NOTE FOR TUESDAY MEETING
MARKETS: 22 JULY 1981 TO 27 JULY 1981

MONEY

This report covers only four days owing to the Royal Wedding holiday.

Despite a series of Exchequer deficits, aided on the first two days
(§ r

aly
by suistantial swings in the market's favour, conditions remained
tight throughout the period, particularly on Friday and Monday.
This was largely the result of the unwinding every day of earlier
repurchase agreements; gilt sales were also influential on Thursday
ané Friday, together with a sizeable increase in the note circulation
on the latter day. Following the weekend the market began tc be

affected by the taking up of five-week Treasury Bills from Friday's

£800mn issue.

The Bank the market by the outright purchase ol bills on

every day , when bills were bought on a pur~-hase an

resale basis There was a further purchase of hills for resale on
Friday.

The rates at which the Bank's bill operations were carried out
continued to exert a stabilising influence on very short inter-bank
rates, which remained soft relative to ti.ose at one mor*h and over;
a gap of 1% or over between one-week and one-month rates persisted
throughout the period. On longer rates the position of sterling
continued to be the major influence, and as this recovesred slightly
then stabilised on Thursday and Friday some softening was evident.
Rates at one monti: and over showed some renewed firmness on Monday
but despite this the three-month rate finished 1/4% lower at 14 7/16%.
After a slight easing 2t the beginning of the period euro-sc.erling
rates steadied and by Monday were mildly firm at all maturities.

The tlrec-month rate ended 1/16% up at 14 9/16%.

At the regular Treasury Bill tender on Friday the averaye rate of

discount rose by (0.2874 to 13.7577. Tenders for five-week bills

were accepred at rates of discount between 13.625 and 13.969.




LOCAL AUTHORITY BONDS

The rate for one-year bonds was unchanged at 14 1/4%.

GILTS

Although trading has been thin, the market has staged a good recovery

from the low-point reached last Tuesday.

“'he market revounded sharply on Wednesday from the previous day's

4 1/2-year low. Although trading remained thin, investors were
tempted by the high level of yields and encouraged by an improvement
in the exchange rate. Shorts closed about 1/2 higher with longs up
by about 1 1/4. The recovery was extended on Thursday and Friday
though the gains were on a smaller scalie. After the weekend the
market moved up sharply encouraged by the fall in US money supply.
Longs closed yesterday with rises of up to 1 1/4; shorts saw less
demand and ended about 1/8-1/%1 up on balance.

Over the week as a whole, prices of shorts rose by 1 1 1/4 and
those of longs by about 3.

EQUITIES

The market took encouragement from the better tone in gilts and
moved higher in thin trading on Wednesday following completion in
the morning of the placing of the Government's 24% stake in British
Sugar. PBusiness remained slack on Thursday though the FT Index
edged slightly higher with cils and electricals the main features.
The market remained subdued, though steady, at the start of the new
account on Iriday. In the engineering sector, John Brown was
sharply higher after better than expected annual profits, but
worries about ICI's dividend intentions continued to depress its
shares ahead of this Thursday's interim statement. After thc
weekend, most sectors improved on hopes of lower US interest rates.
ICI recovered some of its lost ground and clearing banks were in
demand with Loth NatWest and Midland reporting interim profits this

week. Over the week as a whole the FT Index rose by 16.3 to 528.5.




SECRET

NEW ISSUES
Queue

Only one new issue of £10mn or more was added to the gueue: an
offer for sale of £25mn by Houlder Offshore Ltd. The queue now

totals £835mn against £880mn last week.

(Init ALC)

28 July 1981




Official Stock Transactions and Gilt-Edged Yields

(¢ million: sales +, purchases - )

1. Transactions (cash value)

228 Fin Year 118%:2-81
-27.7.81 to date to date

Issue Department
Purchases/sales
Next Maturities = s
Other short-dated 2 e LG

569

Mediums

Longs and undated
Total Issue

Department trans-

actions + 4,095
CRND 7 244
Redemptions 417

2. Redemption Yields (tax ignored)

21 July 27 July

12 3/4% Exchequer 1981 14.43 13.09
13 1/2% Exchequer 1983 14.62 14.06
Treasury 1984 14.94 14.43
Exchequer 14987 14.80 140 1.
Treasury 1990 11572526 14.78
Index-Linked 20005 2.74
Treasury 1996
Exchequer 1999 /551641 505
Treasury 2001/04 115526 14.74
sxchequer 2013/17 14.63 14.20
2 War (Flat Yield) 13402 1121276
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£ million

Fixed intere
(excl convertibles)

Domestic borrowers Foreign borrowe o i 5 Equities

286,

C‘f” rent week United Scientific
(30/7-31/7) : Holdings Ltd
(rights)

(30/7)

Week 2 Ryowa Hakko
(3/8-7/8) rogyo Co Ltdg
(2/8)

Carrington fhe Lilsa
Viyella Investment. Trust
(13/8) 5 1a/8)

Yne Leird Group
(rights)

(14/8)

Week 4 City of Birmingham Burnett &
(17/6-21/8) (17/8) 75 Holdings Ltd
3 (18/8)

HAT Grouy

@ ; (rights)
(19/8)
The Morgan Crucible
Co Ltd
(righte)
(20/8)

Wweek 5 Nifco %

(24/8-28/8) : (24/8)

Nippon Electric # Trusthouse i'orte
(1/9) 40 | Ltd (rights)

; (1/9) 100
John Brown & Co Ltd
(rights)

(4/9)

vieek ©
(1/9-4/9)

London Trust BICC Ltd (rights)
Company Ltd (9/9)
(8/9)




LT

Gl
P18

Nippon
(23/9)
Sanyo Electric

(7/10)

Legal ner
(15/9) 20
Foseco Minsep IA(
(rights)

(17/9) 35
J P M Machines Ltd
(offer for sale)
(19/9) 10
split Capital
Investment Trust
(offer for sale)
(16/9) 20
mn investment trust
(offer for salej
(21/9) 10
ilabitat Design
Holdiugs Ltd
(offer for sale)
(24/9) 15
Second Throgmoxton
Investment Co

PLC (offer for sale)
(28/9) 13
Guinece Peast Group
Led (rights)

(29/9) :5
Hadsor Petroleum
(International} »LC
(offer for sale)
(30/¢) 10
Second Save ! 5
Linked Inve

FTrust PLC

(offer for sale)
(/710) 30
Associated Biscuit
Manufacturers Ltd
(rights)

(9/10)

Exco Securities
(1979) Lid

(offer for sale)
(5/11)

Houldex Qffshc
(offeyx fox I
{0/11) 25
RKwik Save Discount
Group Ltd
(rights)

(12/11)

+Issues announced:

/Issues completed

#rncludes issues of
ﬂncludc-s issues of
/)Foxeis’l‘- borrower

1981

197 8——e ———

1279

959

1980

1981 to date

1978

946
1,066-——
1,172- —

1979

910-

_970

1980

1981 to date—-

3 or more
less than 3

—945
985




