

1rJ.9

15.5
12.7
10.7

12, 1

11.4
11.3
12.7

10.9
11.4
11.2

0
7
3

2.8
2.3
3.9

5.6
5.7
a')

0.7
3.2
8.3

1 0.4
10.0
8.9
8.8

8.9
8.7
7.5
8.8

7.0
?()

7.8
9.4

6.3
5.7
6.4
6.0

9.2
8.1
8.3
6.9

10
I
tJ

3
4
5

5.3
6.4
o.5
6.7

1

2
3
4

5
7
4
7

10. 1

11.0
10.2
10.2

2
a

I
3

r)

8
I

11

0.7
8.3
7.1
7.3

8.*
ot

8.4
9.3

8.4
8.2
7.7
9.3

7,0
6.2
5.5
7.1

10. 6
11.1
9.4
7.ð

7.2

10.5
10 .2
10.2
10 .4
10.4
11 .2
11.3
12.1

10.5
11..:
13.4
14 ,7
15.4
15.3
11.8
12.6

19a4 (1)
(2)

d.6
9.0

9.9
9.3

7.9
9.4

5.7
CA

10.2
11.1

11 ,9
10.1

1'2.3
13.2

(c) Changes in 12 months to
1983 Septe¡n-ber

OcÈober
November
December 10.

1984 January
February
March
Aprrl
May
Jr¡¡e
July
Augr¡st

(d) Changes (at an annual rate) in 6 monÈhs to
1 983 September

October
November
December

6
6
6
6

2
9
9
)

10
9
9

12.3
12.0
1',2. 1

12.8

11.9
10.7
9.3

1u.1
9.6
9.4

10.2
C¡ q,

9.9
8.0
8.2
9.3
7.6
7.9

a.2
7.8
7.9
9.3
ot
9.4
7.3
9.3

6.0
6.3
5.7
4.9
5.2
5.4
5.8
5.4

9.6
8.9
8.6
8.7
8.6
9.0
8.1
9.3

7.6
6.7
9.1
7.7
9.3
1.3
7.7
9.0

12.8
9.8
9.0
7.7
6.7

6.6
6.3
5.1
4.1
4.0
4.9
5.0
4.4

6.7
6.5
7.9
9.2
8.8

't 1.1
9.6

12.2

12.4
11.7

11.5
12 .1
14.7

12, 4
11.8
12.3
11 .2
11.7
13.2
12.2
12.2

o?
o')

11.9
12 .3
14.2
17.'l
14.7
15.2

12.6
10.0
9.3
9.3

'l 984 January
February
March
epril
May
June
JuIy
August

7.2
7 .1
a.7

10.7
10.6
9.4
7.4

11.5

10.5
9.5

16 .4
16 .3
18 .2
20.0
16.7
19 .3

0

+

Thc Arath rtttt ¡4. rdjutÈGd tor Èhc ehangcowr to tlrr\c DoncÈrrl, sector.
î\c Octobcr 1982 llgrrcr ¡rc greatly dlaÈorÈ.d by thr otlpr-rubecrlpÈion of rhe
STC shar. Irruc. tlrc figrrct rhøn hcrr ¡rc th. B.n¡ of\EnglanVÎrcaau.ry best
ert!.a¡tca o! uhrt rculd h¡vc ha¡r¡rcncô ln thc ebr¡nc¡ of thc di¡tortion.
Thc quartcrly flgrrcr ¡rc for Èhc f lnrl brnklng ænth ol thc gurrter.

ô0 lo lr parÈtelly ..¡ton¡lIlt ¡drurtcd þ urlng r r.¡ron¡lly edJurtcd tcricr for
thc NIEllt coçon.nÈ ¡nd edJurÈl,ng r¡t¡lI È!.r de¡orlÈt tor thc ¡aa¡onal
clfccÊ¡ ol lnt¡r¡¡È crcd,ltlng. lh.n prop.r r.¡.on¡l rdJurtrcnt of tA ls
ev.ntu¡lly ¡nrtlbh lt¡ vlthln yorr roe.rrntr r.y 6l!f¡r trc thorc ¡h*m.

++ Ercludlng ¡nrbllc a.ctoa dc¡nrlÈr.
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ÎABLB 1A¡ GAOflIB Or COüPOUE¡IS OF PSf.i¡ (t)

Notes
a¡'d coin

Noa-interegt
bearing sigùÈ
depoaits with

banlcg

Iltereat bearing
depoaLts witb tJre
Bonetåry sector Àll other

coqronenta
of PSLiI

(i)

(a) Financial vears

1 98 1-82
1982-83
1 983-84

(b) Chanqes j-n 4 quarters to
1982

Ret,ai1f !{holesaleQ
(ii.) -TfiÏT ( iv) (v)

( 12 ¡nonth changes to bankj.ng April)
-1.6 8.2
13 .5 5 .5 15 .8 12 .'l
11.2 -1.9 15.3 15,7

lot,al
å¡!3.æ(vr)=

(i)+(iÍ)

TotaI
PSL:¡

(vri) =
(v)+(vi

)+( rii)+( iv)

2
3
4

1.6
7,5
6.1

3

-0.8
2.9

10.5

3.1
3.6
5.0

4.8
6.5
6.0
7.3

6.1
7.4
6.9
7.1

0
7
3

12
9
9

7.5
6.5
7.5

12.2
10.9
8.0

10 .3
10.9
9.8

10 .9

1 0.9
't1,4
11 .2

10 .3
8.4

1983 (1)
(2)
(3)
(4')

1e84 (1)
(z',)

4 1b. 0

14.2
16.5
15 .5
18.6

15 .5
17 .4
15. 1

18 .6

18.2
17 .9
20.6
15.3
17.0
19.1
16.0
14 .7

9.8
11.1
10.3
10 .9

10.2
11.9
12.3
12.8

8.5

5.0
q, 1

13.2
11.6
10.2
9.9

9.7
12.O

-0.3
-2.3

20.6
19.1

15 .6
1]8.7

10 .6
12.9
15.3
15 .4

15.3
15.1
15.4
15.4

15 .8
15 .1
15.6
15.7
16.7
15.7
18 .3
18.0

11.8
10.8
10 .6

12.2
12.2
15.6
19.8
23.0
27.4
24.7
24.0

9.9
9.3

12.8
13.2

(c) Changes in 12 months Èo

1 983 Sept
Oct
Nov
Dec

6.0
5.7
6.4
4.3

2
6
6
9

'10

9
7
Õ

6.9
7.3
7.3
7.1

12.3
12.0
12. 1

12.8

1984 Jan
Feb
I"lar
APT
May
June
JuIy
Aug

5.9
5.3
5.0
6.1
4.7
5.3
5.4
5.5

9.5
9.4
9.7

11 .2
12.0
't2.o
8.4

11.6 -1 .

12.4
11.8
12.3
11 .2
11 .7
13 .2
1) )

12.2

3
1

-0
-1
-3

10 .2
9.5
9.8
8.0
8.2
9.3
7.6
7.9

1

7
3
9
1

3
7
5

(d) Chanses (at an annual rate) in 6 months to
1 983 Sept

Oct,
Nov
Dec

.0

.3

.1

.6

7
3
1

-6

7.6
9.1
9.5

11 .7

6.1
5.8
5.0
5.7

17 .2
13.0
1 1.8
18.0

15 .6 10
I
7
7

7
3
1

3

12.6
10.0
9.3
9.3

1984 Jan
Feb
¡'lar
APT
May
June
JuIy
Aug

7.6
6.7
9.1
7.7
9.3

11.3
7.7
9.0

4.9
4.3
3.8
6.5
4.4
4.9
5.9
6.7

8.6
8.8

11 .7
13.2
14.5
12.2
8.3

14.3

-6. 5
-7 .6
-7.2
-6.9
-6.8
2.1
3.1
4.9

20.9
19.4
24.0
17 .7
22.9
20.6
11.6
10 .3

9.7
9.2

11.9
12.3
14 .2
17 .1
14 .7
15,2

0 The spbt between retail and wholesale is that used for M2. Deposrts of Iess
than ¿tOO,OO0 are counted as retail. Íhis split is only Partially seasonally
adjusted. T1he wholesale couponent contains a small a¡nount of retail deposrts
with a resiù¡al naturj.ty of greater than one nonth.
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tæNEt suPPLr (r)

(a) Financial year (12 s¡onth changes to banking April)
1 981-82
1982-83
1 983-84

(b) Changes on sa¡ne quarte

PSL2€M3va

nPI+ Non-
les¡ Coqroelte feekly i¡teregt

rcrtgage rc¡etary averageô bearing
el.enênt inðicator M0 " Ul

Total
RPI+

7.5
7.0
7.2
6.1
6.5
7.8
7.4
7.4

5.4
4.8
4.9
3.1
3.2
4.2
3.0
3.2

4.6
4.6
7.8
9.3

'10.3
13.6
10 .7
10 .6

2.6
2.3
5.0
4.8
5.6
7.9
3.9
4.6

-3.6
5.8
3.7

9.1
4.8
4.8

9.4
4.0
5.2

2.9
5.8
3.1

2.9
2.3
2.5

8.8
7.3
6.6

9.2
7.3
5.4

3.6
6.4
4.9
5.8

2.3
4,5
3.1
4.3

4.1
5.3
3.5
3.9

-0.6
1.9
1.2
1.9

3.9
6.2
4,7
5.2

-8.7
6.0
4.3

3.9
5.4

.5

.2

.2

-6
1

0

4.9
4.2

5.2
5.6

3.0
4.3

1.7
6.3
6.1

3
0
8

3.9
7.1
6.8
7,6

7.2
7.8

6.8
6,7
6.9
7.6

6.7
2.9
2.5
1.7

r in previous year

1982

1 983

(2)
(3)
(4)

-3. 0

-1 .5
1.5

-5.6
-4.7
-2.5

-7.5
-3 .9

1.6 0.6

1)
2)
3)
4)

4.6
3.7
5.1
5.3

6.0
4.5
5.2
4.8

1e84 (1)
l2)

0.9
0.5

3.6
4.2

4.7
4.9

2
1

5
5

(c)

1 983

(d)

1 983

5.2
5.0
4,9
4.8

Changes in 12 months to
Sept.enber
October
November
December

5
5
4
5

1

0
I
3

4.7
4.7
4.8
5.2

1

1

1

1

3.5
3.6
2.5
3.9

2
7
5
9

3.1
3.0
2.7
4.3

4.9
5.6
4.8
5.8

4.9
1.3
0.5
0.1

1984 January
February
I{arch
ApriI
May
June
July
Augrust

5.7
5,4
5.2
5.4
5.3
6.0
6.5
7.3

3.5
3.1
3.0
¿1 .3
4.1
4.3
2.7
4.6

1.4
1.7
0.9
0.2
0.3
0.5
't.2
0.8

4.A
4.2
3.6
3.7
3.5
3.9
3.5
4.6

4.6
4.5
4.7
4.8
4.9
4.9
4.5

(4.s)

5.1
5.1
5.2
5.2
5.1
5.1
4.5

(s.0)

Chanqes ( at annual raÈe) in 6 months to
Septenber
Oct,ober
November
Decenber

1984 January
February
March
ApriI
May
June
July
August

+ The sùrple trEthod of seasonal adjustment for the RPI and for the RPI Iess
mortgage cong)onent for use in calculat,ion of the síx monthly growÈh rates was
described in the February 1982 Interpretation of Monetarv Condrti.ons.

S The nominal uþney supply deflated using the RPI less mortgage element. Th¡-s
:.s the all ite¡ns RPI after deô¡ction of the mortgage interesÈ raÈe pa)rments
component.

3.5
1.2
t.b

-0 .4

5.5
6.9
6.6
7.4

6.7
7.2
7.5
7.7

0.8
-'l .1
-0.2
-1 .3

1.5
-0 .6
-1.0
-0.2

1

0
,|

1

5
9
1

9

5
6
9

1'l
11
1'l

7
I

2,1
2.6
4.7
7.7
6.9
6.1
r.6
6.9

1.6
't .9
1.3
1.4
0.4
1.7
1.3
0.2

1.7
2.1
3.9
6.3
5.1
7.7
5,7
7.7

4.9
4.4
3.9
2.7
3.5
3.1
3.6

(4.2)

5.7
4.5
3.7
3.2
2.8
2.7
3.3

(s.4)

4
7
2
7
6
8
9
1





ÎÀALB 3¡ TC,llÀL SÎERLING BAAX LETVDIIG TO TEE NON BÀ¡IK PRMTE SECIOR (1)

Percentagc -change in stock of, lendinct over

Baaklng rcntåa¡ SA 12 nonths 6 nonthe (at annual rate)

1983 September

October

Nove¡nber

Dece¡ober

1984 January

February

þlarch

April
!'tåy

June

JulY

August

14.8

14.0

14.0

15. 3

15. 0

't4.7

15.7

17.1

16.4

16.6

15.8

15 .2

't 3.6

17 .0

16. 0

17.0

17 .0

't7 .1

17. I
17. 0

16.6

16.2

't4.6

13.3

(1) Sterling lending by the monetary sector, plus issue de¡rartment purchase of

comq¡ercial bills.
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TÀBLA f : PRICES ÀÌ.¡D EAR!¡INGS (t change on B:ne period a year before)

(1)

(2)

(3)

(4)

(1)

(2)

Sept,ember

October

November

Dece¡nber

.lanuary

Febmary

March

ApriI
May

June

July
Augiust

Retail
Prices

10.4

9.2

8.0

6.2

4.9

3.8

5.1

5.u

4.8

5.3

5.1

5. 'l

5,2

5.2

5.1

5.1

4.5
(4 .8-5.2 )

Output
Prices

(hoæ saLes)

8.7

7.2

7.4

6.5

5.3

5.7

5.4

5.5

5.7

5.6

5.7

5.9

6.5

6.6

6.3

6.2

6.3

6.3

Input
Prices

11.8

5.7

4.8

6.3

5.6

6.6

9.6

8.2

7.2

7.2

7.6

7.0

7.0

8.7

8.5

8.1

8.4

6.4

Producer Price Index
(AII ¡na¡ufacÈu¡ed

products)

Underlying
Average
EarDi¡gs

10.8

10.1

8.9

8.4

7.9

7.5

7.8

7.8

7.8

7.8

7.8

7,8

7.8

7.8

7.8

7.8

7.5**
7.5**

Unit
Itage
Costs*

COñnO'rf f ty
pricestr.

1982

1 983

1 9A4

it

4.0

5.7

5.5

5.8

4.0

3.3

3.8

3.7

3.6

2,7

3.3

3.4

4.3

3.6

3.6

3.9

-4.4
-9 ,4

-12,4

-8.9

-1.3
16 .3

18.8

17 .5

19 .8

22, 1

21 .1

13.8

11.8

3.8

-5.2
-10.0

-13.9

-14,4

* In manufacturing - percentage change of the lat,esÈ 3 months on the same

3 months a year earlier.

Departnent of Etrplcyrnent esti¡ate.

Economist inö¡strial (non-oil) connodity price index in SDRs.***





ÎÀBr.E f,:
qr¡arters)

NOltIl¡Af¡ Il¡ItsAESl RdIBS (period averages for calendar nontbg a¡d

Tb¡ee rcnth
Interbanlc

th¡ee nætb
Bu¡odolIar Base rate

Loug Rate
(20 Year)

qilts

-

Yield
Gap

1e82 ( 1)

(2t

(3)

(4)

1e83 (1)

(2)

Septenber

October

Nove¡nber

Decenber

1984 ,January

February

March

April
May

June

JuIy
Au$rst

Septenber 6

14.3

13 .4

11 .5

9.9

11.1

10.2

9.7

9.4

9.3

9.4

9.4

9.3

9.0

8.9
9.6

9.5

11 .6

10.9

10.9

15.1
't5. 1

12.6

9.9

9.2

9.4

9.9

9.6

9.8

10.2

9.8

10.0

10.4

1Cr.9

11.6

11.8

11 .7

11.8

12. 1

14.1

12.8

11 .4

9.7

'10.8

10.0

9.5

9.1

9.0

9.0

9.0

9.0

8.75

8.6

9.0

9.2

1 1.5

10.9

10.5

14 .7

't3.7

12.2

10.8

11.5

10.5

't0.7

10.6

10.3

10 .3

10.3

10 .4

't0.3

10.4

11.0

11 .2

11 .7

11.0

11.1

0.4

0.3

1.3

0.9

0.4

0.3

1.0

1.2

1.0

0.9

0.9

1.0
't .3

1.5

1.4

1.7

0.1

0.1

0.2





-añtB S z REàL INTARES:I RAIBS

E+rected
Inflation
over 12
monthgt

1e82 ( 1)
(2''
(3)
(4)

1983 (1)
(2t
Septenber
October
Nove¡nber
Dece¡nber

1984 ,January
Febnrary
Mardl
April
May
.lu¡¡e
JuIy
August,
Sept,enber 6

TLeJ'd o¡ 1988
iadexed qiltËt indexed qil-t.lrt

Tl.el.d on 1996

Real 3 nonth
I¡te¡ba¡lr

Rate

I¡f]'ation
Assunption

7r

¡aflation
Assunption

5t 7t5r

2.9
3.3
3.2
2.5

3.0
3.4
3.3
2.6

3.2
3.3
2.4

3.5
3.6
2.7

4.0
4.1
3,4
4.8

10.3
9.2
8.0
6.3

1C

3.'l
3.3
3.3
3.4
3.4

2.6
3.2
3.4
3.4
3.5
3.5

2.4
3.4
3.5
3.4
3.7
3.4

2.7
3.7
3.8
3.6
3.9
3.7

4.8
4.0
3.5
3.0
3.5
3.6

6
6
6
6
5

5

3.4
3.5
3.7
3.5
3.7
3.9
4.3
4.3
4,4

3.5
3.6
3.8
3.6
3.8
4.0
4.4
4.4
4.5

3.6
¿.7
4.1
4.1
4.5
4.8
5.4
5.2
5.3

3.9
4.0
4.4
4.4
4.8
5.1
5.7
5.5
5.6

5
5
3

3

2
I
0

4
5

3.
3.
3.
3.
4.
3.
6,
5.
5.

5.9
5.8
5.7
5.6
5.4
5.7
5.6
5.5
5.4

3
2
2
4
I
I

r¡ Unweighted average of forecasts by philups & Drew, National Institute andthe London Business schooL; the e>çectàd rat,e of infrat,ion for a givenmonth is the change in Èhe price level between six ronths earrier andsl-x upnths ahead. This i.s assr¡med to approxi.mate roughly to averageinflation expectaÈions over the 3 months imueoiately ahead,.
Average of workj.ng day for the month or quarter.
Last' vtorking day for each month with fj.rst of month sett,re¡nent assurned, oE,for quarters, the average of the rast rrrcrking days of the three months.

!ti

***





IÀEÛB f : EXCEÀ¡¡GE RÀTES (pertod averagee)

Ef,fective R¿te $/5 Rate Dt!,/€ nate t/$
Uncovered Dlf f ere¡tia].t

8,/Dt6

1e82 ( 1)

(2)

(3)

(4)

1e83 (1)

(2')

Septernber

October

November

December

1984 January

February

March

April
May

June

July
August

September 6

91 .1

90.3

91.4

89. 1

80.6

84.1

84.7

83.5

83.6

82.5

81 .9

82,2

80.9

79.8

80.0

79.4

78.3

78.3

77 .6

1 .85

1.78

1.72

1 .65

1 .53

1 .55

1 .50

1.50

1 .48

'l .44

1 .41

1.44

1 .46

1 ,42

1 .39

1.38

1.32

1.32

1.28

4.34

4.23

4.28

4,14

3.69

3.86

4.00

3.90

3 .96

3.94

3 .95

3.89

3.78

3 .78

3 .82

3.77

3.76

3 .78

3.79

-0 .8

-1 .7

-1 .1

0.0

1.9

0.8

-0.2.
-0.6
-0.6
-0.8

-0.4
-0.7

-1 .4

-2.0
-2.0

-2.3
-0. 1

-0 .9

-1.1

4.3

4,2

2.8

3.0

5.4

5.0

4.0

3.6

3.3

3.2

3.5

3.5

3.3

3.2

3.7

3 .8"

5.8

5.3

5.4

* Between 3 spnt,h UK interbank raÈe and 3 month Er-¡rodollar rate and Eu¡o DM

rate.





lÀar.B f : PERCTINTAGE cEÀñcE rñ NET r.ErîDrNG poR EoUsE ptrRcEAsB
(SA¡ Calend¡r nonths)

Builtllnq Socict iee BankB (EBt)

Total Bulldlng
Socleties and

Banka

12 months 6 months 12 ¡nonths 6 months 12 months 6 months
1983 !{arch

April
Ir4ay

June
.Iuly
Augrust
Sept,ember
October
Novernber
Decenber

1984,January
Februàry
March
ApriI
ltay
June
July

19. 3
19.7
20. 0
20. 0
20,1
20. 1

20.1
19.7
19.6
19. 3

22.2
22.2
22.0
21 .1
20.4
19.3
18. 0
17 .3
't7 .2
17 .5

66. 1

61 .9
57.9
52,4
47.9
43. 5
39 ,4
38.7
36,7
34.4

46.6
44.1
38. 2
35. I
35.9
35. 0
32,6
34.4
35. 2
33. 1

29.6
26.5
24.0
18 .7
14.1
12.5
11 .2

25. 0

25.0
24.9
24.4
24.0
23,5
23.0
22,6
22.2
21.7

25,7
25.3
24.5
23.4
22.8
21 .8
20.3
20. 0

20.1
20 .0

19.0
18.8
18.5
1A.7
19.0
19. 5
20.0

17 .7
18.3
19.0
20.1
20.9
21 .6
22.5

32.7
30.6
28.2
26.3
24.2
22.3
20 .0

21 .2
20 .7
20. 1

20.0
19.9
20.0
20 .0

19.6
19 .7
19.9
19.9
19.7
20. 0
20.5





ÎABLB f r EOITSE PRICES (t c¡"'gq oD ¿ year carller)

1982

1983

1994

1983

1984

91

92

Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Augrust

Septenber

October

November

December

January

February

t'tarch

April
¡{ay

June

JuIy

Ba¡sd oa
Dortgragc
approval¡

-4.0
-0 .7

4.0

12.2

13. 0

12.8

't4.6

9.6

9.3

a.4
't4.7

13.8

10. I
10.2

7.6

8.4
9.0

10.0

9.1

a.2
7.9

7.1

Baced on
Lortgaga

coupLetlone

-4.9
-3.0
0.5

6.8

11.3

10.4

12.3

11.9

9.2

9.9

12.4

12.A

12.7

12. 1

11.0

8.6

10 .4

8.6

9.9

9.4
't0.2

8.9

litlx-adjuetcð
(bassd on

coupletions )

-

llationrldc
(bascd on
approvals)

0

1

2

6

11

9

11

11

9

10

2

2

3

I

9

't1

13

12

13

'15
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7.11 CONFIDENTIAL

until ¿.30 pm Monday Z0 August ú

FROM: M T FOLGER

DATE: l7 August 1984

cc ¿

Y

Chancellor of the Exchequer
Chief Secretary
Financial Secretary
Minister of State
Sir P Middleton
Sir T Burns
Mr Byatt
Mr Cassell
Mr Monck
Mr Battishill o.r.
Mr Evans
Mr Culpin
Mr Robson
Mr Shields o.r.
Mr Page
Mr Salveson (for No.l0,
Mr Hood o.a.
Mr Mansell CSO
Mr Lord
Mr Portillo
Mr Ridley

ECONOMIC SECRETARY

GDP (OUTPUT MEASUTIE' NìT SECOND QUARTER T984

The CSO will pubtish the preliminary estimate for Q¿ GDP(O) at Z.3Q pm on Monday

20 August. An advance copy of their press release is attached.

Second qua¡ter figr¡res

Z. GÐP(O, is estimated to have fallen by about I per cent between Ql (index 104.11 and

QZ (103.?,. Compared with a ye¿u earlier, GDP(OI is up Z* per cent.

3. Between the first and second quarters the negative contribution - about 1 per cent

point - came from the production industries. This largely reflects the effect of the coal

dispute. There was output growth in "distribution, hotels a¡rd catering, repairsil worth 0.3 of

a point a¡rd in "other services" worth 0.2 of a point. Banking¡ finance etc was the main

source of growth in the latter category.





Effects of the coal disoute

4. The CSO release notes that in normal times coal accounts for about 1â per cent of

GDP. It estimates the coal dispute effects on GDP so far as:

Qr

Qz

I per cent

I I per cent

These figures imply that¡ but for the effects of the disputer GDP would have shown a small

rise (+å per centl between Ql and Q2.

5. These numbers should not cause any surprise as underlying estimates for the effects on

Industrial Production (-l t per cent in Q1, -3I ¡ QZt have already been released in the CSO's

13 August Press Notice.

6. In themselves the Ql and QZ figures imply almost I per cent off the level of GDP for

1984 as a whole, and hence 1 per cent off growth from a 1983 base' The ultimate effects of

the dispute on GDP for 1984 will obviously depend also on developments from Q3 onwards¡

including the extent to which coal stocks are rebuilt following the strike. Mea¡while, it is

relevant that on 31 July the Chancellor told the House (OR Cot 3061:

"Coal output in normal terms accounts for some 11 per cent of total national output'

As it is running well below that figure it is unlikely that the rate of growth this year

will quite reach the 3 per cent that was envisaged at the time of the Budget."

Uuderlyins ¡¡rowth in vea¡ to QZ

7. Correcting the recorded year-on-yeat growth (Zl per centl for the coal dispute effects

(lå per centl suggests "underlying" GDP growth of 3I to + per cent. But this is probably an

overestimate as the level of GDP in QZ 1983 was off-trend, being rather low. The Press

Notice points this out. A figure of about 3 per cent might be a fairer estimate of underlying

growth over the period.

Sugsested line to take

8. I suggest that IDT take the following line:

figures suggest that¡ making allowance for the effects of the coal disputer GDP

showed some growth [l per cent] over Ql. [Not muçh growth, but quarterly

path of GDP(OI not smooth.l





underlying yeÍrr on yeal growth to QZ probably not quite as high as the 3l to

4 per cent suggested by the recorded figures adjusted for the dispute. But

nevertheless healthy

effectq of coal dispute on GDP for 1984 as a whole hard to predictr as depend on

path of output when strike ends. But these figures consistent with Chancellor's

31 July explanation that growth in 1984 now unlikely quite to reach the 3 per

cent forecast at Budget time.

üs
M T FOLGER
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CABINET OFFICE
Central Statistical Ofice

Great George Street, London sw¡P 3AQ Telephone orzgg 7383

Our ref z FLZ|L4 17 August 1984

GROSS DOMESTIC PRODUCT (OUTpUT-¡ASED) - SECOND QUARTER 1984

The preliminary estimate of gross domestic product, based cn outPut data for

the second quarter of l984rwi11 be Íssued at 2.30 pm on Monday 20 August'

A copy of the press notice is attached. It includes estimates of the effect

of the dispute in the coal mining industry uPon the level of the output

measure of GDP in the first and second quarters.

it' h
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C ircu lati-on

Prime Ministerrs Offlce

I1r A Turnbull

Treasury

Slr Pet,er Middleton
Mr J B Unwin
Sir Terence Burns
Mr J Page
Mr M Folger
Mr A Smith

K MANSELL

Bank of England

Mr E Hunter

Departrnent of Trade and IndustrY

Dr R Butchart

cso

Sir John Boreham
Mr D Flaxen
Miss S Carter
Mr A Lang

Department of Energy

I'tr J Harris
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20 August 1984

GROSS DOMESTTC PRODUCT (OUÎpUT-SASED) - SECOND QUARTER 1984

Preliminary estimates suggest that output of the whole economy fell by about

å per cent beth¡een the first and second quarters of 1984, although the level
was 2È per cent higher than a year earlier. The prelimínary output-based

estimate of gross domestic product (CDP) in the second quarter is I03.7
(seasonally adjusted, at constant prices, with 1980=100).

Output has recently been affected by the dÍspute in the coal mining industry,
whose production normally accounts for about lå.per cent of GDP. It is
estÍmated that the dispute reduced the level of the outPut measure of GDP

by about å per cent in Èhe first. quarter and by about 1å per cent in the

second quarter. Most of the reduction was the direct result. of the loss of

coal ouÈput.

Output of the production industries fell by 3 per cent between the first
and second quarters, mainly reflecting Èhe effects of the miners'dispute.
The service sector continues to grow, with disÈribution output rising by 3

per cent, more than compensating for the fall recorded for the first quarter.

Recorded growth of output Ín the year to the second quarter reflects in part
what seems to have been the rather low level of the series in the second

quarter of 1983. Therefore, although allowar¡ce for the effect of the miners'

dÍsput,e gÍves an increase of 3å to 4 per cent over the period, underlying

gro\üth has probably been somewhat less. For particular quarÈers, as can be

seen from the Table, the expenditure, income and output measures of GDP can

move irregularly, and differently to each other.

ÇËj

Ð̂
prepard by the Government Statistical Service





GROSS DOMESTIC PRODUCT AT CONSTANT FACTOR COST

Seasonal Iy adjusted

1980= 1o0

Based on

Expencl i t ure
clat a

I ncome
data( 1 )

0ut put
data

Average
est imate

1979
1980
1981
1 982
1 983

102.4
100.0
99.3

'lol .4
104.9

101 .2
100.1
99.3
99.3

100.9
101.O
100.5
103.2

105.6
103.8
103.8
106.3

106.6

102.8
10r .4
98. 1

97. I

102.6
100. 7
99 .0
97 .7

102.6
100. o
98.6

100.7
103.9

o2
oo
98
98

98
97
98
00

oo
o0
oo
o1

o3
o3
o3
o5

oo
o3
oo
98
99
02

ôo
102
100
98

'to1
104

97

98
99
o0
o0

6
1

o
5
'1

5

97. O

96. 5
98.8

'to1.6

o
7
9
I
I
I
2
9

o1
oo
o0
o1

o3
o4
o5

4
3
0
1

7
2

1 980

1981

1982

1983

1 984

97.
98.
98.

101
101
102
103

'l

2
5
4

1

2
.t
4

1

2
3
4

1

2
J
4

1

õ

100
98
98

100

4
5
2
1

2
7
I
2

3
5
tr

1

ó
4
5
I
5
o
6
4

5
7
5
7

9
6
o
4

0
2
I
9

103

108.0 106.3104. 1

103.7 (2)

(1) Income data deflated Þy the impl ied inclex of total home costs
der.ived from expenditure data

(2) Prel lminary estimate.





NOTES TO EDTÎORS

l. The prellminary estimate of the outPut based measure of gross domestic
product ls derived from the provisional estlmate of t,he index of output of
ihe productlon industrles for the second quarter, publlshed on 13 August,
together with partial informatfon for the rest of the eco:romy. Any

revisions, together with estimates of GDP based on expenditure and income

data, will be released by Prees Notíce on 19 September.

2. As the table shows, the estimates of GDP based on expenditure, income and

output data may move differently in the short term. The output based measure

is usually consldered to be the most reliable measure of short term movements.

3. Although lt will be some time before the size of revisÍons to the preliminary
estimate on the new 1980 base can be investigated, the performance of the 1975-
based series can probably be taken as a guide. During the five year lifetime
of the 1975-based series, the average revision (regardless of sign) in the month

followÍng publication to the preliminary estimate of the change in GDP(O) since
the previous quarter was 0.2. The corresponding average revision to the estimate
of the level of GDP(O) in the most recent quarter was 0.3

4. Since 1980 some of the statistical sources used in compiling GDP(O)

have been discontinued, or reduced in size' Estimates of GDP(o) may well as a

result have been subject to a wider margin of error.

5. The series and weights used to compile the 1980-based GDP(0) series are
descrÍbed in an Occasional Paper. The effects of rebasÍng on all the measures
of GDP are described ln an artlcle in December 1983 Economic Trends. Occasional
papers (price L2.5O each) and off-prints of EconomÍc Trends articles (price
f1.20 each) are avaílable from the Central StatiscÍcal 0ffice.





RESTRTCIED until btication on 20 MARCH

FROTI: JON SHIELDS
19 MÄRCH 1984

cc3

OHANCELTOR OF IHE H(CHEQUER Chief Secretary
Financial Secretary
Economic Secretary
Minister of State
Sir Peter Middleton
Sir Terence Burns
Mr Cassell
Mr Monck
Mr Battishill
Mr Evans
Mr Odling-Smee
Mr Sedgwick
Mr I''olger
Mr M A Hall
Mr Spencer
Mr A Snith
Ils Brodie

rd
dley
rti1lo

Mr Kavanagh (CSO)

GDP X'TGURES FOR 19e3

À first conplete look at the measures of GDP for 19Bt will
be provided tomorrow in the CSOts Press Notice for the Fourth

Quarter.

2. These provisional figures confirn the general picture of
activity and profits provided in the FSBR and other recent state-
ments. Itl particular, theY show:

II

Mr Lo
Mr Ri
Hr Po

(i) Growth of V per cent in the average measure

of GDP between 1982 and 1981.

(ii¡ Honey GDP rising nearly Bf per cent year-on-year.

(iii) Profits of rn.dustríal and commerciaL companies

up by nearlY a quarter in.198V.





RESTRICIEI until publication on 20 MARCH

but (iv) Sizeable differences remaining between the
different measures of GDP (estinated growth

in the fourth quarter varies betv,reen $ per
cent on the output measure to nearly 2$ per
cent on the expenditure measure).

t. Data for average GDP show activity generally rising at about

t pel" eent p.â. since the trough of the recession despite pausing

for much of 1982. By the fourth quarter of 1981' GDP (Average)

was nearly '1 per cent above its previous peak in the second quarteu

of 1g7g. However, the output measure of GDP has not yet returned

to 1979 Ievels.

4 copies are attached ef the csots brief for the Prine Hinister
and extracts from the Press Notice.

SuEEest ed line to take

,. Latest figures confirm continuing strength of the recovery

with GDP growing by 1 pe]î cent ín 1987. Consumersr expenditune

grew by 4 per cen.t and fixed investment by nearly 4* per cent'
profits of Industrial and Cornmercial Companies are estimated to
have risen by nearly a quarter between. 1982 and 1981.

4

JON SHIEIDS

s

2





RESTR.IcIED UNTTL PUBIICAIIoN AT 14.30 HOURS ON ÎUESDAY 20 MARCH AND THEREAFTER T'INCLASSITIED

F0! Ref: D4l5

I'fR TURNBULL
MISS STEVENS

MR HATFIELD
SIR TERENCE
MR FOLGER
MR SHIELDS
I'IR DhIORKIN

(Prfme Minfsterre offlce) (2 copfes)
(Prime Mlnlsterrs Offlce)
(cablnet office)

BURNS (Treasury)
(Treasury )
(Treasury )

(Department of Employment.)

Sfr John Boreham
l,fr Flaxen
l,lr Mansell
Mr Kavanagh
Mr Newman
Mr Lang

)
)
)
)
)
)

cso

cRoss DoMEsTIc PRODUCT IN THE FOURTH QUARTER AND YEAR OF 1983

F.,*rtt\
Provlslonal estimates of gross domestic product (GDP) for the-t*d quar-ter and year, ,.-
of 1983 wlll be released át 14.30 hours on Tuesday 20 March. A copy of/ttre press IYnotice is attached. The figures confirm the continued improvement ln economfc
actlvlty frorn the low pofnt ln 1981.

2. The maín polnts of lnterest 1n the press notlce are as followe:

(i)

(fr)

(Íii)

( rv)

(vi)

(vii)

(vlil )

(rx)

(v) The real income of the country (as shown by gross naLlonal
dlsposable income ât constant prices) rose by more than 2! per
cent between 1982 and 1983, compared wlth an increase of 1å per
cent between 1981 and 1982

Ihe average measure of GDP (at constant prices) rose by 3 per cent,
between 1982 and 1983 as a whole, following a 2 per cent increase
ín the prevlous year.

The average measure ln the fourth quarter of 1983 was 3* Per cent
higher than a year earlier and 7| per cent above its trough in the
second quarter of 1981.

The output measure increased by à per cent between the thlrd and
fourth quarters of 1983.

trMoney GDP" (GDP at current market prices) rose by 8å per cent
between 1982 and 1983, a Little less than the 9å per cent rlse
in the prevíous year.

Consumersr expenditure continued to íncrease in real terms, by
å p.r cent in the fourth quarter of 1983 to a level more than
3 per cent hlgher than a year earlier

Total tã*' lnvestment greÌù by over 3| per cent fn real terms
between the fourth quarters of 1982 and 1983.

There was some stockbulldÍng fn 1983, followlng three years of
substantial destocking.

Company profits contlnue to lmprove quite strongly wlth an fncreaae
of about one quarter between 1982 and 1983 as a wtrole.

I





3 Technlcal Note:

The rate of growth of GDP ls est.lmated ln three dlfferent ways based on lncome,
expendlture and output daÈa. In princlple, the three measurea should glve the
aåme reaulte but, ln practlce, some quite larger differences can occur' The
reasons for the recent discrepancles ln the growth rates tmplled by the dlfferent
meaaures of GDP, particularly between 1980 and L982, are belng lnvestlgated by
the Central Statlstical Offlce. GDP(O) 1s usually the beet lndlcator of
short-term movements: for medlum or longer-term comparlsons the average of the
three measures ls preferred.

In the lnterpretatlon of GDP measures, special attentlon has to be pald to the
hlgher marglns of error attached to serles estimated at constant prlces when the
rate of lnflation is either accelerating or deceleratlng.

5t*-q

Shlrley Carter

Central Statistlcal Office
or-233 7349
20 March 1984
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20 March 1984

cRoss DoMEsTIc PRODUCT IN TttE FOURTH QUARÎER AtfD YEAR OF 1983

Flrst estfmate8 for 1983 ae a whole tndlcate thet th" 3fggg,g. f¡eåeure of groes

domeetic product (COp) at conetant factor coet wse 3 per cent, above lte 1962 level,

iollowlng an lncreaee of 2 per cenù, between 1981 and 1982.

The flguree of CilP for the fourth quarter of 1983 ahow that economic actlvfty

continued lts improvement, from lte low level tn 1981. The everage mee8ure ln the fourth

querter was 3à per cent higher than a year earller and 7å per cent above lte trough ln

tt¡e gecond quarter of 198I. Ttre output meeaure, ueually the beet lndicator of short

têrÍ¡ movement,s, lncreaeed by iL per cent between the tJrtrd and fourth quarters of 1983

to a level 2t per cent hlgher than fn the ftnal guarter of 1982.

Tt¡e average measure of GDP at current market prlces (tMPLtt) roee by over

I per cent between the fourth quertere of 1982 and 1983. Ttre lncreaee between 1982

and 1983 as a whole, at 
'E* 

per .ent, was a llttle lese than the 9à Per cent rise 1n

che previous yeer.

The real lncome of the Unlted Klngdom, ae ehown by grose netional dlsposabLe

lncome et constent prlcea, went up by more than 2à per cent bet-ween 1982 and 1983,

compared with an lncreaee of 1* per cent between 198I and 1982.

Ttre lncreese, compared wlth a year earlier, 1n the lnplted lndex of total home

costs (ttthe factor coat GDP deflatorrr) wae 5 per cent in the fourth quarter of 1983.

Taking 1983 ae a whole, the lndex wee 6 per cent above lta 1982 level. Ttrls conPeres

with an Lncreaee of nearly 5i} per cent ln the market, prlce GDP deflator: the dtfference

malnly refl.ecta reductfone ln the nationel tnsurance eurcharge, wtrlch ls treated ae e

I
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GROSS OOMESTIC PROOUCT AT FACTOR COST, TOTAL HOME COSTS, AND NATIONAL DISPOSASLE INCOME
REVALUEO AT CONSTANT MARKET PRICES''

INDEX NUMBERS

SEASONALLY ADJUSTED
1980 = 100

Gross domestic ptoducl lmpli6d
markêî price
GDP deflrtor

lmpl¡ed

- t3::r '
,qt 1980 pricr3 home co3t3

Nrt ionrl
dispotrblr
¡ncome rl
1980 mrr¡.t
pr ¡ cc3At curr€nt pricr3

Brsed on
èxPenditurê
drta

Br3ed on
income
data

Bassd on
income
dâtr¡

BâsEd on
out9ut
rl!t,

Av€tage
estim!to

AYerrgêAverage
g3timllê? g3l imrto

Baie.l on
€xpðnditufe
drl!

Bliad on
êxPenditufe Averrgê
drtr est imtts

98.5+
l0l .7
r(n.0

99.5
10r.3
r04.0

â

0
0

74
84

100

98. ô
100.5
103.5

00.4
03.3
00.0

r00. 7+
10?.4
r00.0

99.3
l0l .4
104.9

73.ût
8r¡t.5

100.0

72.9
85.6
00.0

74. lt
85 .8
00.0

r@.2+
r02.6
r00.0

r00.0
r00.3
r00.2
r01.5

r978
1979
t980

l98r
198?
r98:¡

rg78

r979

rgSo

1981

l98i!

?4 .9+
86.0

100.0

109 .5
r t9.0
r30.6

7l.6+
7¡ .3
?5.8
71 .8

79 .0
85.2
8E.7
91.3

94 .6
98.5

r01.9
r05.0

r08.6
l 18.3
r 29.5

109.9+
120.3
r30.6

nr.7
ilg.8
r 26.2

93.6
98.6

r02.5
r06.6

I lô.4
r 19.2
r21.0
1?2.4

99 .6
r02. r

100.0

98 .5+
r00.8
r04.0

s7 .4
100.3
100 .3+
r00.4

r00. 7
r00.7
100. ¡l
101.3

r03 .4
¡0Í!.7
r03.4
105.5

98.0
99.4+

10r.6

r l0 .3+
117 .4
124.5

96.6r
98.9
99. r

99 .3

99.7
102. E
102.3
102. r

I
0
0
2

I
I
z
5

2
7
?
0

72.Â
72.E
75 .4
76.8

5ó-f,
98. ¡

102 .6
105. 7

r07 .4
r09 .9
llt.?
I12.3

79.5
8!.8r
85.4
89.0

98.2+
r00.9
¡00. 7
r0l. r

r00.0
r04 .0
103.3
103. 2

0
2
8
6

0
â
0
1

98.
r00.
101.
r0l.

r0l.
lo¡.
103.
103.

4

5
3
o

0
E
4
I

98.9+
r02.0
r00.6
r0l .3

70. ô
71.6
73.8

69.3+
7l .9
74.2
?6.3

70.5
?3.0
75.6t
77.t

79. r
84 .3
87.8
9l.E

I
2
3
I
1

2,

3
4

I
?
3
4

1

z
3
¡

99
r03
102
t03

102
10r
9E
97

97
oê

9E
r0r

6
0
I
I

I
4
I
E

0
5
7
6

99.4
104. r
103.8
102.5

r01.2
100.1
99.3
99.3

r00.3
98.5
98.2

100. 1

r00.8
l0l .1
r00.5
r03. r

75 .8

78. 0
80.5
86. l+
89.3

?8
8Íl
88
9?

95
99

r0r
t04

z
o

5
0

I

16.3
19.5
21.3
?4.2

l0l .
r(þ.
oo

99.

oo

98.
99.

rcÐ.

læ.
100.
l0r.
103.

r03.
r02.
t04.
r0å.

z
7
I
2

3
5
5
I

toz.
100.
9E.
98.

98.
97.
98.

100.

102. ?
100.7
98.9
97 .7

96. l
99. ?

r00.7
103 .5

t04. I
r0ô.0
l r0.2
I t4.I

97.{+
97.6
98.5
9E.5

7
?
I
7

r07
lil
rr3
il4

124.
r 25.
127 .
t28.

106 .8
r08.2
ill.il
l r4.3

r27.9
r28.6
r3r.7
134.4

r07
108
109
il2

1
z
1
i¡

r r r3.9
? l18.¿
3 il9.1
4 124.3

1982

r 129.0
2 127.8
3 131.0
I 134.7

lrg
117
il8
120

12?
123
t¿o
r26

98. s
99.3
99.7
æ.0

¡00.ô
100. ?
|o?.2
to?,1

3.8
.0

7
¡
7
I

r03.
t02.
r03.
r04.

2
7
2

8

105
r0¡ì
r04
106

7
6
0
3

0
I
â
3

2?

r26
127
130
r3Í!

I
9
4
6

1 Thrsê ostimrtes rre giyen io ons doc¡mll p¡lcå but this doe3 not imply thlt thay crn ba rcArrded !s rccurtts 1o the þ!1 digit 3hown'
2 Marsurerl rt mrrk€t prices.
3 lncomè d'tc cl€llrtÊd by the indox ol totrl home cosls.
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tax on expendlturé tn the''natlonal accounts and Èherefore only has an lmpact on

rnarket prlcq asaessmente. The markeÈ prlce deflator rose by more then 7 per cent

betw. r 198I and 1982, the factor cost deflator by 6à Per cen't,.

Esttmates of GDP at current and constant prices, of gross natlonal

income et. constent prlces, of the lmpl1ed lndex of total home costs and

narket prlce GDP deflator are given ln index number form on page 2.

d lepos ab 1e

of t,he

E:<pendlture.,at consÈant 1980 pri.ces (taUte g)

the expendlture measure of gross domestic product (Cpp(n)) has moved somewhat

unevenly fn recent quarters and, in particular, the figures for the fourth quårters

of boÈh 1982 and 1983 have been boosted by more favourable balances of trade in goods

and servlces, wlth a somewhat more marked effect in 1982 than 1n 1983. It¡e lncrease

of 3* per cenÈ in thls measure beÈween 1982 and 1983 as a r¡hole follows an increase

of 2 per cent between 1981 and 1982. Between the fourth quarters of 1982 and 1983,

GDP(E) gre\r by 3 per cent.

Consumers t expendíture increased by ! per cent in the fourth quarLer of 1983

to a level more than 3 per cent hlgher than a year earlier. Further detalls ere

given below. Flxed Ínvestment and general government final expenditure both grew

betveèn the fourth quarters of 1982 and 1983, by over 3å and nearly 3 per cent

respectively. Stockbuilding in the fírst and fourth querters of 1983 more than

offset the destocking whlch occurred around the middl-e of the year; there was

substantial destocklng ln the final tb'o quarters of 1982. The stockbuilding in 1983

as a whole followed three years of substantial destockfng.

Income at current prices (faUle C)

Company profits continue to improve quite strongly. In 1983 as a wl¡ole, comPany

gross trading profits are estÍmated to have been about one quarter higher than in 1982.

û¡er the sane period, income from employment rose by 7 per cent, an 8à per cent Lncrease

ín average earnings being offset, to some extent, by the reduced numbers in employment.

The gross tradlng surplus of public corporations rose by 7 per cent between 1982 and

1983: the rate of incre""" h." however been affected by the qrivatisation of Britoil
and lts consequent re-allocation to the company sector et the end of 1982. I,liÈhout

such a re-allocatlon, the increase in the public corporaÈionsr surplus between 1982

and 1983 ¡rould have been approximately double tÀis f igure.

When deflated by the index of total home costs, the income measure of GDP increased

,bI more than 3 per cent between 1982 and 1983 as a whole. Because of some unevenness

ln the quarterly movements, this is felt to be a better guide to the recent underlylng

rate of increase than the growth between the fourEh quarters of 1982 and 1983 (over

4 per cent).
3





EXPEÍ{DITURE ON lHE GROSS OOMESTIC PRODUCT . AT I9TO PRICES

Scrronrlly ¡dlurlcd

Fin¡l c¡pcndllurc on good¡ and ¡crvlcr¡ tl mtrlct Prlctl

TABTE B

r978
r979
r980

At mr¡l¡t
priccr

Total
final
crpcndilurr

C¡nlr¡l
gov!fnmrnl

Locrl
ruthorlll¡¡

Grorr
domc¡lic
lirrd
crpitrl
form¡tion

at 2rott att
39 241

Vrluc ol
phv¡icrl
incrc¡¡c ln
¡toclt tnd
worl in
pf09ratt

At l¡clor
cotl

r98 000
201 4s6+
196 642

r95 213
199 30r
206 277

49 769+
49 233
48 837
48 803

GROSS DOMESI|C
PRODUCT Gcn¡¡rl govcrnmrnt contumPtlon E¡porl¡ lmportr

rr¡vicol rlrvice¡

t rrttþr

Adlu¡lmrnl
to ltclor
cotl

ol ¡oodr
¡nd

of goodr
rndCon¡umcrt'

rxpcndilurr Tot¡l

228 270
232 94S+
227 496

s7 7æ+
s6 8s9
56 38r
56 523

57 2r2
57 383
57 147
s8 466

282 537
292 Ss6+
284 925

280 7t4
287 772
298 689

69 804

69 683
69 216
70 702
7r il3
71 569
72 176
71 334
72 693

74 547
73 842
74 20/5
76 095

16 728
47 ô83+
¡t8 387

48 250
48 938
50 527

12 079til 999
12 086
t2 229

t8 5ll
19 052
18 945

r8 627+
19 08t
20 023

. 80!t
4 708
4 694
¿t 734

2 090
2 ¡t90

-3 236

-2
-t

-501
- r35-t 20r-t 399

655
æof
693

6t o2a
63 268
63 2091

51 267
59 908
57 r29+

5s 162
57 56¡l
60 433

rs ss7+
ta 956
13 63s
13 28r

12 802
13 378
14 80?
t¡l ¡175

30 2ro
3r .92
30 05.

æ æel
30 9(}7
31 979

28 r8l
2S ær+
29 412

485
oo¡l
321

559
seot

073
066
o95

l2
t2
t2
t2

s6
55
55
56

tt
r4
t4
t4

562
677
382
680

(n6
675
805
98r

to
9
9
9

so5
o95
527
68s

59
58
59
60

t3t
r38
r37

r98r
r982
r983 8r2

225 2s2
230 208
238 2s6

8t5
o16

g'I
39
44

3¡l 9t I
34 r28
34 134
3¡t 15t

35
36
36
36

29 623
29 8s7
30 504

3s 628+
37 8r r
39 467

61 932
62 663
63 r90

t8 563+
15 834
15 352
t5 460

15 r70
15 279
15 659
15 824

15 70r
15 948
t5 246
15 768

r980

r98t

t982

r983

I
2
3
1

t
2
3
4

I
2
3
4

I
2
3
4

73
7l
70

2eûf 7 270+
7 291
7 392
7 489

ro 238
9 989
I 645
9 369

7 96.
7 628t saa
7 72o

88r
838
895
638

868
897
l5¿t
337

19 332
48 405
48 284
49 192

51 985
50 920
5r r04
s2 268

34 15S+
34 383
34 297
34 42r

34 263
34 605
34 949
35 573

I 646+
4 617
4 708
¡t 656

s ee2+
I8t7
I 833I 986

I ¿to8

I 2t2
9 562
9 629

-r oro-r 329
- r82
- r34

r slet
7 .33
7 6ll
7 ar6o16

I
7
7
7

7
7
7
7

7
7
7
7

127
¡149
387
360

¡f69
449
4s9
480

633
501
647
723

49
49
49
50

l2 l¡l t
12 t82
t2 t97
12 418

l2 672
12 466
12 614
t2 7't5

1 672
4 733
¡t 738
4 938

5 039
4 965
4 967
5 052

56
22et

-620
-69s

3s7
793
t87
227

t¡t 679
ta 945
15 051
15 758

7
7
7
7

I
7t
I

650
706
765
786

883
971
o5(,
069

586
-51

-t15
273

15 778
15 657
t5 37¡t
16 38r





FACTOR IÍ{COMES IfI lHE GROSS Í{ATIONAT PRODUCT

Scrronally adlurtcd

3 ¡ilLUOll
rÂBtE c

Ncl
Prop.fty
incomc
lrom
cb¡o¡d

GROSS
ooMEsTlc
PROOUCT Tot¡l
IINCOME domc¡tlc
-EASEOI lnsomc

Gro¡r lr¡dlng profitr or rurPlul

Fc¡ldurl
tf fot

Gcncrrl
govcrnmrnl Olhcr
cntcrprirct incomcl2l

Public
GOfpot-
rllon¡

Comp-
¡nic¡ltl

lncomc
lrom
cmploy-
mant

At leclor
Gotl

GNOSS NAIIONAL
PRODUCT

Al m¡rlcl
pricct

rEss
Stoct
,PPrtG-
ielion

Mcmor¡ndum ilrm¡

Comprny
prolilt
ncl ol
rloct ¡pp-
¡ccielion

lndurtrirl t com-
mc¡cirl complnllt
trrding prolitrl3l

grorr nrtlll

r978
r979
1980

t67
r95
227

r63
s64+
445

t¿t7 868
t70 2ss+
196 59r

216 866
235 424
257 364

46 {54+
48 297
50 t23
5t 7t7

53 2t9
53 620
54 232
55 595

56 032
s8 s92
59 082
61 718

63 729
62 644
64 707
66 28.

66t
r oeûf

-51

338
402
480

322
982
t88

seel
927
r89

391
582
r29

700
068
7 tsl

. 229
I 739
6 571

19 9¡16
22 787
2¡f 995

25 093
3t 277
32 392

2l 7n
2. O82
27 t9!'

245
02s+
8ro

-l
-l

48 962 r5l 185
70 t94+ r7S 933+
98 452 205 026

98 ¿t37 29
r 14 765 29
t3s 902+ 30

35 085
36 r85
37 026
37 869

38 179
38 9r4
39 tO4
39 70r

¡to 863
41 380
41 903
12 852

20s 23 830
t90 28 4l¡f+
r89 32 618

5
5
6

7
9
9

r98r
r982
r983

1980 r 53 975+2 55 908
3 57 788¡l 59 771

252 950
277 119
30t o97

- r95
-76 r
-r20

-r r72+
-t 065

162
265

r 3t6
597

-770-r 338

-445
-3 r5
-51 t
5ro

2r5 523
234 783
257 004

22r 388
238 675
261 233

89r
203
26¡l
030

rs4+
t20
59

35 870
39 362
42 272

30
33
42

I
7
6
6

6I
I
I
7
I
I
9

¡f0 765
56 r98
66 998

32 t92+
33 660
34 72t
3s 329

5 86s
3 8e2+. 229

7't6
.62
417
889

247
590
584
111

2
I
I

I
I
I
I

26
30
38

351+
862
679

t38
r57
967
1t7

3s stol il) 96s+
38 543 35 .78
{7 t89 .3 079

6 93t
7 196
0 26.I 808

s c3?+
7 ta7
0 027
8 951

7 591
9 068
9 068
9 75t

ro 965rr r85
12 238
t2 8()r

-s6+
-r26

t6
Ir5

259
4ro
322
347

47 682+
49 488
49 945
51 337

5t 8¿t4
52 613
54 680
56 586

56 ¡f¡18

58 522
59 195
60 618

62 586
63 437
64 680
66 30r

so 1s8+
50 950
51 392
s2 226

57 ¡fao
s9'298
60 ltt
61 826

7 762+
8 0llI 330

0 580
6 740
5 657
6 018

s 8st+
6 0t2
F 79s
7 693

6 367
7 891
7 937
I 667

836
848
807
697

8t
229
099
760

r63
370

I
t
t
I

I
I
I
2

627
361
498
643

6s6
954
985
r05

¡fl
?o
36
42

18+
39
59
I

lt
50

6
29

-5
tt
40
13

I 515

t87
30.
4ta
.87

9
I
7
7

r98r I 61 569
2 62 481
3 63 s35
¿¡ 65 362

1982 r 66 645
2 68 745
3 69 5494 72 t80

1983 I 71 50¡l2 73 5r5
3 75 647I 77 431

291
- 172

299
62

852
-62 I
-272
-79

52
54
56
58

63 388
64 458
65 889
67 ¡t98

t+

708
686

I
I
9I

69r
?96
095
288

7 79{+
0 36.
9 331

ro o2l

0 387
I íryt
9 839

ro 770

29
385
398
590

2 229
2 215
2 34t
2 283

9 528
9 749
I 952
ro r33

to 303
ro 463
ro 685
ro 82r

992
7?6+
916
208

9 865I 98s
r0 938
It 401

2
2
2
2

362+ 802t o2t
r 209t t97

ro 23t
ro 357n 287tt 8t7

9
9
9

to

9
323

t

6

4

Itl lncludlng flnrnchl ln¡lltullon¡.
l2l lncomr lrom r¡nL rcll cmploym.nt tnd lmpulcd chrr¡c lor conrumptlon of non-tradlng crpllrl.
l3l Ercluding flnrncirl complnlct and inrtitutionr. Th¡ir conlrlbr¡tlon to thr trorr n¡tlonrl product i¡ mr¡turcd tr lh¡ dllfcrcncc bclwccn b¡nl

chtrgcr. comml¡riont. atc, on thc onc hrnd ¡nd lhc manrgcmcnl lrpanrlr on lhc olhcr, rnd lt ncgrtivc.
lfl Gro¡¡ trrding prolilr n¡t ol ¡tocl rpprccblion
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INDEX NU'UIBERS OF OUTPUT A1 COÍ{SIANÎ FACTOR COST

Scrtonrlþ td¡utl.d

Productlon
DiÍributlon
hotcl¡ ¡nd
cal¡ring;
rcpairr

l2E

lranrporl
and
communicllion

103
rot
99
98

Othcr

35.

96..
98.2

r(x).o

r(x).6
tot.6+
ro2.8

Manufacluring
lrcvi¡sd
dclinitionl

268

GROSS
DOMESTIC
PROOUCT

1000

98.O
ee.1+

tor.6

Agriculturc
lorcrlry
ond firhing

Tolal
production
rnd
construclion

124

Encrgy rnd
walcr rupply

ro3.8
I ro.ot
t r5.9

Toltl

rABtE O

r9t0
Wcightr

r978
r979
r980

lxl
roo
r(n
roo

rq)
r(x)
ror
rol

rot
ror
r02
r02

r02
t03+
r03
t03

98
98
0()
oo

98
99
98

root

ræ
tor
r02
r03

72

97
rot
too

tos.l
ro9.o
r(x).o

98. I
99.O

ro2.7+

r05
rol
98
97

I
5
o

98.9
es.6+

lor .7

o
6
o

e+
6
5

63

r05
r05
r00

89
9l
95

tos.of
lor.6
r00.5
92 .9

92.5
89.6q).9
86.8

2
t
6
3

9
¡l
I
7

6
4
o

6
7
r+

92.¡f
92.î
94.6
94.9

e4.3+
94. I
93. s
92.9

94 .3
94.2
95.7
96.2

r09
109
r00

93
93
95

r06
102
97
93

o
5
o

95

85
roo
r00

38t

103
t07
too

9¡t.9
95.5
96.9
98.O

97.O
98 .3
ss.6+
98.2

t
o
o

I
3I
7

5
6
3
t

ro3.4
106.8
roo.o

95.4
97. I
ee. s+

I
I
o

r+
9
3

22

9t
89

100

r03
Iil
to7

97
r00
rot
tot

t0r
r02+
r04
r06

ro8
to7
l07
ro7

I
2
3
4

I
2
3
4

I
2
3
4

I
2
3
4

¡l
3
o

r00
t03
roo

96.3
98.O

100.6+

t98r
r982
r983

I
3
4
5

5
6
I
t

I
5
3
I
6

r00
98
98

r02

tot
r03
r03
l06

104

r05
rol
97
95

r05. I
ror .4
98.2
es.3+

94 .5
94 .6
96.O
96.4

97
97
97

r3
13
t2

102.7
r00.7
98.9
97 .7

97 .4+
97 .6
98.5
98. s

98.5
99.3
99.7

r00.o

roo.6
t(x).7
102.2
102.7

r980

198r

r982

r983

98
98
99
97

98
98

r00
roo

tol
to2+
t04
r04

89
90
92
94

93
9l
98
98

9
I
7
6

6
3
I
6

9s

98
98

roo
r0r

ro
I to.ol
112.7
r12.9

I 13.7
I14.6
r 16.8
t r8.5

99
99

rol
ro2
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f
JANUARY TRADE T'IGURES

|lhe January trade figures wi}l be published on hlednesday

29 tr'ebruary at J.JOpu.. fhe DII are submitting a copy of their
press notice for approval. As usual this has been discussed
j-nter-departmentally, and we are content. A copy of the ÐEI's

internal note is attached.

Current account and trade balances

Z. After the large Ðecember surplus (revised down slightly to

É,0.6 billion) ¡ the current account moved into sna1l deficitr bJ

g,o.1 billion, in January. !,fe anticipated this in last monthrs

noteo whieh referred to the DTIts seasonal adjustnent difficulties.
[he DtI are stil]- unhappy with their data reporting procedurest

and are pursuing this. Neverthelessr if the latest 3 nonths are

taken together there was still a surplus of so.f billion, compared

wj_th one of åo.4 billion in the previous I months.

,. V{ith the invisibles surplus assumed to remain at SO.2 billion
in January, the reversaL in the current account entirely reflects
a turnaround in the visible trade balance from a S0.4 billion
surplus in December to a SO., billion deficit in January' 3ut

the latest I months showed a small- surplus, S0.1 billion, compared

with a deficit of åo.4 billion in the previous 1rnonths' A

d.eterioration of 9O.1 billion in the non-oiI deficit over this
period l^ras more than offset by an improvement of s0-,7 bil-lion in
the oiL surPlus.
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SEC8ÏI AND PIASONAÏJ
until 7.3OPm on Z9--IebruarY then

õONT'IDTìIIITAT

4. Beginning this yearr the DfI are publíshing nonthly data on

the balance on nanufactured. trade on a balance of paynents basis'

Hitherto, only quarterly data have been published. But the data

will not be ready for publication in the monthly press notices;

they wil-I appear in the DII's Monthly Review of External frade

Statistics, which is published a week or so after the press notice'

In January, the deficit on manufactured trade is estimated to have

been particularly 1arge, ât around Ê,o.5 billion; which comBares

with a deficit of s2.1 billion in 1981 as a whole. But the

seasonal adjustment probtem noted above will have imparted a

downward bias to the figure.

Comparison w ith tr'ore cast

,. lhe Autumn Statement forecast was for the current aecount to

be in broad balance in 1984. [he internal winter forecast revised

this upwards to a projected surplus of t]-!bn, and, after allowing

for the changed treatment of gold (worth *.|nn), the I'SBR forecast

is likely to be of a surplus for 1984 of S2bn or more' Part of the

revision is due to revised proiections of oil production and

domestic oil- demand, which has led to an upward revision to the

balance of trade in oil forecast for 1984 of á,]{bn. [he forecast

will be l-ooked at again over the next few days in the light of

the January trade figures and the most reeent fourth quarter data

on invisibles, exPected shortlY.

Sxports

6. In January total erçorts fell back lÜ/o by ivalue'from the

erratically high December level' &¡t taking the latest 7 nonths

together r they were ? pet cent higher in vaLue terus

and, 5t per cent higher in volume than in the previous I months'

If the rbrratictr itens are excLuded, the f igures were even bigher

(9 per cent up in value and B per cent in volume terms). E:çort

performance continues to be generally good across the board; in

the latest 7 ¡aonths, total manufac$B13*""T8?ilË=, excluding

erratics, hrere ? per cent nigher/than in the previous ] monthst

2





SÏCAEI AND PERSONAI,

until 5.|Opst on 2p--lgbruary then
-cou¡ru¡mTrAr,

and. oil erports 12 per cent hi-gher. But in Januaryr passenger

carerportsfetlsharplyandwere40percentlowerthantlre
high December f igure. !,/e shall have to wait to see whether this

heralds a return to the levels of the first part of 1987' following

a surge at the end, of the yearl of whether it is erratic. [he chart

attached to the DtI note shows that the nunderlyingtt level of non-

oilerq>ortsisclearlykrigherthanatanytimeovelthepast
eighteen months.

?.lhemostnoteworthyfeatureoftheareadataisasubstantial
switch of oiL erports from North America to Europe' As a result'

the value of total e:çorts to North America fel1 by 6 per cent in

the latest 7 months, while exports to European Conmunity countries

and. to other r¡lestern European countries rose 8$ per cent and 11 per

cent respectively. lhe 6 per cent increase over this period in

exportstonon-oildevelopingcountriessuggeststhatBritj-sh
exportersappeartobefaringrelativelywellinthesedifficult
markets.

rts

B.Theincreaseinimportscontinues,butinrecentnonthshas
beenoutpacedbythegrowthine:çorts'Whileinthelatest
7 rronths the value of total imports rose by 7 per cent compared

with the previous ] nonths' level, the increase was only å p"" cent

in volume terms (although if erratic items are excLuded' the rise

was Z per cent). Oil imports fe1l sharply over the period; non-oil

imports (exctuding erratics) rose 4 per cent by volume ' of r'¡hich

manufactures rose 5 per cent. Among the categories of manufactured

inports, imports of capital goods, inte:mediate goods and chemicals

continuetogrowrapidly;andwhilecaririportsarerunninglat
levels below those reached. in sunaer last year, imports of otber

consu,,er goods are at record levels (despite a fa1l in January

from the high December 1evel) '

lle tr de

g.Importpricesrose2percentinJanuary,perlrapsreflecting
the fall in the effective exchange rate at the end of last year'

7-





SECNNT AI\TÐ PERSONA.T,

until 7.}OPm on 29-tr'ebruarY then
tom¡'r-¡lgrvrrAl

Ercport prices rose by less, and so the terus of trade worsened

s1ight1y. But they remain little changed from their level of a

year ago.

S a ca S

10. As described in my note of 21 I',ebruary to the Economic

secretary, these figures are the first to be published on the

basis of the new statistical treatment of gold:' [he effect of

the changes mad,e has been to increase the I98' current account

surplr¡s by about s.å bitlion to s2å billion. ßhe DII press notice

gj-ves a brief e>cptanation of the new treatment ' l'Ie do not erpect

a very difficult press reaetion; but there could' doubtless be the

kind of Parliamentary insinuations which are usual whenever

statistical changes result in better figures'

11. Íhe DII have also decided. henceforth to include silver aüong

the usual "erraticrt items, which are subtracted from a number of

the series of figures (tne others being ships, North Sea production

installations, aircraft and precious stones). In the light of

the distortions to the figures resulting from the Bunker Hunt

episode, wê think this is sensible'

Market inPact

L2. rlhe narkets must be fairly used by now to erratic movements

in the monthly trade figures, and no doubt e:cpect some swing back

from the very high December surplus. lhe January deficit is amaller

than the monthly deficits tast october and May, and there is

nothinginthefigurestosuggestalongerrunmoveintocurrent
account deficit- In the foreign exchange markets attention

remains centred, on the dollar, not sterling (and as it happens

the us January trade figures - errpected to show a further

substantial deficit - are due to be published also on Wednesday

afternoon). So it seems unliirely there r¡¡ill be much narket

rea ction.

+





SECASI AND PERSONAT,

until V.VOPr on 29 tr'ebruarY then
0ONFIDEI{ÎIAÏJ

lresentation

IV. You suggested in January that we night consider preparing the

ground a bit if it looked. as if the January figures were not

going to be very good.. I¡fe think it would be a nistake for ID|l

to go out of their way to d.o any softening up before the figures

come out on lrfednesday. It would set an undesirable precedent,

and could in practice suggest that the figures were going to be

particularly awful - whiLe in fact the January figures are well

within the usual ematic nonthly pattern. l¡fhen the figures are out

on llednesdayr Wê suggest IDI seek to concentrate on the three nonth

on three month comparisons, as in the attached briefing.

14. Although the 198ã Q4 balance of payments figures (giving the

first proper estimate of invisibles up to December l9BÐ are due

to be published on B March, this will of course be the last set of

monthly trade figures published before the Sudget' It is helpful

in that respect that the standard three month on three month

comparisons continue to look comparatively favourable on most

countg.

(þlh,r^s,',-
C D HAARISON

,





SECREI and PIRSONAÏJ
until t.VO pm on 29 February

then- IINCÏ¡ASSII'IED

PRESS BRIEFÏNG

BuIl points

-

(i) Ðespite reversal- in monthly current account figure
(nonthly figures often erraticr ås have said in past),
encouraging surplus in last ã nonths taken togeüher (+€0.7 bn).

1

(ii) E:rports growing faster than imports. In volume termso

excluding erratics, exports rose I per cent in last ] nonths

compared with 2 per cent rise in imports-

(iii) Elçort growth is broadly based: in last ] nonths total
manufactured. export volumes (exclud.ing erratics) rose

7 per cent (¿etait in table 9) r and oiL e:rports rose 12 per

cent.

(iv) Inports of good.s needed to fuel the recovery continue
to grow. In Latest 7 nonths, the volume of ínternedíate
goods imponts rose 8$ per cent, capital goods 4 per cent ad"

semi-manufactures (exclud.ing erratics) 4* per cenü.

(v) Oil inports fell 77 per cent in latest ã nonths (fron
h:igh Brevious level).

Defensíve

2. LØ ÊalI in exports?

December figure was a nonthly record. Some fall back quite consistent
with usual- nonthl-y erratic pattern. Shou1d consíder 7 nonth figures
(see (ii) and (iíi) above).

7. FSBR Forecast?

tlait for Budget Day.





SECREI and PERSONAIJ
until 7.rO pm on 29 Feb:ruary

then IINCT¡ASSIFIED

+. Raoid increase in consumerl soods imoorts?

Some sucb. increase natural at tíne of economic recovery. But in
latest ] nonths, consumer good.s e:çorts rose faster than imports.
By volune, car e:çorts up 2$ per cent compared with 6 per cent faIl
in car imports; and. exports of other consumer goods up 11 per cent

compared hrith I per cent rise in imports.

,. Manufac ed imoorts?

E:cports growing faster than Ínports here too. In Latest 7 monthst

volume of total manufactured. exports rose ? PeT cent (excLud:ing

enratics), and inports 5 pæ cent.

6. Increase in import prices inflationarv?

[2 per cent increase in inport IIIIJ in January. J Inpact on inflation
d"epend.s on overall stance of fiscal and moneüary policy- No

intention of accornrnodating inflaùionary inpulses, from whatever

source.

7. Effect of gold :revisions?

[Refer technica]- questions to DîI or CSO press offices. See note
of 21 February to ESI for detai].s.l

Changes have been made which But the treatment of gold onto a

basis ¡nore conpatib}e rnith nature of various t¡pes of transactions
in go1d.





UIïC,TJJIÉSISIED

UFiN,O,g FIGTIRES FOR JANUART L9B'

ê¿vance Circufation

ChancelLor of the Exchequeï-
Economic Secretar¡
Êir P Middleton
i{r ï¡iütLer
Sir I Burns
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I{r Unwin

I{r laveLle
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Chief Secretary
Financial- Secretary
MÍnister of State
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I'tr lankester
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IIr lPowers
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Itfr Ridley
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I'Ix C KeJ-Ly
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IIr N McKinnon

I{r !o:rd
Mn PortÍl1o
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SECRET AND
3.3OPM AND

PERSONAL UNTIL RELEASE OF PRESS NOTTCE ON 29.2.84 A1
THEREAFTER UNCLASSIFIED

MINISTER FOR TRADE

OVERSEAS TRADE FIGURES FOR JANUARY 1984

THE CURRENT ACCOUNT

In January exports were valued at L5224 million and imports at
Ê5563 m111ion so that visibte trade, seasonablly adjusted,on a
balance of payments basis was in deficit by Ê339 million. Thls
compares with a revised surplus of Ê358 million in December.

copy No ..8. (22)

invisibles of
of the balance

in deficlt by

(e million)
Current
Account
Balance

+5643
+247O

+ 650
+ 635a

+ 568a
L29a

on visible
million in the
per cent increese in
value of imports.

The Central Statistical Office project a surplus on
L210 million for January so that the current account
of payments is provisionally estimated to have been
î.t29 m111ion.

Table 1

Vi slble
oil

Trade Balances
Non-oi1 Total

Invi s ib le s
Balance

+3259
+297O

+ 898
+ 63Oa

+ ZLOa
+ ZLOa{

198 2
19 83

1983 Q3
Q4

19 83
1984

Dec +
Jan +

+4556
+7OOL

+1521
+2L23

901
7L9

-2L72
-7501

-L769
-2LL8

543
-1058

+2384
500

248
+5
+ 358

339

a = Projection

In the period November to January there was a surplus
trade of 1,89 milli.on compared with a defic j.t of L449
¡\ree months ended October. The change reflects a 7

--ie value of exports and a 3 per cent increase in the





SEORET A¡{D PERSONAIJ UNTITJ 83I,¡EASE OF PRSSS NOTTCE ON 29.2.84
3.3O m a¡fD TIIEREÀFIER UNCI¡^SSTFTED

AT

,PO¡. ^ S

The value of exports in January was L572 million (LO per cent) lower
than the exceptionally high December level. Exports of oil fe11 by
LLg1 million and exports of the erratic items óy L1,22 miIlion. Excluding
the erratic items, exports of finished manufactures were LL46 million
lower than in December.

flab]-e 2

^t )ê2

I tC,S

.ì-lS3 Äug-oci
llov-ian 1984

i 983 Dec

1984 Jan

BOP
B.ÀSIS

lota1
Í[rad,e

tvl ¿)

'C2.1
a rl, ./

lul. ¡

114,3

lv¿.¿

OTS
BASTS

Basic
üaterlals

¿)av

i l'ì .o

)7 ,2
iol,,i

111 .0

10c.3

EXPORT VOIT'uE I¡TDEX NTIMBERS (rggo = loo)
SeasonaLly adjusted

Manufactures exclud'lng erratles

!\¡els Semis Motor Other Inter- Capltal
Cars Consr¡mer ned.late

:

¡

i

{

'; ji,2
,ô ,t

l4o.+
1 'c2.1

'178.1

r)ZtJ

)a.i

"c:,2
'l 01 . ''l

'1 08. i
112,-5

i0i.l

11 :
))o-t

a,' a)-.1

:i.J

â"1) I 'J

lll -ti.l

3î..

r))o)

)v. J

ct t

a'7 0el./

.J

'7
I

117 "6
't1, 

^

))
)2,1)a

cl

Ìe volume of total exports in the three months ended January was 5/,
per cent higher than in the previous three months; I per cent higher
excluding the erratic items. The underlyj.ng level cf non-oil export
volume has increased sharply in recent months and ls now higher than at
the beginning of 1983.

Exports to the developed countries increased by 5 per cent between the
three months ended October and the latest three months as exports
to Western Europe increased by 9 per cent and exports to North America
fell by 6 per cent.





SECBET AND IERSON¡.IJ I]NTIIJ REI/EASE OF PRESS NOÎICE OT{ 29 '2'84
3.3O pU ¡¡tD ÎI{EREASTEn UI{CI¡ÂSSI¡IED

l' Þ0t1

The value of imports in January, at e5563 million, was Lt25 million
(272 per cent) nigner than in December. Higher imports of the
erratic items acðounted for f,54 million of the rise. ExcI'Q+ine the
erratlc items, imports of semi-manufactures increased by 1.7ð million
(S per cent) between the two months but imports of finished manufactures
fell slightly as lower arrivals of consumer goods offset higher imports
of intermediate goods.

AT

IüPORÎ VOTT]ME INDEX NTJUBERS (rgeo = loo)
Seasonally adjusted

Ma¡rufactures exclud.Íng erratics

Fr¡els Senis Motor Other Inter- Capital
Cars Consumer Eed,iate

[able 3

r.98 2
1983

1983 -tug-Oct
Ìíov-Ja¡ .i984

1 983 Ðec

1 984 Jan

Basie
üateria].s

BOP
BASTS

OTS
BASTS

i

¡

Total
Trad,e

1 00.7
107.6

110.,
1i0.9

I I ¿. I

I i¿.o

FTGIJI]JS NOT TNf, .].''¡.:ILì3L:

Import volume increaseA Uy å per cent between the three months ended
( ,lober and the latest three months. Excluding oil anci the erratic
however the volume of imports increased by 4 per cent with arrivals
chemic¿¡.1s and intermediate goods showing the strongest growth. The
underl ¡ing level of non-oi1 import volume continues to rise.

By value, imports increased by 3 per cent in the latest three months
reflecting a 6 per cent rise in arrivals from developed countries and
an B/2 per cent fall in arrivals fromelsewhere. Imports from Western

-tEurope were 6/z pet cent higher and imports from North America \^¿ere 7'/,
per cent higher.

i tems
of





SESHET .I¡fD IERSONAIJ UNÎII RSIJEASE OF PRESS }TOITCE ON 29.2,84
3.3O 

''tM t¡{D ÎEEBEA¡ÎEB UltCr¿SSFIpD

-RAD TN MANUFACTURES

.å,I

Figures showing trade in manufactur
for the fourth quarter of 1983 and
be published for the first time in
They show that the deficit in 1983
with about Ê600m in respect of the
will be published later in the Mont
Statistlcs. They show a deficit on
of some CSOO million.

es on a balance of PaYments basis
for the year as a whole will
this monthrs press notice.
as a whole was about L2.I billion'
fourth quarter. 'MonthJ-y figures
h1y Review of External Trade
manufactured goods in JanuarY

Tab1e 4

L982
1983

L982

1983 Q1
Q2
Q3
Q¿

1983 Aug
sep
Oct
Nov
Dec

Bala¡rce of Pa¡rnents
baeis

lrRåÐE rN M,ANLF.ACItRES ( Srre 5-8 )

€ nilllon, seasonally adjusted

Overseas lrad.e Statistles
basis

Q¿ 9528

Ex¡lorts
37330
40038

9662
9847
9968

10560

3309
347 4
3374
3453
3733

Inports
34827
42L56

10098
3-O,449
LO440
11169

3468
3485
3822
35 r.9
3828

Balance

+25O3
.2LT9

436
603
472

- 609

160
1l_

448
-66

95

Exporta
373r_3
39919

9522

963 r-

9780
9935

10573

3296
3467
3386
3467
37 20

Inpor-bs

37LL4
44905

9 515

108 10
r.1120
111r.9
1 1855

3704
3709
4035
3759
406 1

Cn¡cle Balance
+ 199
-4986

8963 + 565 +7

{

{

-LL79
-1340
- l_ 184
-L282

408
242
649
292

- 341

1984 Jan 3446 3947 - 502 341 1 4L83 - 772

PUBLICATION

The release of the press notice containj.ng the January figures has been
set for Wednesday 29 February.

\¡/ E BOYD
Chief Statistlcian
S2A
v/286
01 2L5 3055

" 23 January 1984
)
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Copy No 1 Minister for Trade

2 Prime Minister

3 Chancellor of the Exchequer

4 Secretary of State for Trade and lndustry

5 Sir Robert Armstrong (CaOinet Offlce )

6 Sir Anthony Rawlinson (Oept of Trade and Industry)

7 Sir Brian Hayes (Dept of Trade and Industry)

B t'lr Peter Middleton (HM Treasury)

9 Governor of the Bank of England

L0 chairman of the Board of HM Customs and Excise

11 Sir John Boreham (cSO)

12 Mr N Harvey (HM Customs and Excise)
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L4 Mr C Harrison (Ht't Treasury)
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Financial Secretary
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GROSS DOMESTIC PRODUCT (OUTPUT MEASURE) - FOURTH

A preliminary estimate of GDP(O) for the fourth quarter of 1983 will be released at 2.3Opm

Monday, ?0 February. See attached copy of Press Notice. This will be the last press notice

on GDP before the Budget. Fourth quarter figures for the other measures of GDP will be

published on ?0 March.

Z. The preliminary estimate for GDP(O) shows a rise of about å per cent between the

third and fourth quarters. The table below gives an approximate breakdown of this overall

increase.

(Percentage
\itleights)

Percentage change
I 983 3 I 983

Contribution to
change in GDP(O)

r 983Q3-t 983Q4

(2)

l4u
(6)
(5 5)

Agriculture, forestry' fishing
Production industries
Construction*
Service industries

0
4
I
I

+0
-0
+0

n00) cDP(o)

*Figures not to be quoted.

+l
+l
-22

,_11a

.È +l
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3. Within servicesr distribution output is estimated to have been broadly unchanged with

the fall in motor trades activity from its very high Q3 level offset by increases elsewhere.

Communications industry output is estimated to have risen by 3 per cent in the quarter. At
this stage the estimate for construction output is somewhat speculative; some fall is

expected from the high weather-related level in 1983Q3, but the extent of this is uncertain.

4. Between the first and second halves of 1983 the output mea$rre of GDP, the preferred

measure for short term comparisons, rose at an annual rate of about 3 per cent.

X above the same period in 1982. t q

\\"s*

5. Comparing 1983 and 1982 as a

have risen by a little over 2 per cent

year on year comparisons, GDP in

A SMITH
EB

whole the output based measure of GDP is estimated to

. On the average measure, th. pJ.l*9_peasure for

the first three quarters of 1983 was about 3 per cent

ùù cL 1^ 6^ tu h"?îÀu".\v-l ' /

Line to take

6. The preliminary estimate for the fourth quarter of last year provides further

confirmation that the economy is growing at a healthy pace, with total output estimated to

have increased by about 3 per cent at an annual rate between the first and second halves of
1983.

7. Although the output measure of GDP only rose by 2 per cent between 1982 and 1983,

other indicators have been more buoyant. Taking into account movements in the

expenditure and income measures, the Autumn Statement projection of 3 per cent growth in

GDP year-on-ye¿rr still sta¡rds.
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GROSS DOMESTTC PRODUCT (OUTpUT-SASED) - FOURTH QUARTER 1983

Prelíminary estfmates euggest that output of the whole economy fncreased

by about à per cent between the thlrd and fourth quarter's of 1983- The rise

reflected higher output tn the production and co¡rrnunícatfon fndustries.

Distribution output was broadly unchanged fn the fourth quarter, a fall in

motor trades activlty from its very high thfrd quarter level beíng counter-

balanced by lncreases elsewhere. The preliminary output-based estimate of

gross domestic product (Cnp) in the fourth quarter, from r¿hích this assessment

has been derlved, ts 102.4 (at constant prices, wlth 1980=100, seasonally

adjusted).

UsÍng the output-based measure, GDP in 1983 Ís estimated to have been over

Z per cent above its level ín 1982. The ímprovement ín output was evident over

much of the economy, with distríbutÍon and communÍcation ehowlng the largest

rises. Agricultural output fell back to some extent from its exceptÍonaL L982

Ieve1.

As the Table shows, the expenditure, Íncome and output measures of GDP

have been moving differently ín recent periods, with the output series growíng

more elow1y on the year-on-year comparisons. 
ç.
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NOTES 1O EDITORS

I. the prelfmfnary estlmate of the output baeed meesure of groes domestfc
product le derived fron the provlefonal esttmate of the lndex of output of
the productlon lndustrles or the fourth quarter, publlehed on 14 February,
together th partfal tn tlon for the rest of the economy. Any revfalone,
together wf
released by

estlmatee
ess Notlce

GDP baeed on expendfture and lncome data, will be
on 20 March.

, the eetlmates of GDP based on expendlture, l"ncome and
ffferently 1n Èhe short term. The output besed meaaure
to be the mogt relfable measure of ehort term movements.

be eome tfme before the elze of revisfons to the prelfmfnary
'can be lnvestfgated, the performance of the L975-

taken ae a guide. During the flve year llfetlme
average revislon (regardless of eign) ln the month

prellrninary estimete of the change in GDP(O) sfnce
the correepondlng everage revlsion to the estimate
most recent quarter wae 0.3 I

80 base

2. As Ëhe ta
output daÈa may
ie ueually consl

of the 1975-bas
followfng publt

e

eerle the
tlon to

3. Although 1t
estimate on the
based eeriee can be

the prevíous ter was 0
of the level of cDP(o) in

4. Since
have been d
result have

5. The serÍes
be deecribed in
rebaslng on all
Economic Trends
Trends articles
Off ice.

1980 some of the s let fcal sources used fn complling GDP(O)
1n slze. Estimates of GDP(O) may well as a
margfn of error.

IS inued, or d
eubject to a wid

nd welghts used to fLe the 1980-based cDP(O) series wl11
ently fn preparetion. The effects ofOccasfonal Paper c

measureg of GDP are escrfbed 1n an artfcle fn December 1983
Occaelonal papers (prÍ î.2.50 each) and off-prints of Economfc

( ice CI.20 each) are ava able from the Central Statistfcal-



GROSS DOMESTIC PRODUCT AT CONSTANT FACTOR COST

Seasonaì ly adjusted

198O= 1OO

Eas ed on

E.xpeno'r I ncome
data( 1 )

t ure
dat a

put Average
est I matedata

.,)

1976
1977
1978
1979
1980
1981
1982
1983

96.6
98. O

100.8
102.5
100.o
99 .0

101 .3

94
97

'roo
102
100
98

1 oo
2

94.7
97.3

100. 4
103.3
100.o
98. O
99.3

'to1 .4

93
96
99
o2
oo
98
oo

1

1

3
6
b
1

o
3
4

I
4
2
6

7
8
6
J

9
3
3
6
o
5
4

1980 101 .4

1981 100.o
97.9
98.2

100.o

1982 100.3
100.1
roo.2
roo.9

1983 105. 1

103. 1

103.8

(1) Income data deflated by the fmpìled tndex of total home costs
clen ived f rom expend i t ure clat a .

(2) Prel lmìnary est tmate.

1.\

t,q
,\

1

2
3
4

t
2
3
4

1

2
3
4

1

2
3
4

99

102.7
100.7
98.9
97.7

102
101
98
97

96
96
98

101

¡t
2
1

100
oo
99

102.3
100.8
98.8
98. 1

97
97
98
98

98
99
99
99

100
100

1
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¿. CHANCELLOR OF THE EXCHEQUER"/

CSO'S CYC.LTCAL INDICATORS FOR JANUARY
(released 2.30 pm Thursday f9 Janua¡y)

Tomorrow the CSO release updated figures for the cyclical indicators between July and

November, and a first estimate of the longer leader for December. These latest
figures mean the indicators now show a rather brighter picture than last month. (See

attached pages from , Press Notice.)

Longer leading indicator (intended to suggest turning points in activity about a year in
advance)

2. After more than twelve months of continuous increase the longer leader showed

some hesitation in September and October. However, on the basis of less complete
information, the index rose again in November and December. The downward

movement previously recorded between July and October has now become much less

pronounced' mainly because of good third quarter figures for ICC's financial surplus
(also released tomorrow). The rise in November, and now also December mainly
reflects increases in share prices.
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Shorter leading indicator (intended to suggest turning points in activity about six

months in advance)

3. The broad upward movement in the shorter leader has continued. There was a

small fall back in November on the basis of partial information but this is mainly due

to the easing back in car registrations from the unusually high summer peak of "4"
registrations. An estimate for December is not yet available.

Assessment and line to take

4, The latest movements in the leading indicators are still based on partial

information and so it is advisable not to read too much into them.

5. Nonetheless, there appears to be nothing in the recent movements of the forward

indicators to suggest that activity wilt peak in the course of 1984, A firmer judgement

will not be possible until next month when the results of the January CBI Industrial

Trends Survey (published 31 January) will provide a more complete set of information

for both shorter and longer leaders through the fourth quarter of 1983.

\g\¡'N*
A SMITH
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CYCLICAL INDICATORS OF THE UNITED KINGDOM ECONOMY

RECENT MOVEMENTS OF THE INDICATORS

(Data avaÍIable to I7 January)

Following over twelve months of continuous increase, the longer leading

index showed some hesitation in the Autumn - fallÍng in September and

October. However, based on less complete information, it rose again in
November and December. The latest rises mainly reflect the increases in
share prices, but, there have also been some upward effects from inÈerest

rates and housing starts.

The shorter leadíng index has risen only slightly sínce July. The falling
back of new car registrations from hígh levels achieved in the sunmer

partly offseÈ upward effects from the oÈher components of the index.

The coincident index has continued to rise with upward contributíons
from all components in recent months.

The Íncrease in the lagging index in recent months mainly reflects improve-

ments bver trend in manufacturing employment and in unernployment.
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TABLE I

0ct
1982

106. 7

5

l_00. 7

5

91.4

7

87 .7

5

Nov Dec

107.9

5

100. 7

5

92.0

7

87 .7

5

108.3

5

101.2

5

92.9

7

I7.8
5

RECENT MOVEMENTS OF THE INDICATORS

Jan 1980=100

Feb Mar Apr May June July Aug Sept Oct Nov Dec

,onger leading

horter leading

oincident

agging

Jan
1983

108.6

5

100.6

5

93.9

7

87.4

5

108.9

5

101.6

5

95.0

7

87.6

5

r09.3

5

I02.2
5

95.0

7

87.9

5

109. 7

5

103 .8

5

95.1

7

88. 7

5

109 .8

5

104.8

5

95 .0

7

89.2

5

110. 7

5

105.9

5

9s.7

7

89.1

5

111.4

5

107.0

5

96.5

7

89.5

5

Irt.4
5

107.1

5

97.6

7

89.5

5

110.9

5

10 7.5

5

98 .0

7

89.6

5

IIO.4
4

L07.7

4

99.5

4

90.6

2

11r.0

3

r07.3

2

100.5

2

r12.0

2

ote: In the table the upper row represenÈs the valuee of the composite lndlces, the lower row the number of serlee used to

2

form each index.
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Cyclical indicator! _
Comporltc indicc¡ of lndicatqr groups. January 198O: 1(þ
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'1966 1968 1970 1972 1974 1976 1978 1980 1982 198¡l

3
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