MARKETS : 16 DECEMBER to 22 DECEMBER 198]

MONEY

Although the market again experienced some tightness before the
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weekend, much more comfortable conditions emerged towards

the week. The shortages resulted from the sea 1 increase
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and some sales of gilt-edged stock.
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SECRET

LOCAL AUTHORITY BORROWING

There was no issue of bonds this week.

GILTS

After a bright start, trading was generally dull with activity at a

very low level as the market settled into its pre-Christmas 1lull.

The market extended its recovery in thin trading on Wednesday as the
pound steadied, money market rates eased and US bonds opened firmer.
Quite sizeble sales were made of the recently issued 1995 tranchette
and shorts closed about 1/4 - 3/8 up and longs about 3/8 - /7

higher. Trading was extremely quiet on Thursday and prices drifted

lower. Sharper falls were seen the following day reflecting overnight ;
weakness in US bonds, comment on the November money figures published
on Thursday and a renewed downturn in sterling. Prices closed up to

3/4 lower throughout the list.

Activity remained at a very low level after the weekeng.

encountered fresh dullness on Monday as money market rates

although prices ended only about 1/4 down. Yesterday,

market conditions more comfortable, prices edged forward afte: weak
start to close about 1/4 higher.

Over the week as a whole prices of shorts fell by up to yield
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(
about 16 3/16 - 16 1/2% on five-year maturities) and ¢ se of longs
by SAg = 170 (to'yield about 16 < 16 1/8% on 20-year
Against this trend the prices of the two index-linked s k - by
1/4.

EQUITIES

After improving on Wednesday, prices slipped back on balance over

rest of the week. As with gilts, trading was very thin.

The market improved in line with gilts on Wednesday and the FT Index

closed 7.1 higher. Conditions were quietly cautious on Thursday
r - o

with interest confined mainly to special situations; a slight




fall in the Index was largely accounted for by weakness in Distillers
(one of the constituents) following poor interim results. A firmer

tendency was apparent on Friday as the market took encouragement from
the latest Quarterly Bulletin; but concern at the November RPI

helped leave prices only slightly higher on the day.

As with gilts, the market was very quiet after the weekend. After
opening higher in response to Wall Street's advance on Friday, prices
slipped back on Monday with the latest CBI survey an additional
adverse influence on top of interest rate fears. Yesterday, prices
continued to drift lower, again in very quiet conditions, and the FT
Index closed 1.9 down at 518.8, a net rise of 5.3 over the week as a

whole.
NEW ISSUES

Queue
issue of £10 mn or more was added to the
£30 mn by Cement—Roadstone Holdings Ltd,

mn against £913 mn last week
Net Capital Issues

amount of new money raised in banking December was
only £67 mn in the previous month. This increase
instalme >f the BP rights issue (£340 mn).

NER

total raised was £1,858 mn ainst £936 mn
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1. Transactions (cash value)

Tiesude2 o 84 Calsi0br Fin Year 18 . 248
e el to date to date to date
Issue Department
Purchases/sales
Next Maturities
Other short-dated

536

Mediums + 578

Longs and undated + 1,444
Total Issue

Department trans-—

actions =2 a5 58
CRND - 102
Redemptions = 385

B 25

2. Redemption Yields (tax ignored)

December ’ December Change

J1

QLS
S
+0.29
FOLLT
+0.18

Treasury
Treasury
Treasury
Treasury
Treasury
Index~-Linked
Treasury 1996 352 2 +0 .02
Exchequer 1999 5.93 16 ¢ AEhell
Treasury 1998/01 ) i : +0<49
Exchequer 2013/17 . ( T 16
War Loan (Flat Yield) Sl ] +) 25
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Per cent Time ~/ Yield Curves of British Government Stocks 23rd December 1981
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