SECRET

"NOTE FOR WEDNESDAY MEETING
{ARKETS: 1 SEPTEMBER TO 7 SEPTEMBER 1982

MONEY

The collection of Petroleum Revenue Tax over Wednesdeay and Thur SCGay

was fFfollowed by a substantial volume of unwinding assistance after
the weekend to produce tight money conditions over most of this
week. On Monday, payment for official sales of gilt edged stock
also contributed to the shortage.

1
nases

The Bank provided assistance each day through outright purc
of bills at rates unchanged from 27 August. On Thursday
Monday the days of the most severe shortages, bills were also

bought for later resale.

Period interbank rates firmed at the start of the week
influence .of the recent rises in U5 rates but they began to show a
slight easing from Thursday. Nervoushess about the ifuture couvrsae
of US rates, following the larger than expected rise in the money
supply, was reflected in a firm opening on Monday but Lhig was
short-lived and rates resumed theilr slightly easiex trend on
Tuesday as dollar rates softened. The 3 month rate fe

the week, closing at 10 13/16%. The persistent

kept short rates quite firm over most of the week

cased noticably on Tuesday. The 7 day rate showed

1/16 to close at 11 1/16%.

The uncertainty over the direction of US rates euroster!l
rates generally firm and e 23 monith rate roge i, over- th
ending at about 10 7/8%.

At the Treasury bill tender on Friday the averade

foll 0.2222 to 9.6954%.
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SECRET
Take-up of the PWLB's new variable-rate facility remains minimal
and fixed-rate borrowing from the Board has also fallen sharply
of f after one good week.
\

\

GILTS

with the profit—taking of the previous week largely accomplished,
the market became progressively firmer prior to the weekend,
absorbing sizeable of ficial sales on the Friday. The latest rise
in US money supply provoked some uncertainty on Monday, but the
steadier undertone resumed yesterday with the August banking
figures so far causing only a modest reaction.

The market was-duiet on Wednesday but displayed a steadier tone
with the recent profit—taking giving way to limited buying. At
the close selected longs were Uup to 3/4 better although mediums
and shorts were generally little changed.

After another quietly firm day on Thursday, the upward trend
gained momentum on Friday as the market responded tO the renewed
strength of US bonds and the firmness of sterling. Shorts closed
the day with gains of up to 5/8 with longs up to 1 3/8 higher.

gizeable official sales of stock were made.

A more cautious attitude was apparent after the weekend followlng

the latest increase in US M1 which had 1led US bonds to ease from

the best levels late on Friday. prices opened up tO 1/4-1/2

jower on Monday but no selling pressure developed and part of the

early losses wasS regained during the day.

This improvement continued yesterday in quilet trading with the
market encouraged by a slight easing 1n money market rates and,
later in the day. by a firm opening in US bonds. publication of
+he August banking figures caused prices to slip back slightly.

but net gailns of 1/4-3/8 were retained at the official close.

over the week, yields on shorts fell by up to 3/8-1/2 (to around
10 172-11%) while those On longs fell by over 1/4 (to around
11 1/8-11 1/2%) . vields on the indexed stocks were unchandged c©r

glightly higher and now range from 2.83% (IG 2011) to 2. 1783056
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EQUITIES

Supported by a renewed upturh in US equities, the market mov ed
higher over the week with the All-Share Index recording successive
all-time peaks. The upward trend lost some momentum after the
weekend, however, with the narrower 30-5 share Index failing toO

breach the 600-barrier.

The renewed strength on wall SLroet brought a return to firmer
conditions on Wednesday and some buying interest developed. Wwith

stock in short supply the FT 30-Share Index ended 8.9 higher.

The market paused on Thursday after an overnight setback on wall
Street, but moved ahead strongly on Friday as US equities resumed
their upward trend. Defence and electrical stocks were particularly
firm, but banking shares Werc overshadowed by the current inter-—
national debt problems. The 30-Share Index closed 13.3 higher at
sag ¥ . 4ust ‘short of the April 1981 all- time high.

After the weekend, the market marked time as it encountered

profit= taking on Monday. However, selling was not heavy and
the 30-Share Index ended only slightly lower while the All-Share
Index rose to a new all-time high for the fourth suc ccessive

trading session.

After a firm start yesterday when the 30-Share Index

break through the 600- barrier, prices fell back later

following an easier openlng on Wall Street and the news

August banking figures. Defence stocks met SOME profit-takin

but gold shares continued to rise sharply. The 30-Share Ina

ended a net 4.7 down apEa0 2. .8 vise of 16.5 over the week as a
whole. However, as on previous days the All-Share Index continued

to edge higher to a new peak of 359.10.
NEW ISSUES

Issues
QuebecC Hydro's e50mn, 33-year bulldog 1ssue Was launched on
Monday . The issue will be priced to yield 190 basis points over
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night's yields). This brings the rotal foreign of f-take from

market this year to a monthly averagde of about £57mn.

The first stock issue of any issue by @ domestic industrial
ig due tO be launched tomorrow = a

stock by the
35 years and a

company for OVE&rI ten years

placing of (probably) £100 mn of unsecured loan

with a maturity of perhaps

British Oxygen Companyy
in the range of 1-V/4=1 1/2% CVe=

likely yield around 12 1/2% ie

gilts.

-

Queue

e added to the gueue. In the

ated for October: the

ed Bank for £100mn; EIB
Birmingham

No equity 1ssues of significance werl

fixed interest sector, dates were alloc

e standard & Charter
and two local authorities,
with these

prospective issuers ar

. (the sole bulldog) for ¢100mn;
for £100mn and £12mn respectively.

and Newcastle,
« £%.19700 against £937mn last

additions the queue now total
week.

and Lloyds for ¢100mn - are
These are likely to
Tentative

Barclays for ¢150mn

Two other banks -
issues of loan stock.

also contemplating
the gueue.

ber but are€ not yet on
industrial companies

come forward in Novem

iries have also been received from some

(including ICI) but there is nothing definite yet.

(init ALC)
g8 September 1982




Official Stock Transactions and Gilt-Edged Yields

e T e e ——————

(€ million: sales +, purchases - )

1. Transactions (cash value)

oal-Dry Fin year
to date to date

Issue Department
Purchases/sales
Next Maturities ' -l 013
Other short-dated : +1 54130

| + 7

|
Mediums | +2,955
Longs and undate + 641

Total lssue :
Department trans-
actions |

+3,06593

CRND -’ + 199
Redemptions - 530

+3 , 302

e

2. Redemption Yields (tax ignored)

——

31 pugust 7 September Change

11 1/2% Treasury 1985 - 10. 98 .49 ~0.49
12% Treasury 1987 11.45 .06 W
11 3/4% Treasury 1991 13011 .86 3 1%
12 1/2% Exchequer 1994 1.2 U6r3 1.88 T
2% Index-Linked '
Treasury 1996 .06 3.06 N/C

12 1/4% Exchequer 1999 .76 .49 ). %7
14% Treasury 1998/01 S .56 {326
12% Exchequer 2013/17 1.9 .89 2 3
3 1/2% War Loan (Flat Yield) T 10 67 -, 27




Gilt edged yields [F.T. High coupon
I3.,5 -

.19 ysars

/"\
o\ S years
N

‘. Ay,
A 2. Years

Ll
18.5
20

July
Interbank rates

A AR

days

\/\/

\ B months

/_—""—i

I balat Pty 4 laj__LwLﬂin_Jw_lmlu : :_:“ S Cpm— Sl dde _v~-Jf}mJ¥-LhLmlmlewwLanLmJ

20 iy 3 10 . 1 4

18.5

July Sept




