1991 half-yearly update of seasonal adjustments

The figures in this issue of the Bulletin incorporate the results of the latest update of seasonal adjustments
(the monthly Monetary statistics have, since 31 May, also included the results of the latest update). This
move from an annual to a half-yearly update was foreshadowed in the note on pages 93-8 of the February

Bulletin.

The method of seasonal adjustment used in the latest update
is the same as used in the previous update. Full details of the
method will be given in a discussion paper to be published
shortly. One refinement has been introduced in the treatment
of MO: the estimated proportionate effects on the note
circulation of those bank holidays which are not fixed in the
calendar (ie holidays other than Christmas and New Year)
are now allowed to vary from year to year. The other main
features of this update are described below.

(a) Date ranges

The seasonal adjustments are now derived from the
following data periods:
(1) Mo: June 1969 to 1 May 1991;

(i) monthly M2, M4 and lending
(financial year constrained): July 1982 to March 1991;

(iii)) quarterly M4 and its counterparts
(financial year constrained): Q31982 toQ1 1991;

(iv) quarterly M4 and its counterparts
(calendar year constrained): Q2 1963 to Q1 1991.
(b) Treatment of outliers
As mentioned in the previous note, atypical observations,
which may be manifested as ‘outliers’, possess the potential
to distort estimates of the trend and the seasonal patterns in
the series. The treatment of such observations, under the
method introduced in the previous update, has been to
investigate them fully before deciding whether to modify
them. Where an outlying observation has been modified,
appropriate offsetting adjustments need also to be applied to
other series in order to preserve the accounting relationships.

In addition to those detailed in the February Bulletin, the
following amounts (in £ millions) have been added—with
due regard to sign—to the unadjusted data before deriving
the new seasonal adjustments on the following monthly
monetary series:

1990 Nov.

Interest-bearing bank deposits in M2 and bank
retail deposits in M4: -800

Building society shares and deposits in M2

and building society retail shares and deposits
in M4: +800

(associated with the privatisation of the regional
electricity companies in early December)

(c) Deterministic adjustments

In the previous update, petroleum revenue tax (PRT) and
building societies’ composite rate tax (CRT) were treated in
a special ‘deterministic’ way.

In this update the deterministic adjustment for CRT has been
dropped because its impact on the two quarterly series it
affects—the PSBR and building societies’ net non-deposit
sterling liabilities—has always been small and there seems
to be no substantial advantage in retaining it.

(d) Comparison of old and new seasonally adjusted series

The attached table presents the results of the 1991 update. It
compares, inter alia, the new M0, M4 and lending growth
rates (one and twelve-month) with the old.

For MO, the one-month rates are generally smoother around
Easter and other bank holidays; other changes reflect the use
of the recent data. The new and old twelve-month growth
rates are broadly similar although there are modest
divergences at some points (even twelve-month growth rates
will be affected by the different timing of Easter and other
bank holidays from year to year).

For M4 and lending, the recent one-month rates also show a
smoother pattern, again as a consequence of using the recent
observations. The new twelve-month rates are very similar
to the old.

(e) The next update

The Bank intends to carry out the next update of the
adjustments when the data to September 1991 become
available and expects to promulgate the results with the
October or November 1991 outturn statistics published in
November or December. As mentioned in the note on the
previous update, the Bank is examining the feasibility and
desirability of introducing more frequent updating.
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Changes (£ millions) and one and twelve-month percentage growth rates
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(a) The ‘new’ series referred to here relate to those published in the Monetary statistics on 31 May.
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