MONEY MARKETS (8ee Table IX)

The period commenced with conditions generally easy as tax revenue
continued to be held up as a result of Civil Service industrial
action and, apart from some sporadic shortages, this state of

affairs prevailed throughout the quarter

As a consequence of these conditions, short rates alsc remainecd
generally easy for the greater part of the quarter. However,

carly May, longer rates began to reflect US influences and

sharply. The sudden fall in sterling early in June brorgh?
urther rises in long rates although some temp

as sterling recovered sonewhat. Nevertheless,

firming of .all rates, particularly those at the longer

in June, as concern grew over the future course of dom

international interest rates.

GOVERNMENT STOCKS (See Tables IA, I IIB and VIII)

The market commenced the period in a mewhat subdued

the large official sales after the

ctocks fell quite sharply on 7 April following the announcenand
the March banking figures d the indicated rise in

guiet conditions prevailed with the market weakening

towards the middle of April on the renewed upturn in interest
rates, but conditions stabilised around Easter. At the end of
April, domestic and US interest rate considerations brought an

easicr tone and prices fell during early May.

Some recovery wss
as the month progressed and generally firm, although very

e 4

quiet, conditions werc maintained until near the end of May

There was a sharpy improvement on 29 May associated with interest
b -

o

rate optimism and on that day additional tranches of £250mn of

e

N

three oxisting stocks (two medium-dated and one long-dated) wer

created and issued direct to the Bank of England for subseguent

pale to the market as demand developed. The Optimiﬁm of the

of May wus, however, short-lived as the decline in the sterling




exchange rate during early June brought concern over the future
course of interest rates and inflation and, as a result, prices
fell back sharply. However - the market stabilised somewhat at the
lower levels andffollowing a cut in its prime rate by one US bank
on 15 June'the éank was able to sell a significaht amount of stock.
In the second half of June there were reneweq doubts about the
course of US interest rates and, with sterling again weak, demand
for conventional stocks dried up. This led to the decision to

issue a second index-linked stock which was announced on 3 July.

Over the quarter as a whole, yields on all maturities rose by
around 1%.

EQUITY MARKET (See Table VII)

After a buoyant start to the period with the Financial Times
All-Share Index reaching an all-time peak of 317.01" on 20 Aprils
partly on ﬁbpes of an early cut in MLR - an easier tendency developed.
However, firm conditions returned on 8/9 April and, with increasing
optimism that the recession had at last bottomed out and that

company prefits would rebound shdrply, sustained institutional

buying took place and the FT Index (30 Share) achieved a new record
level of 597.3 on 30 April. During early May risirg US interest
rates together with some profit taking, further exacerbated by

P
unhelpful April banking figures, brought a decline. For the

remainder of May, although there were a nunber of days on which
o

optimism surfaced, prices generally drifted lower on fears of the
future course of interest rates and concern about the effect on the
market of large rights issues. The fall in the sterling exchange
rate during early June brought some purchases of shares of exporting
companies but this optimism was soon eclipsed by a resurgence Of
jnterest rate worries and rumours of a very large rights issue for

BP. puring the middle of the month the somewhat improved performance
of sterling and the periodic small bouts of activity in the giits
market helped a rather depressed equity market and during a period

of generally quiet trading fairly firm conditions were maintained

to the end of the period. On 18 June, following the persistent
rumours, the BP rights issue to rais¢ £624mn was announced. Qver
the period as a whole the FT Index rose 16.7 points to 544.8.




NEW DOMESTIC ISSUES (See Tables IA, I3, and 11.1~V)

Two borrowers announced offers for sale in the sterling foreign stock
(bulldog) market during the quarter. International Bank for
Reconstruction and Development £100mn and Republic of Finland £50mn
(£15mn raised in the quarter).

There was a new local authority stock issue by the City of Swansea

of £7mn during the gquarter and also raised were the final two
instalments (£44mn) of the City of Leeds stock issue. In addition,

these two local authorities made stock redemptions of £16mn.

In the company sector, net pond issues totalled £96mn compared with
redemptions of £82mn in the previous gquarter. Company share issu
(including preference capital) totalled £353mn. The main issues were
both "rights" and were by BOC International (£86mn) and Guardian Royal
gxchange (£79mn).

s .

UNIT TRUSTS (Table X)

Gross sales of units by Unit Trusts during the quarter totalled £2%1mn
£

(net £172mn). The June net new investment figure of £76.2 mn was the

highest in the industry's history.
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WING PARTY ON TRANSFERABLE SECURITIES MARKET

omestic Bond Issues 2nd Quarter 1981
Issues over £2 million

Date of Borrower Amount Method . Maturity 3 Redemption Coupon Yield at  Comments
initial ; £ of issue per icd ice price # final

cayment million (years) redemption

date

PUTE ST WRUINEIETRIR Tl S et

Non-goverment

Suter Electrical : Rights Convertible 9.75

of stock
London Shop ar Convertible =
Property Trust
Laing 3 Convertible Convertible at 46 ord
Property Zn . : shares per £i00 of

S sl AR U | A Lt

stock
BOC International 85.6 I Convertible Convertible at 74 or
shares per £100 stec:

TOTAL -

Government

e s it i s 23 i

o e i




POMESTIC BOND ISSUES (EXCLUDING GOVERNMENT 1SSUES) 3
VIAKRC FOR 2ND QUARTER 1981 !

ilssues over £2 million
Issues of £2 million or less:
Local authority

Company

Overseas borrowers (traditional)

“\BI.E 1IA

GOVERNMENT BOND ISSUES (NET)

v

(a)

Purchase and new issues (+)
cales and redemptions (=)

(1) Dank of England and National
Debt Commissioners < B4R L AL - +1,902

(2)The public +2,511 +1,086 f3,1§9

+1,667 +2,496 +5,088

pommme—mcs rzere rw=rmm—me—

(a)Although applications to subscribe to new issues of Government bonds are invited
from the general public, it is usual for much the greater part of each issue to
pe taken up by the Issue Department of the pank of England, wnich then stands
ready to sell it to the public through the stock Exchange during the fellowing
months. Figures of new issues are therefore less useful (and of less economic
significance) than those of net purchases by the general public of old and new
jgsues combined.
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CHASES OF GoverwEnt Bowps BY g pupLic'®
Purchases by the public +/sales =)

millions

1979

Year Year

Overseas holders (¢) - + 1,205

Banking sector (d4) + 227

Other holders + 8,713 2,16 +1,661

TOTAL +10,145 +2,51 +1,086

srmmrem—

~‘which:

Redeunptions/

("\'l".:f sions

Up to one-year
stocks -1,450 1,748

Over one and up to
five-year stocks +2,169

Over five and up
to l5-year stocks

Over 15-year stocks
and undated +3,800 - +2,194

¢« phis table provides further analysis of net purchases of Government bonds by the
public [line (2) in Table IIA]. Attention is directed to purchases by “other
holders" because these will, other things being equal, tend to moderate the growth
. of .the money stock.

(b)At cash value, except for the banking sector, where the figures relate mainly to
changes in book value - any difference between the book and cash value being

reflected in the residual figures for "other holders”.

(C)Estimatcd: there may be some unidentified overseas holdings under "other hclders”
put the amounts involved are thought not to be very large.

(d)other than Bank of England, Banking Department.
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SSULS (EXCLUDING GOVERNMENT AND INTERNATI AL 1BSUES)

Financial companies (Fm)
(Fs)

Industrial and commercial

companies

Local authority

Total domestic
Overseas borrowers

TOTAL

TABLE IV
.ind Issues - Net

Financial companies (Fm)
(Fs)

industrial and commercial

companies

Local authority

tTotal domestic
verseas borrowers

TOTAL

TABLE V
.are Issues - Net
‘-‘ncluding Preference Capital)

1919
I1I

0.4

pinancial companies (Fm) 1
(Fs) o.
Industrial and commercial 2
companies 99.4 233.4 99.2

.4
1

qpotal” domestic 233.8 99.2

overseas borrowers - -

TOTAL 100.9 233.8 71.6 99.2

¥m = panks, discount houses, hire purchase finance houses and special finance agencies.
rs = fnvestment truste and insurance companies.
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Notes to Tables 111, 1V and Vv

(1) Bstimates of the amounts raised are based on the pr ices at which
securities are offered to the market,

Subscriptions are recorded in the periods in which they are due to be
paid. If an issue is paid by instalments, only that part paid
during the period is included. (In Table I, however, the full
amount of each issue is included at the time of payment of the
first instalment.)

(iii) Net issues comprise gross issues less redemptions; ¢ nversion issues
in lieu of cash repayments are included in the gross figures of
issues and redemptions. No allowance is made in Table V for company
liquidations or other repayments of share capital.

(iv) The series relates only to new money raised; bonus issues, share
exchanges and issues for other forms of consideration are excluded, as
are issues in which the cash raised accrues not to the borrowing
company but to its existing shareholders. .

(v) The tables exclude international issues, ie. those which are issued in
several countries simultaneously and which are denominated in a
currency or currencies which need not be that either of the borrower
or the lender (Euro-issues).

5/4(a) BS




\
Wption yield on company hundh(')

Pinancial Times (2)

Actvaries Series'’

20/25 years to maturity*

July 13.68
August 13.65
September 13,85
October 13.68
November 13.65
December 13.85
January 14.22
February 14,18
March 14.09/14.33%
April 14.42
May 14.89
June 15.30

TABLE VII

2)

°rice index on company shares(

(4) (5)

Financial Times(z) Financial Times Financial Times
Actuaries Actuaries Industrial
Industrial Shares (500) Al)l Share (750) Ordinary Share (30)
10.4.62 = 100 10.4.62 = 100 ; 1.7.35 = 100

July 294.14 280.90 488.54
August 295,07 282.53 484,89
September 301,79 292,29 491 .72
October 307.44 298,39 483,80
November 318.96 304.95 493.45
December 307.61 292,73 470.10
January 297,17 284.68 459,63
February 309,19 295.20 487.03
March 314,14 301.24 497.79
April 339,09 320.72 559.19
May 3394579 32153 557.93
June 332,01 316.97 545.03

WBLE VIII

f

(1) (6)

Calculated gross redemption yield on Government bonds

' ‘ L Terms to maturity

5 years 10 years 20 years

July )2.67 13.08 13.07
August . 1355 13,70 13.58
September 13.10 13.47 13.38
October 1291, 13.20 13.12
November 13.14 13.34 13.22
December 13. 29 13.78 33617
January 13.29 13.97 13.96
February 13.14 13.84 13,89
pMarch 12.99 13.66 13.68
April 13.09 13.66 E 13.64
May 13.83 14.40 14.31
June . 14.17 14.69 14.57

please see over for footnotes’

¢ geries rcbased on 16 March.
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)y ¢ h : ; i 4 : : S R a
) (§1CUIatoﬁ in conformity with UK mar ket practice in respect of semi~annual
interest payments.

(2) Average of working days.

(3) Comprised of three main groups of industrial companies:-
(i) capital goods; (ii) consumer; &and ]
(iii) other.

(4) Including the shares in the Industrial Share Index and a group of financial
companies' shares. c

(5) The leading shares from each sector of the market.

e (6) Taken from a yield/maturity curve, fitted mathematically, which reflects
the current cost of issues of new bonds at par. Explanation of the method
of calculation appeared in the Bank of England Quarterly Bulletins of
December 1972, September 1973 and June 1976. Averages of three daily
observations per week. :




End-Month Inter~Bank

Overnight

Iocal Authority
Deposits (3 months)’

Treasury Bills
(Rate at Tender)

1980 April
lay
June
July
August
September
October
November
December

1981 January
February
March
April
May
June

16.06
16 .06
15.68
14.43
14,95
14,33
14.36
12.95
13.02

12.61
11.59
11.53
11.24

11.45

11.88

17,50~17.63
X7.13-17.25
17.00
15,75
15.63=16.75
15.88-16.00
16563-16.75
14.50-14.63
14,88

13.81-13,88
12,63-12:75
12.63-%2.75
12.50-12.63
12.50=12.63
12:50=-12.63

Lending (1)

17.00-18.00
16.13-17.C0
17.38-18.00
15.50-17.25
14.00-16.50
16.00-17.00
16.75-18.00
13.,75-14, 950
10.00-14.50

14.19-14.38
14.75-16.50
11.88~12.25
12,25=12.50
10.50-11.63
10.00-11.75

(1) The inter-bank market is a market in unsecured loans between members of

the banking system.

UNIT_TRUSTS
Table X

€ millions

o
. ;
‘ Sales of units

Repurchases of units

#Fioures for April and May only.
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