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MONEY MARKET REPORT: BANKING NOVEMBER 1981

The Bank operated in the money market every day during this period,
exclusively to balance shortages. In large part the daily operations
merely rolled forward existing assistance, which had been conducted

at short maturities, as it matured. In addition, however, Exchequer
transactions became more adverse to the market as the period progressed,
partly because the revenue backlog was beginning to unwind in
significant proportions; and on some days there were substantial gilt

sales against the market.

The Bank operated chiefly through outright purchases of bills,
concentrated in bands 1 and 2 but extending to band 3 when the stock
of bills in the shorter bands appeared to have become heavily depleted.
It was partly for this reason, but also to avail itself of some
operational flexibility, that the Bank also conducted some short-dated
repos. The Bank lent on the published "2.30" basis on two occasions.
One of these was 30 October, when funds became stuck with the banks

on account of Cable and Wireless applications: ex post it emerged
that the money market had not, as a whole, required the borrowing.

The other was 16 November, when the Bank wished to steady the decline
in interest rates and rejected, on rate grounds, many of the bills

offered, so obliging the houses to borrow at a rate of the Bank's

choosing. The Bank also lent privately’on penal terms relative to

those for published deals, on a number of days, in significant
amounts only later in the period when there was a succession of very
short days. Some of this lending was to jobbers, associated with the

rally in the gilt-edged market.

9 November was notable for the banks being left a record £273 mn
beneath their target for operational balances (some going into
overdratg) . This apparently arose from certain tax payments passing
through the Town clearing which were not expected by the banks, nor

by the Bank. On this day the estimate of the market's position at
2.00 pm, compiled by the Bank on the basis of information available
to it, was some £200 mn astray. Over the remainder of the period
these official estimates of the market's position, weighed by the Bank
in deciding its after-lunch operations, tracked the true position

reasonably well (compare rows 1 and 2 of table 1).
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Sentiment in the market was dominated during the period by developments

in the US. Period rates fell steeply, for instance, from a peak of

nearly 17% for 3 months interbank in late October to well below 15%

in mid-November. Shorter rates, more directly influenced by the
Bank's dealing rates (see table 2), eased less precipitously as a
result of the Bank's steadying operations. Banks lowered their base

rates from 15 1/2% to 15% on 9 November.

There were increases in the Bank's holdings of local authority and
eligible bank bills during the month, to £0.4 bn and £3.1 bn respectively
at mid-November, out of totals of some £1 bn and perhaps £5%-6 bn
respectively in existence. The amount of Treasury bills in issue,

other than those already held by the Bank, was lower at £1.3 bn. Thus
the outstanding capacity for bill operations to relieve shortages

was reduced over the month, but not exhausted.

20 November 1981
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MONEY MARKET: ANALYSIS OF DAILY INFLUENCES A&OFFICIAL OPERATIONS: BANKING NOVEMBER 1981

€ millions: + = surplus for the mark

1 Market's position exclusive of official operations:

la - as estimated by Bank at time of final operating decision
1b - actual, ex post

2 Official operations
3 Bankers' balances carried forward, relative to target
4 Influences (= detemminants of 1b):
Bankers' balances brought forward, relative to target
Exchequer disbursements less receipts
Net gilts
Notes

Predetermined money market transactions #

Other*
5 Official operations (= composition of 2)
TBs purchased or sold
IA bills purchased
Eligible bank bills purchased
Repos
Published lending

Unpublished lending

TABLE 1

OCTOBER NOVEMBER
22 23 26 97 28 29 30 2 3 =
- 327 |- 237 |- 175 |- 18 (- 236 |- 237 |- 265 {- 115 |- 161 P
- 372 |- 300 |- 194 |- 73 |- 275 |- 206 |- 265 |- 233 |- 198
+ 326 |+ 231 [+ 213 |+ 63 |+ 261 |+ 198 |+ 209 |+ 150 |+ 175 !
el el e il - 1o I- 14.]- 8 |+ 144 |- 83 |- 23 .
- 56 |- 46 |- 59 |+ 19 |- 10 |- 14 |- 8 |+ 144 |- 83 I
- 295 |+ 138 [+ 40 |+ 29 |- 26 |+ 92 |+ 135 |- 200 |+ 281 MW
SRR e e g T30~ 92 - 79 |- 36 |- 169 !
+C 1345 = 13900 81 - + 4 |+ 21 |- 146 |(+ 80 |+ 4 P
- 60 |- 250 |- 327 |- 87 |- 246 |- 169 |- 80 |- 257 |- 208 I
- 36 |- 71+ 74 |- a3 |+ 13 {- 44 |- 87 |+ 36 |- 23
59 = = = e A3 281D = + 36 s
T2 = = = IS SR 3Tk = 62 )+t 4.0+ 17
+ 195 - - = + 203 |+ 183 |+ 214 |+ 146 [+ 115

- ER26 St S 2 1S TRI6S = = = = e

121 @
' X ¥ & & ¥ 15%% = =
W/E
- 15 @ - = - = = = 7 g
16% 15%%
2& O/N

#Net Treasury bills (before any intervention listed for the same day) and maturing LA and bank
bills at the Bank (in all cases both outright and repo) ;

and repayments of lending.

*Foreign exchange, central banks, other Bank customers, etc.
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TABLE 2

ANALYSIS OF DAILY OFFICIAL MONEY MARKET OPERATIONS IN BILLS: BANKING NOVEMBER

e Treasury bills;
= Local authority bills;
Bank bills;
Repos
Numbers immediately after letters denote the following maturity bands;
=41 “to 14 (days
=L 1S Ear 3R
34 to 63;
= 64 to 91.
Subsequent figures are amounts (£ millions) of official purchases of paper, unless
asterisked (= official sale).
Rates shown are approximate rates (yield basis) at which funds provided or taken
(range shown where significant).

Date Operations Inter-bank rates

.
'

. Overnight, 3 months,
day's range middle

October
22 7RIS B9 @ S W B 26: @ 15, 1, L2k 8501 15,4 15.3-16.0
o208 QNI AR MSNEONE L 1'5 6., 1.3 578@Q- 15,6, "B3 68 @ 15
23 216 @ 15.1 15.3=7i5
26 213 @ 1.5.2 15:0~-30
27 63 @ 15.4 13.0-15.8
28 (ARS8 ST S S@R5E0 BRIs49+ @ 15,3, M2 36 @ 15.4, 13.0-15.8
Jo @ 15.4, B2 154 @ 15.5
RIS SN e 7a@ 5 2RI 37 @G, 370 T2 1@ 15,4, 15.5-16.0
6 @ 15.4, B2 146 @ 15.4
6EENIL 2P Hilsslils@ 5L 2, Bl 59F @ 15.2% T27¢6 @ 15:4% 5.0-18.0
SiE@el5-4, =B2 155 @ 15:4.

83 @ 15.2, L2 4 @ 15.4, B? 63 @ '15.4 15.0-16.0
1o @15 2, Bl 1158@35.2, T2.26 .0 15.4) L2197 @-15.4 15.3-15.8
5% 152,51 36/@ 15.2, T2 16 @ 15.4, B2“68~@ 15.4 15.0-15.8
45 @ 15.3, B2 70 @ 15.4 8.0-15.6
120'@ 15,2, T2 3@ 15.3, L2 5 @ 15.3, B2 158 @ 15.3 8.0-15.5
28 @'14.8, 1.2 106 14.7, B2 21 @ 14.7 13.8-25
7 @ 347, 11 1 @ $4.7; 'BY 150 @ 14.75R1 79% 14:9, 10.0-15.8
5@ 14.7, B2 395 @ 14.7
378 14.7 14.
63 @ 14,7, REONaeNE AT a2 00 e Tas7, B2 229 @ 14.7,

T3riord 14995 1.3 19 @ 14.8, B3 24 @ 14.9

PE a1 e 7 @ 14,7, Bl 22 @ 14.7, RL 565 @ 15.0

PR IO @A ) 30 @ 14.7, B2 181 @ 14.7, L3 12 @ 14.8,

B3 17 @ 14.8 ;

Bl 35 @914.7, #2 10 @ 14.7, "B2 46 @ 15.7

T1 3 @ 14.7, Ll 7@14.6, Bl 91 @ 14.6, T2 5 @ 14.7,

12 20 @ 14.7, B2 337°@ 14.7,.773 17 @ 14.8/9,

B3 53 @ 14.8/9

Bl 13 @ 14.7, T2 5 @ 14.7, B2 78 @ 14.7, T3 5 @ 14.8

13 2 @ 14.8, B3 33 @ 14.8

/Wholly or partly unpublished
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RECONCILIATION

(Banking months)

Monetary Review

November
(forecast

October at 11 Nov)

Influences

National savings

me r Exchequer

BGS

Note circulation + 99

Reserves -336
Other, including
customers (residual)+ 40

Total influences -532

Operations

=16
+il.32

ercial bills
bills
Treasury bills +318
Market advances =
Total operations +363

Total -169

!
?
/7 8 |
wsoneiba a7 1 e s o s w3 e 4 g <018

broe o s by e

svimmieri e i
S £

3

b

TABLE 3

Money Market Report (categories as in Table 1)

October November:

Influences

(other than bankers' balances)
Balance of Exchequer

receipts and

disbursements

(ex post)

BGS

Notes
Aggregate of daily
predetermined money
market transactions
(as defined in Table 1)
Other (residual)

Total influences

Operations

Treasury bills
LA bills
Eligible bank bills
Repos
Lending
Total operations

Total




TABLE 2

ANALYSIS OF DAILY OFFICIAL MONEY MARKET OPERATIONS IN BILLS: BANKING OCTOBER

= Treasury bills;
= Local authority bills;
Bank bills;

= Repos
Numbers immediately after letters denote the following maturity bands;

= 1 to 14 days

= 15 tol33:

= 34 to 63;
4 = 64 to 91.
Subsequent figures are amounts (£ millions) of official purchases of paper, unless
asterisked (= official sale).
Rates shown are approximate rates (yield basis) at which funds provided or taken
.ange shown where significant).

‘ate Operations Inter-bank rates

Overnight, 3 months,
day's range middle

September
17 bill operations 14.8
18 20 @ 14.1, T2 26 @ 14.0, B2 66 @ 14.1-14.3 15.0
21 403 @ 14.2 s = 15.4
22 bill operations 156528
23 IS @48 w2 257@ 14.3, 1.2 11,0 14.3; -

150 @ 14.3-14.6

bill operations 10-14.2

26 @ 14.6, T2 44 @ 14.9, L2 39 @ 14.8, 113702104 05

55 @ 14.9

5@ 14.6 6-14.5

60 @ 14.2 13.9-20

3 @14.8, L1 30 @ 14.8-15.3, Bl 136 @ 14. =i,

72@sii5:s2, B2 108 @ 15.1-16.0

ISR ERIET 3 S LM @5l 5.3, Bl 113 @ 1L551=1539 11.0-17
bill operations 1 2. 0=15.7
23 @ 15.4,; Bl 100/@ 15:5=15.9 14.0-15.6
3786815030 LIS 1 28d 531 F Bl 95 @15 3=15.76, 9=1'5C7
IBORAISE S, T8 29 @MIiG 219, T2 6@ 15,9

65 @ 16.0

bill operations

1003@ 15.3 "Bl 124 @ 15.1-15.4

1 @ 15.6: B2 54 @ 15.6-15.9

BOARER IS B T2 83 @ 15.3, L1 9 @ 15.1,
AR P 5 @IS D B2l 16l @15, 4 20

7RSO ANTI5EO/2 2.5 3@ 15,31 Bl 100 @ 15.0

179 ©@15.3 16
SOMANII5E 6T 2 8RAN1I5E IS @ilbL e, L2256 @ 15,3/,

ONEELET0 B2 60 1@ 1553, B3:35. @ 15.3 L5

828 NS SOPNT 2850 @ 5oBIRLN1E @ (L5 0, Bl 56 (@15,0)

69NN 15337 B3 21 Q15,3 L5

1ol CUL5.0=-15.4 1LY

SN ERIES L 0~15, 3 152

L80NE LD 0~15.3 16.
L2OREF15L L=15.5 5%

CONEN 1550, T2 65 @NI5L3, 0 Ll 15 @ '15.0,

27 @ 15.3, Bl 103 @ 15.0-15.4, B2 128 @ 15.4 17.0-14.5
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RECONCILIATION

(Banking months)

Monetary Review

September

October

forecast as
at 7 October

TABLE 3

Money Market Report (categories as in Table 1)

September

October

Influences

CGBR
National savings
CTDs
Other

BGS
Note circulation

Reserves

Other, including
customers
(residual)

Operations

Commercial bills
L Dbl s
Treasury bills
Market advances

Influences

(0ther than bankers' balances)
Balance of Exchequer

receipts and

disbursements

(ex post)

BGS

Notes
Aggregate of daily
predetermined money
market transactions
(as defined in Table 1)
Other (residual)

Total influences

Operations

Treasury bills
L A bills
Eligible bank bills
Repos
Lending
Total operations

dZotal




