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Most major currencies came undexr presgsure during the week
J ] J
as dollar interest rates moved higher following renewed growth in
money supply and signs that the worst of the US recession might have
passed, Tensions within EMS grew and the French franc recuired heavy
el ! _)

support while, elsewhere, the yen was particularly weak. Only sterling
was relatively unaffected by the strength of the dollar and the ERI
rosed, 64 tor90. 7 .

: For much of the week sterling was steady and comfortable with
some regular official demand, and perhaps also some investment dcr”nd,
providing support for the rate. The %% cut, to 13%, in the cle caring
banks' base rates was already discounted in the market and the
continued tightness of the domestic market kept short-term sterling
rates very firm. After touching 1.8215 in New York on Wednesday night,
sterling closed there at 1.8147. Some early selling on Thursday
morning, in anticipation of the base rate changes, took sterling down

from its openlng level of 1.8119 to 1.8066 before short-covering and
good commercial demand brought a recovery. With the dollar firming on

Friday, on expectations of a sizeable increase in the US money suppiy:
sterling encountered comr JOIWan pressure falling below the 1.80
jevel to touch 1.7965 before closing at 1.7986. Selling by the IMM
in New York on Friday night took the pound down to 1.7940 but hat
J@(chrLd on Monday to trade between 7,80 and 1.81 despite;
‘dollar. Good buying of e ng was seen in New
and sterling touched f.8‘/b but the rate then settl
comfortably half a cent either side of 1.80% for the
the period, helped by th” firmness of sterling inter
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'd B% in Germany(4.29). Against the ECU sterling's
central rate narrowed to %% ihreg~montn Eure= UVJ'
i to close at 15 1/16%. Three-month interbanic
i the forward premium little che
“avour of Londomn.

i

o »

-he sharp reduction® in the
n wasg anui by | >t which was concerned
QLJw“h in the money supply (M1 +$3.4bn.) and the tKGhL]LJ
I; (around 15%%). Those major banks which had earlier

sm to 16%% on Tuesday and
fell %% to 2.3705%
sbank Increasing pres
ned to L3 AGE e

-umours of imminent

A S e e
rates to 16%, increased

thc g

firm. The deutse
ling $50mn
cane 4]11L0u1 anc

e 1

(1.8810) ease

s L\Ilg i

¢
as the adversc LILLelt . rate Gliliele
C




