





COMMENTARY ON THE TABLES

The main characteristics of the financial behaviour of the sectors of the Spanish 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 net financial position vis-a-vis the rest of the world remained positive, though at a substantially lower level

than that of 1986.

—the borrowing needs of the publicsector, as a percent of the country’s GDP, fellto 4.9% this year downfrom 5.9%

in the previous year and 7.3% in 1985.

—the financial surplus of the Resident non-financial sector was halved compared to that of the previous year.
Increased sector’s recourse tobank borrowing seems to have been the mainreason.
—the balance sheets of the Credit institutions sector grew considerably this year. Increases in the foreign reserves

of the Bank of Spain accounted for half of this growth.

The economy’s surplus vis-a-vis the Rest of the world
fell this year to 181 Mrd down from 692 Mrd in the
previous year, a fact reflecting the less favourable
developments, compared to 1986, in the country’s
current external transactions. Concerning the specific
financial transactions, noticeable was the increased
inflow of capital for investment in equities and other
forms of companies’ participation capital in Spain. This
year’s inflows continued the upward trend of the capital
imports of this category observed since 1984.

Other noteworthy entries of the external accounts were
the considerable inflow (516 Mrd) of capital invested in
"other deposits" with financial institutions in Spain, as
well as the sizeable item (1676 Mrd) on the assets side,
corresponding to the substantial increase in the foreign
reservesofthe central bank.

. At 1540 Mrd, the financial deficit of the sector General
government was lower, in both nominal and real -as a
percent of the GDP- terms, to that of the previous two
years. This lower deficit can be attributed to improved

* tax receipts resulting, basically, from the high level of
economic activity in the year under review. Regarding
the financing modus of the government’s deficit,
noteworthywas a certain reversal, compared to 1986, of
the financial instruments used: financing through
short-termbills reached 1907 Mrd thisyear, up from 863
inthe previousyear,whereastheamountsraised through
the issue of long-term bonds fell to 311 down from 1988
Mrd.

Itshould be noted inthis respect that it was the year 1986
a rather exceptional one regarding the high amounts

raised through long-term bonds: deficit financing
through short-term bills had been the rule since 1983 as
the table below makes evident:

General government deficit:
principal means of finance

Mrd PTA
1083 1984 1985 1986 1987
Securities:
Short-term 1195 2365 1425 863 1907
Long-term 119 129 352 1988 311

Regarding the consecutive (for both years 1987 and
1986) negative entries under the heading "loans" on the
sector’s liabilities side, they indicate net repayments of
loansgranted bythe centralbank.

The substantial increase of their deposits was the main
single component of the considerable growth of the
balance sheet of the Other monetary institutions. This
development is reflected also on the assets side of the
sector’s accounts with a substantial increase of the entry
"loans" which passed to 3601 Mrd up from 1439 in the
previous year. Corresponding entries to the above
transactions are found in the accounts of the Resident
non-financialprivatesectors(aresidualsectorcombining
both enterprises and households) who were the main
contributors tothe increase of the bank deposits, as well
asthe main users of the increased volume of bank loans.
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FINANCIAL TRANSACTIONS
562 LOCAL GOVERNMENT
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 DRAWING RIGHTS(SDRS)

LOANS

TOTAL

CHANGE IN LIABILITIES
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OTHER DEPOSITS
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FINANCIAL TRANSACTIONS
563 SOCIAL SECURITY FUNDS
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FINANCIAL TRANSACTIONS
S74 RESIDENT NON-FINANCIAL PRIVATE SECTORS
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
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SPECIAL DRAWING RIGHTS(SDRS)
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CHANGE IN LIABILITIES

CURRENCY AND TRANSFERABLE SIGHT DEPOSITS
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INSURANCE TECHNICAL RESERVES

BILLS AND SHORT TERM BONDS

LONG TERM BONDS

SHARES AND OTHER EQUITIES
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SPECIAL DRAWING RIGHTS(SDRS)

LOANS

TOTAL

NET CHANGE IN ASSETS AND LIABILITIES
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Explanatory notes

The definitions of scclors, subsectors and transactions
uscd in this bulletin correspond, in general lines, to
thosc of the European System of integrated economic
Accouts (ESA), 2nd edition. The accounts presented
in these tables are not consolidated, i.e. assets and lia-
bilitics have not been eliminated against units belong-
ing to the same sector or subsector. However, item F70
“Loans", of the aggregate sector S 74 Resident non-fin-
ancial private sectors, is consolidated.

Regarding the sectoral delimitation, it is not possible
to isolate, on the basis of the existig statistics, the fin-
ancial transactions of the sectors Households (S80),
Private non-profit institutions (S70) and Non-finan-
cial corporate and quasi-corporate enterprises (S10).
These data are grouped together in a non-standard sec-
tor, Resident non-financial private sectors (S74),
which also includes, as it is a residual sector, some in-
stitutional units that should in principle be classified
in $43, These, last, units have been included in this
(§74) residual scctor because the information avail-
able on them is not complete. However they are of
little importance in the Spanish financial system.

The transaction "Bills and short-term bonds (F40)" in-

cludes the bonds called in the Spanish financial ac-
counts "Money market bonds" that comprise not only
short-term bonds strictly speaking, but also bonds that
arc issued at a longer term but are characterized by
high liquidity on secondary markets.

"Short-term credits (F70)" and "Medium and long-

term credits (F80)" are aggregated under the item
"Loans" that includes the financial transactions re-
corded in the Spanish financial accounts under the
items "Credits”, "Non-negotiable fixed-interest bear-
ing securities” -most of which are issued by the gov-
ermment and are required to be purchased by subsector
(S42)- and "Others"” (accounting differences and un-
classified items).

The reader who is interested in more comprehensive
details on the financial accounts may either consult the
data-file FINA, in the EUROSTAT-databank CRO-
NOS, or may consult the forthcoming publication
"NATIONAL ACCOUNTS ESA - Detailed tables by
sector”. A short overview of the main financial trans-
actions can also be found in the quarterly bulletin
"Money and Finance".



