

















3 1tem, therefcre, have no clear meaning, Secondly, one mmet bear in
1t 1t is not possible to link directly with changes in U. o
es in sterling balances of overseas sterling countries
ro msactions with non-sterling countries. While it is true that a
: signifivant portion of a current payments surplus may be settled in UsSe
do s or some other non-sterling currency which will then be sold to the
Bank of England for sterling, current payments may also be settled directly
in sterling ~- e.g., a sterling area surplus may result in an offsettlng
decline in non-sterling area sterling balances. We should also bear in
mind that non-sterling assets, acquired from some previous payments surplus,
may be comverted to sterling; but this is probably of limited importances

In spite of these limitations, however, the breakdown of Changes,
in sterling balances of the overseas sterling area by ultimate source is
still useful, From Group G (Net Reserve Movements) of Table 3 we can see
that seitlements in sterling of the outer sterling arsa's surplus with
non-sterling countries (or conversion to sterling of other currencies
acquired) provided substential relief to the British balance of payments
in two recent periods when sterling was under severe speculative pressure

the first half of 1961 and the first quarter of 1963)., Assistance in this
form amounted to over F1GO million in the first half of 1961 and a com—
parable amount (measured at an annual rate) in the first quarter of 1963e

Extraordinary aid.

To arrive at a measurs of the overall balance of payments surplus
or deficit which is 2= meaningful as is possible, given the available
breakdown of capital account transactions, it is necessary to show reserve
movemen-s net of all aid extended to the United Kingdom given expressly to
help finance an existing balance of payments deficit. Some of the special
assistance extended during recent years has been included in the monetary
movement;s category of the official presentation, showing up as increases in
sterling liabilities or miscellaneous capital. The E323 million Basle Aid
in 1961 and central bank assistance in 1963 (¥89 million) have been isolated
in the MF's presentation, but two further adjustments are called for:

(1) The advance debt payments by France and Germany in the first
half of 1961 were made to ease the current pressure on British reserves, and
they should be shifted from Govermment long-term capital to special aide

;/’ While some residents of overseas sterling area countries shift funds
nto or out of London as the result of interest rate changes, changes in
holdings of sterling area non-official sterling balances have not been as
volatile as those hald by creditors outside the sterling area. Therefore,
no great distortion is introduced by retaining in Group G changes in
sterling balances held by sterling area residents other than officials
8/ Central Statistical Office, United Kingdom Balance of Payments: 1963
THM.S.0., August 1963), p. 36e




: ;lion as sugges e :,y'the monetany'mbvement’componentuof;
official presentation,

There remains some difficulties with the proposed pre
in Table 3., Group G contains some autonomous capital movement
part of non-official sterling balances of the outer sterling are
Group D gives only a very crude estimate of volatile capital movem
But in spite of these drawbacks, Table 3 is offered as a means for
a better understanding of the recent pressure on sterlinge

27 Tetails are available in the Federal Reserve Bulletin, September 19¢
PpPe 1216-23, '






