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PROVISIONAL MONEY FIGURES - MARCH 1990

The Bank of England will publish the provisicnal estimates of the
growth of the munﬂtari_aggraqates in March on Monday 23 April at
11.30 am. The first part of this submission describes the latest
'fIEEEEE: The second part discusses presentation and seaks your
approval of the line to take and the briefing (primarily for Press
Office usa) which is attached at Annex A. Also attached is the
press notice (Annex B) in which the Bank of England will announce

the figures.

THE MARCH FIGURES

2. rable 1 below sets out the latest figures; table 2 (at the
end of the submission) shows historical growth rates.
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ﬁzj_g_l_; The March figures - percentage growth rates
(unless specified

otherwise)

March February Average
1990 1990 Aug 198%-Jan 1350

{a) MO Growth

12 month growth rate (sa)
1 month growth rate (sa)

3 month growth rate (ea)®*
f month growth rate (sa)*

(b) M4 Growth

12 month growth rate (nEa)
1 menth growth rate (sa)

3 month growth rate (sa)v
6 month growth rate (sa)v

{c) M4 Lending

12 month growth rate (nsa) 20. 20. 21.3
1 month growth rate (sa) | 2 1. 1.0
1 month increasa (£bn) (sa) 9. 1. -
3 month growth rate (sa)* 18. 20. 20.8
§ month growth rate (sa)* 1B. 19. 21.3

sa - seasonally adjusted nsa - not seasonally adjusted
* annualised

MO

8 MO's 12 month growth rate was 6.3 per cent in March just

below February's 6.4 per cent. Underlying growth, as measured by
—

the growth rate of notes and coin, was 6.4 per cent, down from

6.5 per cent in February. The three month and six month growth
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rates are of little use: both are distorted by inadequate seasonal

ndjustméﬁit

4. Figures now available for the first three weaks of April

guggest a rise in the twelve month growth rate. But the problems
o P B

of seasonal adjustment around Easter means that the April figures

will ba a poor guide to MO's underlying growth.

EROAD MONEY

B pur preferred measure of broad  monay growth, the
not-seasonally-adjusted twelve month growth rate of M4, fell back
to 17.5 per cent in March from 18.1 per cent in February. While
it has remained in the 1é%-18% per cent range since the summer of
1988, it has turned down in the last couple of months (table 2).
Phe annualised three month and six month growth rates both slowed
significantly. The three month rate ig the lowest since January

last year; the six month rate ig the lowest since last April.

6. In March itself, M4 increased by 1.6 per cent, after seasonal
adjustment, compared with increasee of 2% per cent in each of the
last three end-guarter months. (Growth is faster in end-quarter
months at the moment because the interest credited to accounts in
these months is currently historically high.) Total retail
deposits increased by 1.5 per cent; their twalve month growth rate
rose from 11.6 per cent in February to 12.0 per cent in March,
probably reflecting higher interest crediting than a year ago.
The published measure of the retail money supply, M2 (which
includes a narrower range of deposits than retail M4), also grew
fairly strongly because of interest crediting and its twalve month
growth rate rose to 8.6 per cent from 8.3 per cent in February.

Te Within M4 retail deposits, the rise in bank deposits (2.3 per
cent) was much faster than the rise in building society deposits
(0.8 per cent). The relative strength of banks' retail deposits
is surprising given that the recent round of interest rate rises,
effactive in most cases from 1 March, left the societlies with
slightly higher deposit rates than the banks. Within tha
societies' retail depositz there is continuing evidence of a shift

SECRET
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away from smaller, readily accessible deposits: their deposits in
M2 fell by 0.4 per cent (seasonally adjusted), while the larger or
less accessible deposits excluded from M2 but included in M4 rose

by just over 1 per cent.

B. Overall the socleties' retail inflow remained weak. A good
deal of the 0.8 per cent increase was accounted for Dy interest

crediting. About half the remainder was flows into offshore
accounts outside the CRT net (worth around £0.2 billion). This
figure will not be published but is tha first slgn in the
statistics of the impact of independent taxation. Most if not all
of these flows would have been switched from other building
society accounts, with little or no overall effect on retail

deposits or on M4.

9. Total wholesale deposits in M4 grew by 1.7 per cent atter
seasonal adjustment, slightly faster than retail deposits. The
bulk of the inflow was to banks, as usual. Their rise of 1.3 per
cent 4in March was, however, the same as in February and fairly
modest by recent standards. Building societies® wholasale
deposits in M4 grew strongly, after a weak month in February.
overall the societies' wholesale funding (including that outside
M4), at about ElYy billion, was twice as great as in February, no
doubt reflecting the problem of financing buoyant lending (see
below) in the face of weak retail inflows.

LENDING BY BANKS AND BUILDING SOCIETIES

10. M4 lending (lending by banks and building socleties)
increased by 1.8 per cent (£5.2 thT{E;} after é%ggigal adjustment
in h - h;I;; the increase of 2.2 per cent in the preavious two
EnE-EE;;tar months. Its twelve month growth rate fell to 20.4 per
cent from 20.7 per cent in February. This rate has now varied
erratically in the range 20%-22 per cent eince July last Yyear.
Lending's six month growth rate fell to 1BY per cent in March from
194 per cent in February; its three month rate fell from 204 per

cent to 1B% per cent.




SECRET 2

11. Within M4 lending, building society mortgage lending picked
up sharply in March to €£2.4 billion (seasonally adjusted) from
€2.0 billion in February, bringing to an end a run of gentle
declines since last September's E% billion peak. Lending for
house purchase by CLSB banks in March nearly at £0.4 billion,
seasonally adjusted [NOT FOR USE], was a little up on February.
Commitments (seasonally adjusted) fell a little from February's
high level, but by no means back to the lows of December and
January. It looks as if there has been an overall rise in
mortgage lending, with some signs that it may continue, at least

in the short ran.

12. Lending by CLSB banks for consumption in February was nearly
£0.3 billion in March after seasonal adjustment [NOT FOR USE] and
about £0.4 billion before seasonal adjustment. The March increase
is a little above that of February but below those in December and
January . It could be that there has been switching at the margin
from consumer credit to mortgage finance, reversing an opposite
awitch at the end of last year.

13. Lending to companies was probably £5-6 billion in March after
s@asonal adjustment, and perhaps E6%-7% billion before seasonal
adjustment [figures are NOT FOR USE]. CL5B banks lent £3% billion
{not seascnally adjusted) to companies. Two thirds of this went
to the financial sector (£1.2 billion, more than accounted for by
leasing €0.8 billion and insurance £0.5 billiom) and to business
and other services (£1.0 billion, of which property companies
£0.3 billion). GCarages, distribution, hotels and catering
borrowed ED.T7 billion. The manufacturing sector borrowed
£0.3 billien, wholly accounted for by the food, drink and tobacco
industries - some manufacturing industries made small repayments.

OVERFUNDING

14, The March figures permit the first estimate of overfunding in
1989/90 to be made: it was E1.8 billion taking into account

.
carry-overs from previous years. The estimate is still liable to
P ——

significant revision.
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PRESENTATION

"Average” Market
Expectations

M0 - one month change: % - (+ 0.3)
M4 - one month change: % (+ 1.8)

Bank and building society
landing: £ billion: +10LT7 {+ 9.2)

(figures in brackets seasonally adjusted)

15. The growth rates of both MO and M4 were glightly below market
expectations. The twelve month MO figure faell slightly, with six
month growth within the target range, as last month. M4's twelve
month growth rate fell again, towards levels seen in 1989Q3, and
the three and six fiqures were the lowest for some time. Bank and
building society lending exceeded market expectations, but the
three, six and twelve month growth rates all fell. The twelve
month figure is the same as in January, which was the lowest since
February 1988, and the six month {figure is the lowest since
August 1987.

16. We suggest a general line to take as follows:-

*although still outside target range, 12 month MO growth rate
slightly down. Growth in M4 and lending also appears to be
slowing gradually. 12 month M4 figure lowest since Hovember
and threa and six month growth rates lowest since early 1383.
12 month growth of bank and building society lending has also
fallen from Pebruary, with six month growth rate lowest since
August 19B87.

{__;" -J"- $&k%£tﬁ=
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TABLE L {Until publication)

GROMTH RATES OF MOMETARY ASGREGATES AMD RANE & BUTLDIMG SOCIETY LENDING £ million
Har Lpr May B 19904an  Feb

Eonihly change 137 157 -4
Fonthly ¥ changs 1.6 ) T.6 =485
Monthly I change 0.8 : ; . 0.9
F-month snnislised T.3 : 7.3
d=month snnuslised : 3.9 : Bk
Anmual T change 6,2 * &.0

sonthly change LT
Fonthly § chenge

manthly I change 1.2
Y-month annuslized

d=month snnualised

Anmusal I chamge

monthly cheange
Raonthly T change
ponthly ¥ change
Jomonth mnmamlised
t=month mnnual ised

tnnual T change

monthly change
Bonthly ¥ change
Bonthly X change
I-monibh aanualised
G-month annual §sed
Anrual I change

Honthly change
Ronthly ¥ change
Monthly T changs
S-month snmweslieed
fi-month snmual iced

innual T change

B Lending Monthly change
monthly ¥ chanpe
Nenthiy I chamge
¥-wonlh anmual §wed
4-month annosldised
Anmual I chamge
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ANNEX A: HONEY SUPPLY IN MARCH: PRESS BRIEFING

A LINE TO TAEKE

Although still outside target range, 12 month M0 growth rate
slightly down. Growth 4in M4 and lending alsc appears to be
slowing gradually: 12 month M4 figure lowest since HNovember and
three and six month growth rates lowest since early 1989.
12 month growth of bank and building society lending has also
fallen from Pebruary with six month growth rate lowest since
August 1987.

B THE FIGURES IN DETAIL
(1)

mog Per cent .,

12 month growth +5.0 +17.5
rate (+6.3) [(+17.5)

Annualised six-month (+4.9) {+16.2)
growth

Annualised 3-month (+0.5) (+15.6)
growth

one month change +0.5 +2.2
(+0.2) (+1.8)

(Figures in brackets seasonally adjusted =.a.)
(iij) Funding (On new definition excluding Treasury bills.]

(a) March: Underfund of £1.8 billion; PSBR deficit in March
of £1.6 billion.

(b)y Financial year outturn:

£0.4 billion wunderfund, but over fund of £1.8 billion
allowing for £2.2 billion overfund carried over from 1588-B3

and earlier years.)

SECRET
UNTIL 11.30 AM ON MONDAY 23 APRIL
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. (iii) MO: growth rates (sa]

3 month & month 12 month
annualised annualised

15988 January 3.0
Fabruary 0.5
HMarch 0.6
April 2.2
May 7.3
June 8.4
July T2
August 10.0
September T2
October 8.7
November Bl
December 35
January Bad
February 3.2
HMarch 0.5

=+

-

] [

#

s dm O D =] =] W] D & L W R = L n
b OB A W DD =] =] @ I Wolm oo

* distorted downwards by postal strike

{a) Annual growth rate: BSeasonally adjusted rate better guide to
underlying monetary conditions. Slightly down on February, and
still below peak levels of 1988.

(b} 3 month growth rate Down on February. Lowest since March
1589.

(c) 6 month growth rate: Up on February, but excluding February

lowast since July 1989.

[Mote: Caution should be used in interpreting the 3 and 6 month
growth rates because of  uncertainties in the seascnal

adjustments. ]
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