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The British Surplus 

TH E bald facts of the British 
balance of payments as given 

in the recent Whi te Paper (Cmd 
9291) are as fol lows: the current 
surplus in the first half of 1954 again 
showed an increase, being £178 
mi l l ion ( including £24 mi l l ion of 
defence aid) as compared w i th £154 
mi l l ion ( including £47 mi l l ion of 
defence aid) in the second hal f of 
1953. The rise between these two 
periods, according to the data pub
lished, was clue partly to a further 
small fall in the visible deficit by 
£14 mi l l ion, but to a greater extent 
to the improvement of £33 mi l l ion 
in total invisible transactions. These 
changes metre than made up for the 
sharp decline of £23 mi l l ion in 
receipt of defence aid. 

In a special summary prepared by 
the Treasury, some light is th rown 
on the more basic factors which 
have contr ibuted to this surplus. In 
the first place there has been no 
marked deterioration in the dollar 
accounts of the United K ingdom, 
if account is taken of the sharp 
decline in defence aid. Secondly, 
and this is significant, a considerable 
share in the increased surplus is 
accounted for by c o n t i n e n t a l 
Europe's deficit wi th the Uni ted 
K ingdom, though the impact of this 
on the gold and dollar reserves has 
not been at al l favourable. This is 
due to the rise in imports f rom the 
O E E C countries by the overseas 
sterling area. Finally, and this is.the 
most important factor contr ibut ing 
to the present favourable situation, 
there are increased earnings of the 
colonies in their dol lar trade. 

In the first half of this year, the 
country's total monetary assets im 
proved by £90 mi l l ion. The im 
provement against the total non-
sterling area was £208 mi l l ion ( in 
crease in gold reserve £179 m i l l i on ; 
decrease in net liabilities to non-
sterling area countries £ 3 4 m i l l i on ; 
increase in sterling liabilities to non-
terr i torial organisations £5 m i l l i on ) . 
On the other hand sterling liabilities 
to the sterling area countries rose by 
£118 mi l l ion (those to the colonies 
by £ 8 6 mi l l ion and those to i n 
dependent sterling countries by £32 
m i l l i on ) . At the end of June 1954, 
the UK sterling liabilities stood at 
£3,823 m i l l i on ; of the total balances, 
49 per cent belonged to the indepen

dent sterling countries, 31 per cent 
to the colonies and 20 per cent to 
non-sterling conn tries. 

The capacity of the Uni ted K ing 
dom to undertake international in
vestment is highlighted by the ba
lance of payments surplus. Accord
ing to a rough estimate (subject to 
an error of about £20 mi l l ion either 
way) gross long-term private invest
ment ( including Government invest
ment of a commercial character) 
was £210 mi l l ion on an average per 
year for the seven years 1946 to 1953 
and slightly more for the years 1951 

to 1953. " O n the other hand, UK 
disinvestment through redemptions, 
sales, etc, was £90 mi l l ion on an 
average for the seven years and £40 
mi l l ion on an average for the three 
years. 'Thus net new investment 
over the past three years has been 
proceeding at a rate higher than 
that over the past seven years and 
this important development appears 
to have been the consequence of im
provements in the UK balance of 
payments. 

Your correspondent feels that 
this is only a part ial explanation 
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