














By year-end, however, the pace of rise in bank advances had slackened;vwhiléf’

. bankers had large commitmen:s to industrial borrowers outstanding, "many of

these are still not being drawn on." 3355)

(The Economist, January 25, 1964, p.

Balance of payments moved to deficit in third quarter

Although official reserves have changed little in recent months,ithe
United Kingdom's balance of payments deteriorated steadily in the seconthalflbf'
1963. (See Table 6.) This worsening»has been masked in part by the outef '
sterling area's continued substantial surplus with non-sterling countries. ih
the third quarter, for example, British reserves increased by only £8 millioh:
even though the overseas sterling area acquired £40 million in transactions with
non-sterling countries. 4/

Estimates for the fourth gquarter, based on fragmentary data, suggest
that the cuter sterling area may have added perhaps £10 to £50 million to their
holdings in London. Even though a number of overseas sterling countries drew
down their reserves in the fourth quarter, Australia's foreign exchange holdings
rose by £100 million (3280 million). Adjusting for the funds raised on the
London capital market in October (£20 million) and for holdings of other currencies

Australia alone may have added £60 = £75 million to its sterling balances.

4/ The over-all surplus of the OSA with non-sterling countries was actually
around £6C million in the third quarter of 1963; some £20 million was retained
in indeperdent non-sterling currency reserves. However, the £40 million of
sterling szcquired in transactions with non-sterling countries did not necessarily
involve equivalent sales of foreign exchange to the Bank of England for sterll'_
because scme of the settlements themselves probably were made in sterling.
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Table 6. United Kingdom Balance of Payments, 1962-63
(in millions of pounds)

1962 1963 i
Jan.~  July Jan. 1st 2nd 3rd
June Dec. June Qtr. Qtr. Qtre.

CURRENT 2.CCOUNT
Seasonally adjusted:
Exports; f.0.b. 1981 1057 1083
I‘ﬁportﬂ ol of » "1999 . -1066 "1109
Trzde balance - 18 - 9 - 26
Services and transfer
paymerts 77 32 L1
Total, seasonally
ac. justed 59 - 23 15
Seasonal influences 39 - 39 L5 - k3
Total 98 2 ' 68 28

PRIVATE LIRECT INVESTMENT & a
GOVERNMENT LONG-TERM CAPITAL - 62 22 L9

TOTAL (A plus B) 36 L6 77

OTHER PRIVATE CAPITAL
Other Lorg-term Lé ~ 28 15
terling balances of non-

sterling countries 36 - 20 51

Miscellareous capital 8L 17 7
Total 2 - 31 59

. E. NET ERRORS AND OMISSIONS 78 62 13

SURPLUS OR DEFICIT (=) 15 31

- F. NET RESERVE MOVEMENTS
i Special aid received -- 83
Drawing rights on IMF (incr.-) -~ 3
Sterling balances of:
Non-sterling official 39 61 LS
Outer sterling area
Sterling acquired directly .
from U.K. 12 25 - 12 22
Sterling acquired thru
non-sterling countries Lo 17 = 53 52
Gold ani foreign exchange
(incr.-) L1 225 3 36 8

TOTAL FINANCING « 208 10 78 - 15 31

 a/ Figures for 1963 are not entirely comparable with those for earlier periods. See:
"Ea!of England; Quarterly Bulletin, June 1963, pp.98-103. b/ Includes: (i) £89
mi on assistance received from some Continental Central banks in the first quarter and
~ repaid in the second quarter and (ii) the results of F.R. System transactions in sterllng
. (See: F.R. 3ulletin, September 1963.) ;
_ Source: Cential Statlstlcal Office, Economic Trends, December 1963, Figures have beenrearuff
=rang@i by F R staffn No 81gn 1nd1cates credlt, mlnus 51gn 1ndlcates d'b't o




- Excluding seasonal influericeés on the current account, Britain's

/ total of current and long-term capital accounts shifted from a surplus of ’
£34 million in the first two quarters to a deficit of £34 million in the third
quarter. {(See Table 6.) Other capital flows were limited in volume; as a result,
the over-all payments deficit was £31 million for the quarter.

The deteriorating trade balance has been the main source of weakness
in the U.K. balance of payments. The shift from a surplus of £18 million in
the first quarter to a deficit of £26 million in the third quarter (shown in
Table 6) has apparently continued in the fourth quarter, if the customs data
provide a reliable indicator of the deficit on a payments basis.

According to the customs data, the rise in exports flattened out in
the fourth quarter. On an area basis, the relative importance of Britain's
major export markets changed only slightly in the fourth quarter. Over the
year Western Europe (particularly the E,E.C.) accounted for 58 per cent of the
total growth in U.K. exports. (See Table 7.) Average sales to the U.S. and ._,
Canada in 1963 remained at 1962 levels,

Food imports accounted for the rise in imports in the first half of
1963; industrial materials expanded steadily through the second half of the year,
and in the fourth quarter were running 18 per cent above the 1962 average level.
(See Table 8.) Should inventory investment expand in 1964, as seems quite

possible, :ndustrial materials imports can be expected to rise further.



Table

7. United Kingdom Exports:
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Geographic Pattern 1962-63

(% or seasonally adjusted £ million/month)

 Sterling Area
Western Europe
of which:
(EEC)
(EFTA)
U.8. & Canada
Other
Total Exports

b/

Year 1963
1957 1962 1963 I  II III IV
(million £ per month)
120 112 121 119 119 123 122
75 113 127 121 126 130 129

(28) (60) (69) (65) (. 69) ( 71) ( 70)
(138) (L3) (u6) (L) (L5S) (L7) (L9)

37 L3 L3 39 W1 b5 L
b3 L8 L9 b6 50 L9 50
275 318 30 P27 3FH W6 3B

¢ Shares of Total
Growth in Exports 2/

T1963 IV 1963
over over
1962 1962
(%) (%)
38 31
58 50
(38) (31)
(13)- (19)
- 12

L 6
100 100

a/ MNeasures :rea per cent share of total expansion of U,K. exports between 1963

IV quarter or
b/

1963-year monthly average and 1962 monthly average.
Excludes re-exports. Details may not add to total because of rounding,

Table 8, U.K. Imports by Commodity Classes: 1962-1963
(Seasonally adjusted monthly rates: £ million)

1962 1963 P8r cent Growth

V- 1963 193 over
Year II III Iv Year ower 1962 1962
Food, beverages, WA
and tobacco 131 1 18 13 1.0 9 7
Fuels i L9 L6 L6 L7 5 7
Industrial Materials 147 151 163 174 159 18 8
Finished Man?factureslﬁ/ 51 56 o7 59 36 16 10
Total b 3L 395 412 22 To02 13 8

a/ Includes miscellaneous commodities and transactions;about £1 or £2 million per year.

E/ Detail may not add to totals due to rounding,

Source:

Board of Trade; Report on Overseas Trade, December 1963,






