SECRET

PRIME MINISTER

EXCHANGE RATE

You should know that the Lord Privy Seal was asked about

the exchange rate at his lobby briefing this afternoon,

following your Answers in the House about EMS. He made

some unfortunate remarks which were interpreted as implying

that sterling might be overvalued. L)LuvL’7$Qd—Lt/54fj

When this reached the markets, sterling fell 1% cents against

Egé dollar, and 6 pfennigs against the Deutschmark. The

Bank of England spent $20 million in defence of sterling.
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The Treasury then issued a denial that the Government thought
sterling was overvalued, and at 1900 the rate had recovered
by half a cent to $144%, and by 3 pfennigs tovDM3i24§:

6 March, 1986.
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Foreign Exchange Markets: Evening Report date: € Muaqc (A8
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Other countries market intervention ($m equivalent)
Germany - us - Denmark -~ Novway - 80 #
France +i(i Cpm) Japan - Holland -

Italy - Ireland ~70 3 ~'' (*M) Belgium ~12% (bm )
' $ million
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UK reserves transsctions Today This Expected Total for Total

month for rest month since
so far of month (B&C) 1Jun'85

Market Intervention 43 +5i +5] Tod

Off-market Intervention 451 +45 31 -26 - 55

Total Intervention +b% 194 =715

Net Borrowing 14 423 +175
Total change in Reserves +52 Hyy * —40
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Hong Kong Previous Today

s

Hong Kong dollar Kops = -|[OsDO

Hang Seng Index ) 668 -S|

Overnight interbank rate s b/o
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DOMESTIC MARKETS: CLOSING REPORT FOR: [hwuvsdeony & Mave. 1986
7

MONEY MARKETS

Interest rates l O'night | 7 days | 1 month | 3 months | 12 months |

£ Interbank (b ( ) (27/3 (+'1s) | Zq/i(z(—i(\e) [ /2 %3:(=5132) § o ,3)
Euro $ ( ) e ——) 1o (—"he) 1 (—le) 79¢ (Vg )
Differential ( ) +SU3 (4 o) TG 18— )+ G- Thd — 3/32) + 3¢ ( )

Bills (discount rates) Band 1 " Band 2 Band 3 Band 4
(days) (0-14) (15-31) (32-63) (64-91)

Eligible bank bills 2% Y —'ls) (2% fs—Tlee) | Z2—11TR(="2) ((Ye~Ta(3f o)

3 month Treasury bills H”Zu,(—i/‘&,) 3 month Local Authority bills |Z_ (='g)

Bank money market operations (£M)
Bills: [Band 1 | Band 2 | Band 3 | Band 4 |

Dealing rates (23 125 ¢ Ci\2's) Ci2'g)
Official Purchases (+) +67) -+ 38S =) O

Total bills £ 4S2 m bought/s=id
Repurchase £ 337 m unwinding on 2S Meci~n at (276~ /31
Lending £ 25 m

Total operations £ IOS%m against shortage/sgxpFas £ (SO m

STOCK MARKET

FT Ind-ord (Z%A4—19) FTSE 100(S66.{(=3.0) FT Govt Securities %6.38¢0.22)
Gilt Edged Market

Authorities bought/s&fd £ |, © m (net)

(Change on day) " Price £ Yield % Trading

Shorts - e T T T e (1) +0.9 to—0. i

Medlums O to =38 3 0% to—0. 06 fad
Longs 2 g to =+ 1/p —0.03 to—0.co Veu ACHVQ
Undated = s to <4 g m0L S Z - to 0LES

Gilt Futures hiws Long Contract Open_|(|R.00 Close [(7.2% volume 34Y0
Gilt Futures—JTuuwe Short Contract Open_&R <S5 Close ﬁz 43 Volume_SO77

FOREIGN EXCHANGE US RATES

£ Effective 13, 2 (+0.( ) 3 month CD's 1.40 (~0.1%)
$/£ rate l.oS4eS Co.Cmy) 10 yr Tsy Bond RB'e (306 )
DM/£ rate 3 7774 *0.ci07) 20 yr Tsy Bond 23R (+"y )
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SECRET
G1LT-EDGED MARKET : DETAIL -.'

Transactions basis, cash values (£ million); sales + purchases -

ISSUE DEPARTMENT: MARKET TRANSACTIONS Today Bankinglavcin

Gross sales shorts - L +236.2
& 4 mediums eSS iR
" " longs and undated +2471.S
Calls on part-paid Stock sold earlier e
Buying in, other than next maturities 3o, —<402.)
CRND: Market transactions 3 +0 &

Total 'gross' sales e L (L
Buying in of next maturities : S )
Redemptions < g 7=

— 450,

10. Total transactions with market

PRICES/YIELDS OF GILT-EDGED STOCKS
5 years 10 years 20 years

Par yield curve at close last night i0. 362 1C, 124 1.206
at previous close 1 ©.3%77 JO. 0 Q.77133

Representative Stocks Price Yield

11% Exchequer 1991 it2s (— )i0.3) (—— )
9%% Exchequer 1998 QI (+ g ) 10.09 (—0.C%)
11%% Treasury 2003/07 HShH(+3/) 95— )
2% Index-linked 1988 1 1Sidd—8/1) G- 97(+0.16)
2%% Index-linked 2011 (O —(2) 3.T2(+0.03)

TAP STOCKS AND RECENT ISSUES
Yield Issue dept

2'12% 12xc euen, 1GA0 7'/1@“ (@ 3FR—D 26D

Rates on surrender for tax
< 'L }<3. . .3¢6 659 9=-12" mnths
e . 2% 2 s Uy (&
Certificates of Tax Deposit: Purchases 2.)

e o " : Surrenders (.D

KNOWN FUTURE GILT-EDGED TRANSACTIONS

Part Payments (+) Redemptions/expected buy-ins (-)

Banking Ma. —
Banking + 150 —35%
Banking 43 + 249 —

Sales required to meet 'Gross' sales Target for Banking MCWCC\(ZSCD
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