
1992 first half-yearly update of seasonal adjustments: 
background note 

The monetary statistics in this edition of the Bulletin incorporate the results of the latest update of 

seasonal adjustments (the monthly Monetary statistics have, since 1 May 1992 , also included the results 

of the latest update). 

(a) Methodological change 

There has been one change in the method used in previous 

updates.(I) It affects only the seasonal adjustments for the 

first and last three years' observations in each series; for the 

remainder, they have been calculated as before. Generally, 

the adjustment for any given month (or quarter) is a weighted 

average of the seasonal effects in the five like months (or 

quarters) centred on that month (or quarter). Within three 

years of each end of the series there are not enough 

observations to compute seasonal adjustments in this way; 

instead, the seasonality is extrapolated. In previous updates 

the method of extrapolation allowed the seasonality to grow 

or decline in line with recent experience. In this update, 

however, a more neutral form of projection has been used. 

The change was introduced because, on the evidence of past 

data, it tends to reduce the size of subsequent revisions to the 

adjustments. 

The revisions presented here therefore reflect the 

incorporation of data for the most recent five months (which 

affects the series back to November 1988), revisions to 

earlier data (which may affect the whole series), and the 

change in projection method (which affects the first, as well 

as the most recent, three years of the series). 

For technical reasons (essentially because MO is not 

measured on the same dates in the calendar in each year), the 

previous version of the seasonal adjustment method is still 

being used for MO. 

(b) Date ranges 

The seasonal adjustments are now derived from the 

following data periods: 

(i) MO: 28 May 1969 to 26 February 1992; 

(ii) monthly M2, M4 and lending (financial year 

constrained): July 1982 to February 1992; 

(iii) quarterly M4 and its counterparts (financial year 

constrained): Q31982 to Q4 1991; 

(iv) quarterly M4 and its counterparts (calendar year 

constrained): Q2 1963 to Q4 1991. 

(c) Treatment of outliers 

All 'outliers' have been investigated fully to see whether it 

is appropriate to modify them before computing seasonal 

adjustments; certain other observations known to be distorted 

have also been modified. Where an outlier has been 

modified, appropriate offsetting adjustments need to be 

applied to other series in order to preserve the accounting 

relationships between them (this does not apply to MO, as it 

is not part of the financial matrix). In addition to those 

detailed in previous background notes,(2) 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 monetary series: 

1990 Dec. 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 1990; reversing adjustments 

made to the above in November 1990, see 

August 1991 Quarterly Bulletin) 

(d) Comparison of old and new seasonally adjusted 

series 

The table compares the new MO, M4 and lending growth 

rates (one and twelve-month) with the old. MO's recent 

history has not changed significantly. With the exception of 

July 1991, M4's new one-month growth rates are generally 

higher in the first three quarters of 1991, and lower in 

subsequent periods. Overall, the seasonally adjusted series 

for M4 shows a smoother pattern for M4 growth at the end 

of the series. Seasonal adjustments on M4 lending are 

relatively unchanged. The old seasonal adjustments tended 

to overcompensate for the end-quarter surge in M4 and M4 

lending (mainly because they were derived from a period 

when interest rate- and thus quarterly interest crediting 

and debiting-were higher), so that one-month growth rates 

in quarter months were lower than one-month rates in the 

months either side. This feature continues to be apparent in 

the new seasonally adjusted one-month growth rates but is 

less pronounced for more recent dates. 

(e) Sectoral M4 and M4 lending 

The broad pattern for sectoral M4 and lending in recent 

periods is unchanged. The new three-month growth rate for 

lending to industrial and commercial companies in 1991 Q4 

( I) For a �iscussion
. 
of the 

.
methodol?&y usc:d in previous updates see the February 1991 edition of the Quarterly Bulletin. 

(2) For a 1151 of oUlllers adjusted for In prevIous updates see the following editions of the Quarterly Bulleti,,: February 1991. pages 94--95: 
August 1991. page 397; February 1992. pages 82-83. 
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is lower than published in February's Monetary statistics and 

lending to other financial institutions is higher. All sectors' 

holdings of M4 are weaker in 1991 Q4. Overall, the new 

seasonal adjustments have smoothed out some of the abrupt 

quarterly changes at the ends of the series apparent using the 

old seasonal adjustments. 

___ Seasonal adjuslmenls 

(t) The next half-yearly update 

The Bank intends to carry out the next update of seasonal 

adjustments when the data to August 1992 become available 

and expects to promulgate the results with the September 

1992 outturn statistics, published in October. 
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Revised seasonal adjustments: a comparison of 'old' and 'new' seasonally adjusted series(a) 
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(a) Figures elsewhere in this Blllletill (eg in the statistical annex) incorporate any further revisions 10 the unadjusted data which have occurred since the revised 
seasonal adjustments were introduced in mid-April. 
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