





COMMENTARY ON THE TABLES

The main developments in the borrowing and lending behaviour of the sectors of the British economy, as well as the change in
the economy’s financial position vis-a-vis the rest of the world were as follows in the year under review:

» the accumulation of financial assets vis-a-vis the rest of the world continued also this year at a rate of 8.6 Mrd.

» the deficit of the General government sector at 3.2% of the GDP, appears slightly higher than that of the previous year.

*  the balance sheet of the Credit institutions grew substantially, indicating an increased activity of the UK banks in the inter-

national recycling of funds.

» the financial saving of the Households sector reached 18.9 Mrd and was principally channelled to deposits as well as to

pension funds and life assurance.

The accounts of the National economy vis-a-vis the rest of
the world, gives a summary view of the financial transac-
tions of the sectors of the economy vis-a-vis the non-resident
scctors. A noteworthy development in the accounts of the
said sector refers to the substantial increase of the funds
found under the item "other deposits" -mostly in foreign cur-
rency- on both the assets and the liabilities side of the ac-
counts. This development seems to reflect an increased
activity of the UK banks in the recycling of funds between
foreign investors and borrowers. Other noticeable develop-
ments concern the almost doubling of the funds placed by
resident investors in "shares and other equities” abroad, as
well as the substantial amounts (16.7 Mrd) channelled to
long-term bonds issued abroad. Foreign investors’ place-
ments in domestically issued securities were principally
channelled to "bills and short-term bonds" issued mainly by
banks (an inflow of 13.3. Mrd, after a net disinvestment in the
previous year) and less in long-term bonds and companies
shares.

The major developments in the accounts of the Credit in-
stitutions sector concern the, alrcady mentioned, substantial
growth in their balance shects, as well as changes in their
Iending and borrowing practices. The balance sheet growth
of the subsector "Other monetary institutions”, is owed to an
increased oricntation of the British banks to the forcign mar-
kets in order to attract available funds. An explanation of
this movement may be sought in the active presence -and in-
creased share- of the building socicties in the domestic pool
of savings. Regarding the specific financial vehicles, note-

worthy is the important amount (15.2 Mrd) raised through the
issue of short-term bills addressed, to a great extent, to
foreign investors. On the sector’s assets side the biggest
changes concern the important rise in the amounts of short-
term loans granted and, to a lesser extent, the funds placed in
shares. Substantially lower were, on the other hand, the
funds placed in long-term bonds. The increase of the assets
and liabilities of the subsector "Other credit institutions” was
less important in absolute amounts (though high in growth
rates), and also more balanced as regards the financial instru-
ments concerned: on the assets side, the amount of long-term
loans granted was substantially higher than that of the pre-
vious year (22.8 Mrd up from 15.7 Mrd) whereas increased
amounts were also placed in long-term bonds and companies’
shares. Regarding the sources of funds, the most notewothy
change concerns the amounts raised through "short-term
loans": at 17.2 Mrd they were three times as high compared
to those of the previous year (6 Mrd). This sharp rise reflects
an increased activity of the non-bank credit institutions in
mobilizing available savings and is indicative of a ncw ap-
proach of these insitutions to the liabilitics management.

There were no major changes in the financial behaviour of
the Households sector in this year: 84% of their assets’ in-
crease was channelled to deposits (45%) and to pension funds
and insurance schemes (39%), a situation which is in line
with a long established trend. On the sector’s liabilities side,
the item "medium and long-term loans" covered the 82% of
the liabilities’ total and consists, mainly, of house purchase
loans granted by building socictics.
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CURRENCY AND TRANSFERABLE SIGHT DEPOSITS
OTHER DEPOSITS

INSURANCE TECHNICAL RESERVES
BILLS AND SHORT TERM BONDS

- LONG TERM. BONDS

SHARES AND OTHER EQUITIES
FINANCIAL GOLD

SPECTAL DRAWING RIGHTS(SDRS)
SHORT TERM LOANS

MEDIUM AND LONG TERM LDANS
TOTAL

CHANGE IN LIABILITIES
CURRENCY AND TRANSFERABLE SIGHT DEPOSITS

OTHER DEPOSITS
INSURANCE TECHNICAL RESERVES

BILLS AND SHORT TERM BONDS

LONG TERM BONDS

SHARES AND OTHER EQUITIES
FINANCIAL GOLD

SPECIAL DRAWING RIGHTS(SDRS)
SHORT TERM LOANS

MEDIUM AND LONG TERM LOANS
TOTAL

NET CHANGE IN ASSETS AND LIABILITIES

FINANCIAL TRANSACTIONS
S$40 CREDIT INSTITUTIONS
CHANGE IN ASSETS

CURRENCY AND TRANSFERABLE SIGHT DEPOSITS
OTHER DEPOSITS

INSURANCE TECHNICAL RESERVES
BILLS AND SHORT TERM BONDS
LONG TERM BONDS

SHARES AND OTHER EQUITIES
FINANCIAL GOLD

SPECIAL DRAKWING RIGHTS(SDRS)
SHORT TERM LOANS

MEDIUM AND LONG TERM LOANS
TOTAL

CHANGE IN LIABILITIES

CURREHCY AND TRANSFERABLE SIGHT DEPOSITS
OTHER DEPOSITS

INSURANCE TECHNICAL RESERVES
BILLS AND SHORT TERM BONDS
LONG TERM BONDS

SHARES AND OTHER EQUITIES
FINANCIAL GOLD

SPECIAL DRAWING RIGHTS(SDRS)
SHORT TERM LOANS

MEDIUM AND LONG TERM LOANS
TOTAL

NET CHANGE IN ASSETS AND LIABILITIES
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Explanatory notes

The definitjons of sectors, subsectors and transactions
used in this bulletin correspond to those of the
European System of integrated economic Accounts
(ESA), 2nd edition 1979.

However, in the financial accounts of the United
Kingdom, the Bank of England is not trcated as one
institutional unit.

The issue department and banking departmcnt are
recorded separately. The transactions of the banking
department are classificd with the subscctor ($42)
other monetary institutions, whereas the issue
department is included in the subsector (S61) Central
Government.

Also, it is not possible to isolate, on the basis of the
existing statistics, the financial transactions of the
sectors (5§80) Houscholds and (§70) Private non-profit
institutions.

All financial transactions arc shown on a consolidated
basis, which means that assets and liabilities of units
belonging to the same sector or the same subscctor are
cancelled out,

However, according to the ESA, transactions in
securities are never consolidated. Deviating from this
principle, transactions in (F40) Bills and short term
bonds are presented in their consolidated form for the
sector (S40) Credit institutions and transactions in
(F50) Long term bonds are consolidated for the sector
(860) General Government.

Due to lack of statistical information, the data
concerning transactions in (F00) Financial gold will
always be confined to monetary gold held by the
central banking aurhorities.

(F81) Medium and long term trade credit granted by
the sector (S10) Non-financial corporate and
quasi-corporate enterprises is only trade credit granted
to the rest of the world.

The reader who is interested in more comprehensive
details of the financial accounts may either consult the
data file FINA in the EUROSTAT-databank
CRONOS or may consult the forthcoming publication
NATIONAL ACCOUNTS ESA detailed tables by
sector. A short overview of the main financial
transactions is also published in the quarterly bulletin

MONEY AND FINANCE.










