NOTE FOR WEDNESDAY MEETING

MARKETS :

MONEY

Conditions were fairly easy before the weekend u
of ¢ ies sizeable net Exchequer deficits,
counteractec he fect of further eligible
Bank's hands f Wednesday's new issue (12%
Stock 1985) and of the monthly o0il revenue payr
custom on Friday. The m al
day by a substantial increa

1t of

bill maturi

stringency.

The Bank bought Trea Biils in very
and Friday. Following the weeisend,

was necessary, chiefly in the form of

Interbank rates up to 7 days sh
part of the week buz long2r rates, e

and over, reflected in their steady

MLR might be reduced in the get or earlier.

rate finished the week 1/2 3 at 13! 7/16%.

Eurosterling rates also showed a generally easy tendency

maturities; the three month rate fell by 3/4% to 13

At the Treasury Bill tender on Friday the

fell for the 7th week running by 0.1446
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SECRE

LOCAL AUTHORITY BORROWING

With many authorities expecting an early cut in MLR,
a large number of dropouts from the gueue thi
fall in the rate for one year bonds. Issues amounted

(£16.75 mn last week) against maturities of £14.65 mn.

GILTS

A good response to the issue of 12% Exchequer Convertible Stoci:
and, particularly after the week-end, general optimism on the
future cou of interest rates, made for a gener

enabling substantial official sales to be made duri

The market opened guiet on Wednesday and prices d
of the result of the tender d changed little thereafte
issue of convertible

A

the first day of trading, the price

premium. Although the market clos

of up to 3/8 were achieved throughout

market opened firm: further sales of convertible st

at up to 3/4% premium and there was also si able demand

the low coupon stock (3% Treasury 1985 A); long dated stocks
also in demand and saw rises of up to 1/2 by lunchtime. Despite
news that some US prime rates had been reduced from 20% to 19 1/i:Z

prices later eased slightly ahead of the weekend.

General optimism on the future course of interest rates following

the Prime Minister's week-end interview, with favourable

press comment, brought about a burst of buying on Monday and both

Ss
the convertible and the low coupon tap were exhausted, at 40 3/4
and 72 7/8 respectively. In addition, the first sales were mad
of the long tap, 12 1/4% Exchequer Stock 1999 'B' 1/8% premit

Some indigestion became apparent later in the day and the market
closed below its best. Yesterday the market again showed some

initial signs of indigestion but in light trading closed reascnak

firm.

Over the week as a whol prices of shorts rose by about 2/8 and

prices of longs rose by




SECRET

EQUITIES

On Wednesday the market was depressed by the CBI's gloomy industrial

survey and the FT index lost 8.0 on the day. The firmness of gilts

on Thursday helped bring about a small 1nice rally and prices
rose slightly in light trading. Quiet conditions were maintained
on Friday and Monday and prices continued

days. Yesterday the firm trend developed further on
rate hopes and the FT index closed 9.0 up on the day

rise over the week as a whole of 9.2.

NEW ISSUES

Queue

shares
an acquis

Risk Capital Ifund fhe queue now

ast week.

City of Copenhagen has cancelled a proposed

in the domestic market (which had not yet been ente
queue) .

Net capital

The net amount of new money raised in banking January was £81 mn,

compared with £179 mn the previous month.

(init EAJG)
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Gilt edged yields (F.T. high coupon) Yields
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cent Time | Yield Curves of British Government Stocks 4th February

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 3rd February

F T Actuaries 20 year debenture index
yield at previous Monday

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

FT Actuaries All Share Index
gross dividend yield 6:13
at 3rd February

FT 20yecr Ded
14:20(-0-02)
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