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SECRET

GILTS

After a weak start the market cast off its concern about the
level of US interest rates and moved strongly ahead. The
medium tap was exhausted on Friday and additional tranches

(£100mn each) of three existing stocks were announced yesterday.

The market eased in quiet trading on Wednesday amid continuing

concern about the record level of US interest rates, and longs
ended the day up to 3/4 lower. A firmer tendency developed the
following morning, however, as a few buyers appeared; with the
jobbers short of stock, prices recovered much of the previous
day's losses before easing back slightly after confirmation of the
November rise in £M3. Sentiment was further encouraged on Friday
by favourable news on prices and on public sector pay. Prices
moved strongly ahead and considerable demand developed for the
1989 tap which was exhausted at prices up to 25 1/2. The

market hesitated only slightly on news of a further rise in

US prime rates to 21 1/2%.

After the weekend, the market continued firm and active yvesterday
with rises of up to 1/2 in shorts and 1 in longs by lunchtime.

The better levels were maintained in the afternocn as the market
took heart from the reduction in one US bank's prime rate. At
the official close it was announced that an additional amount of
£100mn of each of three existing stocks (12 1/4% Exchequer 1992,
12 1/2% Exchequer 1994 and 10 1/2% Exchequer 1997) had been issued

to the Banik.

Over the week as a whole prices of shorts rose by about 1-1 1/2

and longs by around 1 1/2.
EQUITIES

pPrices improved initially on Wednesday but then drifted lower cn
lack of follow-through., The market remained quiet on Thursday
and Friday though with a firm undertone; leading shares benefited

from better than expected final figures from BOC International.




SECRET

After the weekend, prices moved lower yesterday in very light
trading, partly in reaction to the pessimistic OECD economic
survey. However, the fall in the FT index was modest and it
ended the day only 1.9 lower at 464.6, a fall of 5.3 over the week
as a whole.

NEW ISSUES

Queue

Three new issues were added to the queue. A US company, Continental

Corp, is planning an issue of £25mn of sterling loan stock in the
domestic market. Two UK borrowers are making equity issues: a
rights offering of €£8mn by Argyll Foods Ltd and an issue of £6mn
by Murray Technology Ltd. The queue now totals £421lmn against
£436mn last week.

(Init EAJG)
23 December 1980
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EDGED YIELDS ( F.T HIGH COUPON) Yields
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