NOTE FOR WEDNESDAY MEETING

ARKETS: 14 JANUARY 1981 TO 20 JANUARY 1981

markeit was in surplus on Wednesday but i then tighter

sharply, and liquidity pressures persisted t 1 the remainder
of the week. Despite substantial swings in the market's favour on
almost every day, the net Exchequer position remained generally
against the market (massively so on Tuesday) and its effect on the
availability of fun aggra >d on Friday by the call

11 1/2% Treasury 1989 ! >n Thu and 'Tuesday by the

of further sizeable gilt 2les and on every day by the me
commercial bills in official hands. The only major

market's favour s ti redemption of 11 1/2% Treasur

Thursday.

On Wednesday the Buak acted to aboiorb su s funds and toc relieve
expected shoustage by tiie sale of Treasury ills due to matt

Friday. Market assistance was necessar) ery other day.

After an easy opening to the week short interbank rates remained
generally firm, though a temporary softening was evident on Monda
when conditions were markedly less difficult than on the other
of shortag

Longer rates were steady on Thursday and Friday but otherwise showec

some tendency to ease, particularly at six months and over. The

three month rate finished the week unchanged at 14 1/4%.

Eurosterli rate led to easiness, again most markedly a
the longer endg. e ree month rate finished 3/16% down at 14

1/4%.

At the Treasury Bill tender on Friday the average rate of discoun

fell by 0.0602 to 12.8547.




LOCAL AUTHORITY BORRCWING

The rate for one-year bonds fe by 1/4% 3 5/8% Issues

amounted to £18.55 mn (£1€ 5 last week) against maturities of

£19.4 mn.

GILTS

Fears about the outlook for the PSBR gave way after

modest optimism about lower inflation and a further cut in

The market opened quietly firm on Wednesday and prices ten

edge higher. Quite heavy selling developed the following
however, in reaction to the Financial Secretary's ren 3 in

on the outlook for the PSBR. Longs were down by up to 1 by
but recovered slightly just before the close. The decline

on a smaller scale initially on Friday but the m >t recovered
of the day's losses after the publication of the mber RPI.

After the weekend, the market opened firm and aclive amid opt

about the prospec for inflation and for an early cut in MLR;

the jobbe short of stock prices rose by up to 7/8 at the long end.
These gains were extended yesterdey morning but some selling later

in the day left prices little changed.

Over the week as a whole prices of shorts rose by about 1/4-

while longs were generally slightly lower.

EQUITIES

Concern at the economic and industrial scene (including the financi
situation at ICL) led to continuing weakness on Wednesday although
technical recovery meant that the FT index fell only slightly.
Prices edged higher on Thursday and the improved tone was maintained
the following day with main interest being shown in oils and
electricals. The somewhat firmer tendency continued after the
weekend and yesterday the FT index rose by 5.0 to 458.6, a rise

11.2 over the week as a whole.




NEW ISSUES

Queue

Seven new issues were added to the queue: these include equity
rights issues of £23 mn by I Ltd

Ltd. City of Leeds is planning an iss 7 ock
March. This would be the first such issue y a local authority
since 1978. (Sunderland are also planning a stock issue for May
but have not yet been formally placed on the gueue).

Iceland's 35-year placement of £15 mn in the domestic sterling
market was priced at 96 on a coupon

about 1.9% more than the yield on a

with the margin of 1/2% over gilt

on its placement in July 1980).

The EIB issue cof £50 mn ie at the beginning of March
postponed to a later date. The IBRD are also interested

bulldog issue but no dates have yet been fixed.

(init EAJG)

21 January 1981.
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Official Stock Transactic

(€ million: sales +

ctions (cas

Fin.Year
to date to date

Issue
Pur
Next Maturit v 35 - 1,609
Other short-dated 112 1 1 78 + 1,938

Mediums
d undated
ue
Depart nt trans-
actions
CRND
Redemptions

* Includes 299 in res

Change

12 3/4% Excheguer 1981 die -0.24
13 1/2% Exchequer 1983 =028
12% Treasury 1984 3 -0.11
13 1/4% Exchequer 1987 3 ~0.09
13% Treasury 1990 8 < =0503
12 1/4% Exchequer 1999 L +0.02
11 1/2% Treasury 2001/04 £ J +0.04
12% Exchequer 2013/17 +0.07
3 1/2% War (Flat Yield) -0.12
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Time | Yield Curves of British Government Stoc« 3 21st January 1981

The curves have been fitted to the
gross redemption yield on stocks with
one year or more to maturity.

LA 3-month deposit rate (average of days
range) at 20th January

F. T Actuaries 20 year debenturé index
yield at previous Monday

TB: average rate of discount at previous
Fridoys tender, expressed as an annual
yield with half- yearly interest payments

-

FT Actuaries All Share Index
gross dividend yield 6°3
iﬁ' 20th January

FT 20year Deb
14.25 +(0-05)

* 20th January

13th January

18th November 1980




