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THE ECU TREASURY BILL PROGRAMME

You might like to know that I shall be announcing the continuation

of _the Ecu Treasury bill Programme in my Budget statement
tomorrow. This follows the success of the 1initial six month
programhe .

There will be various .changes in the arrangements for the
programme, including The remdval of one firm from the 1list of
market makers and the addition of five new firms. Houses chosen
as market makers for the initial six monthly tenders were those
with a proven track record in the Ecu market, and their selection
was so presented. The five additions are all houses that have in

practiTé bDeen extremely active in distributing and trading Ecu
Treasury bills.

Three of the néw firms are Japanese. There is an argument for
continuing to exclude the Japanese, given our general tactics for
dealing with them in regard to the membership by UK firms of the
Tokyo Stock Exchange. But my conclusion is that it would be very
difficult indeed to do so: the Japanese firms concerned would see
such™ action as Cclrearty—discriminatory given their involvement in
Ecu Treasury bills; and the legal ground on which the Bank would
be standing would be most uncertain. Such discriminatory action
would have damaged our stance against reciprocity in the Community
context without, in my judgement, making any contribution to our
objectives in Japan. Finally, I believe that it'will be to our
financial advantage in that the new firms will add to the




competition at the monthly tenders and so help us

to secure
tighter prices.

The Bank will be starting their consultation process shortly,
although the new Information Memorandum which will 1list all the
market makers will not be published until 28 March.

I am sending a copy of this letter to Geoffrey Howe and the
Governor.
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You wrdte to David Young on 13 March about the ECU Treasury bill
programme.

I accept that there may be strong arguments for including
Japanese market makers. But I have to say that I think it would
have been helpful if we had been consulted about the decision to
include those Japanese firms on the revised list of market
makers for the programme. Equally I am concerned that we should
not overlook the message that we may inadvertently give the
Japanese if we are seen to grant sEecial official status to
further Japanese firms in London while e problem remains of
the outstamatmg—British applicants for membership of the Tokyo
Stock Exchange.

You will recall that the Prime Minister made clear to Takeshita
last year that he must expect to see delays in the handling of
applications by Japanese firms in London, to match the way in
which British firms were treated in Tokyo. I take it from your
letter that the Japanese firms will be offered roles as market
makers. Because of this, I think it will be important to ensure
that any public announcements do not undermine the Prime
Minister's warning to Mr Takeshita.
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the department for Enterprise

I suggest urgent consultation by officials of the relevant
.Departments.

I am sending copies of this letter to the Prime Minister as well
as to Geoffrey Howe and the Governor.
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TONY NEWTON
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