MARKETS ¢ 28 JULY to 3 AUGUST 1982
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MONEY

This week again saw very tight conditions in the noney markets

although Thursday's shortage was much smaller than of late. The

overall cash shortage was more than accounted for by the unwinding

of previous assistance by the Bank, although official sales of

i

gilt-edged stock on Monday also drained cash from the market

The Exchequer position favoured the market ery day but Monday.

Bank gave assistance every day by the outright purchas
In addition on Wednesday, Friday and Tuesday bill

*hased for resale at a future date. The Bank lowerec

ich it accepted offers of bills every dav

these rates now stand at 11 9/16% in band 1. 1%

in band 3 and 11 1/8% in band 4, 3/8 to
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Movements in Eurosterling rates were mixed at the gtart of the

week, but an easier trend was established by the weekend. These
rates were much easier on Tuesday, reflecting the continuing
decline in domestic rates. The three month rate closed 5/16 down
at 11 3/4%.

At the Treasury bill tender on Friday the average rate of discount
fell about 0.125 to 11.0802%.

-

LOCAL AUTHORITY BORROWING

The rate for one year bonds fell by 5/8% to 11 3/8%. Issues
amounted to £19mn (£14.35mn last week) against maturities of
£14.75mn.

GILTS

The market ‘continued to spend the period before the weekend
consolidating its recent gains. Thereafter it resumed its
advance following further encouraginq‘developments in the US.

1989 tranchette was exhausted on Monday and a further tranche

Stock was issued to the Bank yesterday. |

market continued to consolidate its gains of the previcus week
on Wednesday and prices edged higher in quiet trading.
Sentiment was slightly unsettled on Thursday morning by news of
the record US Treasury borrowing for the third quarter. But
prices tended to recover in light trading, helped by the continuing
downward trend in domestic interest rates, and closed with only

slight losses.

The market maintained a firm undertone on Friday, encouraged by
the improvement in US bonds, and prices made small gailns. The
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rally in US bonds on Friday - the market opened firm on Monday
morning. The remaining supplies of the recently issued 1989
tranchette were exhausted (at a price of 93 1/2) and some of the
1998 tranchette was alsc sold. Prices ended the day about 7/16

higher in shorts and up to 3/4 better in longs.

With US rates continuing to fall (as evidenced by a general move

to 15% prime rates), the market tone remained buoyant yes terday

and it was possible to sell a sizeable amount of the 1998 tranchette.
Prices ended the day about 3/8 up in all sections. At the close

the issue was announced of £500mn of 12% Treasury 1987 "A" direct

to the Bank.

Over the week as a whole, yields on shorts fell by a further
1/4-3/8% (to 11 7/8-12% on five-year maturities) while longs
by 1/8-3/16% (to 12 3/4-13% on Z20-year maturities). However,

yields on the indexed stocks continued to ift gently upwards,

ranging from 2.96% (IG 2011) to 3.21 % (IG

EQUITIES

ospects for ecconomic recovery led to duli
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weex. Only vesterday did the market

ieadway, encouraged by the good performance of wall Street

downward momentum

Wednesday saw somewha
day's sharp decline in

mood remained cautious, however,
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On Thursday, the market opened easier following
fall on Wall Street. ICI's disappointing interi

also a dampener on sentiment and the 30-Share
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improved somewhat during the day, helped in late trading by Wall

Street's firm opening, and the Index recorded a small gain.

Yesterday, the market opened sharply higher, reflecting the strong
overnight performance on Wall Street and the continuing downward
trend in interest rates. The CBI survey had already been discounted
and had little additional impact on sentiment. The 30~-Share

Index. rose by 8 points to 566.2, an increase of 4.7 over the week

as a whole. The 500-Share Index was little changed at 369.11.

NEW ISSUES

Queue

Four new issues of £10mn or more were added to the gqueue: these
include “fers for sale of £30mn by INSICO and £60mn by United
International Pictures. The gueue now totals £693mn against

£610mn lasﬁlweek.

decline in yields in recent weeks
loan stock and there are a
s in September (not yet in the queue).

companies - BOC and MEPC.

Net Capital Issues

The net amount of new money raised in

against £274mn last month. The total
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