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SECRET

FOREIGN EXCHANGE MARKETS Friday 30 August 1991\3& £
%change UL ™Y

$/currency vV@Jwﬂ{

Previous Today since since since since
close opening close Plaza Paris 16/10/87 5/10/90 @}H

8.30am 4.00pm |

90.7 £ERI 90.8 90.5 -13.3 . -1.1 -3.8
.6880 $/£ 1.6860 1.676 22.6 - ; -12.6
.9354 DM/£ 2.9379 2.9355 -24.9 .

.4275 ECU/£ 1.4291 1.4294

66.4 $ERI 66.7 -32.5 -8.1
1.7390 DM/$ 1.7425 1.,7515 -38.7 -4.1
136.70 Yen/$ 136.9 136.85 -43.2 -10.9

78.61 Yen/DM 78.57 78.13
Sep $20.27 Oct $20.17 Nov $20.17 Spot Brent Sep $20.52 Oct $20.47 Nov $20.40

STERLING WITHIN THE ERM % deviation from £ effective limit

Currency Closing/£ central rate Upper Lower

£/ecu 0.699581 -0.

Ire Punt 1.093637 -0. 1.152974 1.081094 1.16920 1.03710
BFr/Lfr 60.38628 -0. 63.66263 59.6937 64.6050 57.3035
Hf1l 3.30591 -0. 3.485277 3.267994 3.52950 3.13050
Dkr 11.32557 0. 11.94005 11.19567 11.9479 10.5976
DM 2.935514 -0. 3.094784 2.901846 3.13200 2.77800
Lit 2188.018 -0. 2306.732 2162.923 2343.62 2078.79
FFr 9.964658 0.72 10.5053 9.850372 10.50550 9.31800
SPta 182.684 -4.73 192.5958 180.59 203.600 180.590

POSITION VERSUS WEAKEST CURRENCY
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UK RESERVE TRANSACTIONS ($million) End-month
1 Apr 91 position*

Market transactions
Off-market transactions
TOTAL

Net borrowing
(a) To meet forecast government foreign
exchange requirements, market Valuation changes
transactions at present need to
average $60 to 70 million a day TOTAL CHANGE IN RESERVES
to maintain the reserves at a 4==c====a=}
constant level.
(b) Spot transactions only on a value *Estimated. On conventional assumption of
date basis, as in published figures. no further market intervention.

OTHER COUNTRIES MARKET INTERVENTION ($million equivalent)

Belgium Greece Norway -50,-11DM, -35ECU
Canada Holland Portugal +31,+44DM, +39FFc,+7%
Denmark Ireland Spain

France Italy Sweden

The markets were quiet and steady overnight and this morning ahead of a long New York holiday
week-end. In the afternoon the dollar rose on strong US economic data: July leading indicators
+1.2PCT (0.8PCT had been expected): factory goods orders +6.7PCT, the largest rise since December
1970, (+5.7PCT was expected): and the Chicago National Association of Producers Managers' Index at
54.7PCT (52PCT was the top of the range of expectations). Sterling has ended lower against the
firmer dollar and after having been firmer against the Deutschemark during the day has closed
unchanged from Thursday's closing rate.

Rates at 17.05Hrs: $1.6810 DM2.9383 DM/$1.7480 ¥/$136.80 ¥/DM78.26.

Bill Allen on 0737 244847
TEL NO: 270-5558
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SECRET

MONEY MARKETS Friday 30 August 1991

INTEREST RATES
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3 Month Treasury Bills

BANK MONEY MARKET OPERATIONS

Purchases # m Discount Rate on Eligible Bank Bills
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Band 4 (64-91 days)|
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TOTAL BILLS

b= = — }

Repurchase |for resale to market on 4/6 Sep at 10 15/16%
Lending
+

TOTAL OPERATIONS | |Shortage 2200 m

+zs=S=S=S==========4d s=sSssS=S==

US RATES 3 month CDs 10 yr Tsy Bond 20 yr Tsy Bond
R —— e femcccccccc e ——— B
|

Today/Change 5.63 0.00 7.76 -0.05 | 8.01 -0.05 |
- - - e +
GERMAN RATES 3 mth I'bank 35 day REPO (21/8) 63 day (14/8)
$ocmemecccemm—————— S T +
Today/Change | 9.20 0.00 |
g T $rmmmcccc et e m——— S S e -

JUK STOCK MARKET FT Ind-Ord
e o e e s A o o e e o e s A +

Today/Change 2079.3 13.1 2645.7

HONG KONG Previous
Hong Kong Dollar 7.7605
Hang Seng Index 3981.96 3981.96

3 month interbank rate

MARKET COMMENT

GILTS opened unchanged and steadied just below this Level for most of the morning in very
quiet trading as market waited for announcement of funding at 3.30pm. After stronger than
expected US figures gilts fell slightly and at worst market was 3/16 down. There was
hardly any reaction to absence of funding and shorts and mediums closed 1/16 down and
Longs 1/8 softer.

INDEX LINKED opened unchanged and closed 1/8 or so firmer.

EQUITIES traded quietly mixed before some Late improvement; the close was at an all time

NAME : Peter Smith
EXTN: 270 4616
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GILT-EDGED MARKET

Transactions basis, cash values (#m); sales + purchases -
ISSUE DEPARTMENT: TRANSACTIONS SALES PURCHASES

shorts

mediums

longs and undated

index-Llinked

part paid calls

CRND:Market Transactions

TOTALS

Buying-in of next maturities
Redemptions

TOTAL TRANSACTIONS WITH MARKET

Sales required to meet target of

PRICES/YIELDS OF GILT-EDGED STOCKS
Yesterday's close

Par yield (per cent)
Shorts (5 year yields)
Mediums (10 year yields)

Longs (20 year yields)

REPRESENTATIVE STOCKS

10% Conversion 1996
12% Exchequer 1998
11 3/4% Treasury 2003/07

9% Treasury 2008

2 1/2% Index-Linked 2016

2% Index-Linked 1994

GILT FUTURES

Long Contract December

SECRET
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Future calls
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Yield (per cent)
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Peter Smith
270 4616







PRIME MINISTER

ECONOMIC FIGURES THIS WEEK

Today saw the publication of the Producer Price fiqures for

July: 5.9 per cent at an annual rate (slightly up on June's

5.8 per cent figure). The markets will be slightly disappointed
since they were expecting a continuation of the rapid fall seen
last month. The main reason is the increase in food, drink and
tobacco prices partly because last July was an unusually good
month for FDT and that has now dropped out of the annual index;
partly because manufacturers of FDT products have been taking the
opportunity to combine Budget duty increases with price increases
of their own.

The output of production industry: figqures for June are more

encouraging. Manufacturing output is fractionally up on May at

112.7. Manufacturing and energy combined are 3 per cent up on

May.

On Thursday we have the labour market statistics. Seasonally
adjusted unemployment is up 67,800 to 2,368,000. That takes the

rate to 8.3 per cent. The seasonally adjusted rise is slightly

larger than June's, 60,000 but remains consistent with the rate
of growth and unemployment. The unadjusted figures are up
127,000. Earnings. The annualised increase in average earnings

in June was 8.25 per cent (down 0.25 per cent on May).

Thursday also sees the six-monthly CML figure for mortgage

arrears and repossessions. Unsurprising but grim: serious

arrears (ie. those over six months) are up 36 per cent to 218,000
and repossessions are up 32 per cent to 36,000 (0.4 per cent of
all borrowers). The only light on the horizon is the lenders'

comments that short term arrears have now peaked.

On Friday is the RPI. €SO now think it will be 5.5 per cent
(which means we can not quite say that it has halved since last

September). But it is in line with the market's expectations. I

SECRET




had a word with Jeremy Heywood in the Chancellor's office about
interest rates. The Bundesbank (yes again!) are due to decide
their rates on Thursday. The strong expectation is of a rise in
discount rate and of at least a half per cent on their Lombard

rate. Treasury are confident that sterling could weather half a

per cent on Germany's Lombard rate (unlike some other European

currencies) because a rise of that level has already been
discounted in the market. Whether or not the Bundesbank put up
their rates, the Chancellor is not thinking in terms of any
further reductions in our interest rates this month. He will
want to discuss the scope and timing of further cuts with you at

one of your bilaterals early next month.

DOMINIC MORRIS
13 Augqust 1991
c:\parly\figures (slh)




SSECRET

MG EVENING REPORT
FOREIGN EXCHANGE MARKETS Wednesday 31 July 1991 3"’]
B schange
$/currency
Previous Today since since since since
close opening close Plaza Paris 16/10/87 5/10/90
8.30am 4.00pm

90.9 L£ERI 9470 90.85 -13. . =0. -3.
1.6830 S/L 1.6865 1.684 23. 2 i -12.
2.9410 DM/£ 2.9404 2.9403 -24. . -1. -0.
1.4342 ECU/£ 1.4318 1.4314

66.85 SERIL 66.79 -32.4 -8. -4.
1.7475 DM/$ 1.7435 1.746 -38.9 -4, -3.
137.80 Yen/$ ¥3748 I87.5 -42.9 -10.
78.86 Yen/DM 79.01 78 .75
Aug $19.37 Sep $19.37 Oct $19.40 Spot Brent Aug $19.70 Sep $19.72 Oct $19.75

STERLING WITHIN THE ERM % deviation from £ effective limit

Currency Closing/£ central rate Upper Lower

f£/ecu 0.698634 -0.25

Ire Punt 1.100294 -0.08 1.154905 1.079042 1.16920 1.03710
BFr/Lfr 60.55664 -0.47 63.56225 59.38703 64.6050 57.3035
Hfl 3.314954 -0.27 3.479485 3.250928 3.52950 3.13050
Dkr 11.38299 1.16 11.94797 11.16314 11.9479 10.5976
DM 2.940264 -0.33 3.086198 2.883475 3.13200 2.77800
Lit 2194.252 -0.59 2303.159 * 2151 .871 2343.62 2078.79
FFr 9.997066 1.04 10.49325 9.80398 10.50550 9.31800
SPta 184.1454 -3.97 19322854 180.59 203.600 180.590

POSITION VERSUS WEAKEST CURRENCY
0 i 2 3 4 o
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UK RESERVE TRANSACTIONS (Smillion) End-month
position¥*

Market transactions (b)
Off-market transactions
TOTAL

Net borrowing
(a) To meet forecast government foreign
exchange requirements, market Valuation changes
transactions at present need to
average $60 to 70 million a day TOTAL CHANGE IN RESERVES
to maintain the reserves at a
constant level.
Spot transactions only on a value *Estimated. On conventional assumption of
date basis, as in published figures. no further market intervention.

OTHER COUNTRIES MARKET INTERVENTION ($million equivalent)

Belgium Greece

Canada Holland Portugal +11,+90DM, +11Ff, +13£
Denmark Ireland Spain

France Italy Sweden -52, -17£

Germany

MARKET COMMENT
The markets have been very quiet. There was little reaction to US economic data released this
afternoon : the small volumes of trade that have been conducted have been largely technical in
nature. The pound remained steady against the dollar and the mark.

Rates at 17.40 hrs : $1.6835 DM2.9402 DM/$1.7465 Y/$137.35 Y/DM78.64

Terry Smeeton on 0732 461216 L A Hooson
TEL NO: 270-5558
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MONEY MARKETS Wednesday 31 July 1991

INTEREST RATES
Eurodollar

— b — F— +— +
do—t— o — o — 4

3 Month Treasury Bills 10 15/32 10 13/32
T e e e i s i i B iy el e g . I e S e e

BANK MONEY MARKET OPERATIONS

Purchases £ m Discount
o o i A, e e e i e

Band 1 (0-14 days) |10 7/8

Band 2 (15-31 days)|

TP o o o A e o e’

Band 3 (32-63 days)|

A o e o o 0 e o

Band 4 (64-91 days)|
TOTAL BILLS

Repurchase
+

Lending |
+

TOTAL OPERATIONS |Shortage

US RATES

GERMAN RATES 28 day REPO (17/7)
fermc e ccc e e c e +

HONG KONG Previous
Hong Kong Dollar 7.7545
Hang Seng Index 4031.29 4009.58

3 month interbank rate

MARKET COMMENT

GILTS opened unchanged and for most of the morning traded 1/6 or so below this level.
After the weak US factory orders figures, the market followed the US and also gained

encouragement from the better than expected tender for the latest German issue. The

market closed at its best levels, with shorts unchanged, mediums up 1/6 and longs 1/8

firmer.

INDEX-LINKED opened unchanged and closed up to 1/4 softer.

EQUITIES opened better but again failed to stay above 2600 losing ground steadily-in
the afternoon as Wall Street was slightly weaker.

Sakeena Ali
270 5193

S ECRET
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GILT-EDGED MARKET

Transactions basis, cash values (£m); sales + purchases -
ISSUE DEPARTMENT: TRANSACTIONS SALES PURCHASES

shorts

mediums

Longs and undated

index-linked

part paid calls

CRND:Market Transactions

TOTALS

Buying-in of next maturities
Redemptions

TOTAL TRANSACTIONS WITH MARKET

target of

PRICES/YIELDS OF GILT-EDGED STOCKS
Yesterday's close

Par yield (per cent)
Shorts (5 year yields)
Mediums (10 year yields)

Longs (20 year yields)

REPRESENTATIVE STOCKS

10% Conversion 1996
12% Exchequer 1998
11 3/4% Treasury 2003/07

9% Treasury 2008

2 1/2% Index-Linked 2016

2% Index-Linked 1994

GILT FUTURES

Long Contract September

S'ECRET
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Future calls
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Change from
yesterday's close

Price (£/32)

b — b — o — p— 4 — ¢

Yield (%)

Sakeena Ali
270 5193
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. PRTME MINISTER

WEEKLY REPORT

A quiet week on the foreign exchange markets. UK equities have

pushed further ahead. O0il prices have fallen back a little.

Exchange Rate

Over the week:

the ERI has fallen slightly from 91.1 to 90.9;

the dollar/sterling rate has risen fractionally from
$1.686 to $1.69; and

sterling has fallen a little, against the DM, from
DM2.955 to DM2.936.

The most significant influence in the exchange markets has been
renewed speculation over a rise in DM interest rates. It now
seems unlikely there will be any change - at least until

September.

Interest Rates

UK money market rates have remained more or less unchanged (at
111/16 for the three-month rate); they remain consistent with the
11 per cent base rate. There have been no important movements in

interest rates abroad.

Equities

Equities have continued to be buoyant over the week. They have
put on a further near 50 points to finish at 2589.3 on the FTSE
index. Stock market developments are of course a good lead

indicator of activity.

0il Prices

0il prices have slipped just a little back below $20. Today the
spot o0il price was $19.70.

BARRY H. POTTER

26 July 1991 a:\report.vlb




' PRIME MINISTER

WEEKLY REPORT

The main development this week has been the further strengthening
of sterling and the weaker dollar. Though equities faded a
little over the last two days, the stock market put on over fifty

points in a week. O0il prices continued to firm.

Exchange rate

Over the week:
the ERI has risen from 90.4 to 91.1;

the dollar/sterling rate has strengthened from $1.646
to $1.686; and

sterling is a little up against the DM at DM2.955.

The dollar weakness reflects some perceived risk of a further cut
in US interest rates. Correspondingly, there is also a risk of
higher DM interest rates. The $/DM relationship dominates the

exchange markets.

Interest rates o
UK money market rates remain consistent with the 11 per cent
base rate. The three-month money market rate is 111/32 per cent.

No important movements in interest rates abroad.

Equities R

Despite the slight shading down towards the end,ef the week
equities rose strongly finishing at 2541.5 on the FTSE index.
At over 2550 on Wednesday, the index was at an 18-month high.

Stock market developments are a good lead indicator of activity.

0il Prices

0il prices are still firming. Today they were just over $20 per
barrel for the first time since January.

BARRY H. POTTER

19 July 1991 c:\economic\market (slh)




‘ PRIME MINTISTER

WEEKLY REPORT
The main developments this week took place today - the %% cut in
UK base rates and the concerted action, led by the Bundesbank, to
sell dollars. Sterling ended up higher over the week, mainly
through appreciation today. Equities are little changed. 0il

prices are a fraction higher.

Exchange rate

Over the week:
- the ERI has risen from 89.8 to 90.4;
- against the dollar sterling has risen from $1.615 to
$1.646; and
sterling is more or less unchanged against the DM, at
DM 2.950.

The action all took place today. The %% cut in UK interest rates
had no deleterious effect on sterling: but it initially remained
firm - and then rose alongside other European currencies as the
dollar weakened. The RPI announcement had no observable impact.

Sterling is now the fourth strongest currency within the ERM.

Interest rates

UK money markets followed the cut in base rates. The three-month
money market rate is 11%, down 1/8th% from last week.

Abroad, as you well know, the main development was the absence of

any rise in the German discount rate.

Equities

Though equities faded a little over the day, the Stock Exchange
has been relatively firm all week. The FTSE index ended some 13
points higher than last week at 2497.4.

0il prices

O0il prices have risen by just under 1$ to stand at $19.62 per

barrel.

BP -

12" July 1991 jd c:\wpdocs\economic\weekly
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PRTME MINISTER

WEEKLY REPORT

Foreign exchance markets have remained relatively stable -
despite the cut in Japanese interest rates and some uncertainty
about Bundesbank intentions. Sterling is little changed overall:
firmer against the DM, weaker against the dollar. UK equities
rose. O0il prices were little changed.

Exchange rate

Oover the week:
- the FRI has risen fractionally from 89.6 to 89.8;
- agairst the dollar sterling has drifted a little lower
from $1.6215 to $1.615; but
sterling has firmed against the DM, rising from
DM 2.9382° to DM 2.953.

The main event has been the unexpected cut in Japanese interesﬁ//,d
rates. There is still uncertainty on DM rates ahead of the

critical meeting on 11 July. Yet the consensus amongst market
commentators is that no rise will be possible before the July
Summit.

Despite earlier suspicions in the market that UK rates would be
cut, sterling firmed towards the end of the week. The pound has
risen two places in the ERM league table.

Interest rates

UK money markets have fallen - the three month money market rate

is now at 11#%%, signalling a further %% cut in base rates.

Abroad the main development was the rise in Japanese interest
rates.




‘ Equities
Equities reversed much of the fall over the last fortnight. On

the FTSE Index, a rise of 70 points was recorded, taking the
Index to 2484.7.

0il Prices

0il prices were a little higher at $ 18.75 per barrel.

BARRY H. POTTER
5 July 1991

tmw a:\weekly




PRTME MINISTER

WEEKLY REPORT

The foreign exchange markets have been relatively quiet all week.
Sterling is little changed. UK equities have fallen further over
the week, however, down by 70 points on the FTSE 100 index. O0il

prices are unchanged.

Exchange Rate

Over the week:

the ERI has eased marginally from 89.7 to 89.6;

the sterling/dollar rate has drifted from $1.63 to $1.6215;

against the deutschmark sterling has hardened fractionally
from DM 2.933 to DM 2.9382.

Following the G7 meeting last Sunday the markets have been
remarkably quiet. After testing whether there was an effective
cap at $/DM 1.80, the markets rapidly quietened. It became clear
fairly early there would be no rise in German interest rates.

Sterling has been on the sidelines.

Interest Rates

UK money market rates have been relatively stable. In fact, they
have hardened fractionally with the three-month money market

rate rising by around 1/8% to 1119/64ths.

Abroad there have been no significant developments in interest

rates.

Equities

Last week the FTSE index lost nearly 40 points. This week it has
drifted down further recording a total loss of 70 points. So in




two weeks equities have fallen by 100 points, i.e. roughly 5%.

Some bad results, e.g. Burton, and some further Rights issues

have depressed the market.

0il Prices

0il prices are more or less unchanged at $18.27 per barrel this

week.

BARRY H. POTTER

28 June-1991

c:\wpdocs\economic\weekly.dca




PRIME MINISTER

WEEKLY REPORT

Ater falling further at the beginning of the week, sterling
recovered later to end up more or less unchanged over the week as
a whole. But financial markets remained troubled. UK equities

fell by nearly 40 points. O0il prices moved up a little. v

Exchange Rate

Over the week:
= the ERI has eased marginally from 89.8 to 89.7;
- the sterling dollar rate has eased from $1.6375 to
$1.63;
against the DM, sterling is more or less unchanged at
DM 2.933.

The strength of the dollar and weakness of the DM have dominated
the foreign exchange markets. Sterling has been carried on the
coat-tails of the DM all week. But general market perception is
that, not least because of recent exchange market developments,
the likelihood of an immediate cut in UK interest rates has
receded.

Interest Rates

UK money market rates have been relatively stable all week. They
ended up at 113/16 per cent( the same as last Friday)for the
three month inter-bank rate.

Abroad there have been no significant developments in interest
rates. The putative rise in Spanish rates did not materialise.
The threat of a rise in German rates receded at news of the G7

meeting (see separate note).

Equities

The markets have been relatively quiet all week. Equities have
drifted lower, however, to finish at 2487.5 on the FTSE 100 index
- a drop of nearly 40 points on last Friday.

0il Prices

0il prices have firmed a little from $17.85 per barrel last week
to $18.37 this week.

“Eire

(BARRY H. POTTER) 21 June 1991 c:wpdocs\economic\mr (srw)




PRTME MINISTER

WEEKLY REPORT
Sterling has fallen over the last week. UK financial markets
remain uneasy. Equities are little changed, while o0il prices

slipped a little.

Exchange rate

Over the week:

the ERI has fallen from 91.0 to 89.8;

the sterling/dollar rate has fallen from $1.6745 to $1.6375;

against the deutchmark sterling has fallen by nearly
3 pfennigs from DM 2.9588 to DM 2.9303; and sterling has
fallen to third bottom of the ERM league table.

While the strength of the dollar remains the dominant feature of
the foreign exchange markets, the unease on sterling last week
was translated into a substantial fall today. The main reason
of course was an expectation of lower UK interest rates. As you
know 2.30 lending was undertaken on a ten day basis to help

reassure the markets that no cut was imminent.

However you are aware of the Chancellor/Bank's concern about too
early a cut. In that context it is interesting tc note that,
despite a fall of nearly two pfennigs against the DM today, Bank
intervention appears to have been on only a very modest scale
i.e. little was done to support sterling.

Interest rates

Earlier in the week the UK three month inter-bank rate dropped in
anticipation of a cut in base rates today. Since then the
various signals through money market lending have sitrengthened

the rate. At 11 3/,4ths today it remains consistent with the




11% per cent base rate.
There have been no major developments on interest rates abroad,

though there is some speculation of a fall in Spanish interest
rates.

Equities

The FTSE index has risen by 16 points over the week to stand at
252213

0il prices

0il prices continue to slide and have now fallen below $18 per
barrel to stand at $17.85.

o

(BARRY H. POTTER)
14 June 1991

c:\wpdocs\economic\markets




"RIME MINISTER

WEEKLY REPORT

Sterling has weakened a little further over the last seven days.
UK financial markets remain uneasy. Equities are little

changed: o0il prices have eased.

Exchange rate

Over the week:

- The ERI has fallen from 91.1 to 90.9;

- The Sterling/Dollar rate has fallen from $1.703 to
ST 267455

- Against the DM, Sterling has remained more or less

unchanged at just under DM 2.96, and;

- Sterling has been at position 3 or 4 in the ERM league
table.

The exchange markets are dominated by the Dollar/DM relationship.
There is little attention to Sterling: but the Bank reports
financial markets are uneasy on Sterling, mainly because of

increased political uncertainty.

Interest Rates

There have been no important developments in interest rates this
week either here or overseas. At 111/4 per cent, the UK three
month inter-bank rate is consistent with the present base rate.

Equities
The FTSE index has put on six points over the week to close at
295063 <

0il Prices

0il prices have lost about 70 cents to stand at $18.32 per
barrel.

ke

BARRY H POTTER
7 June 1991 c\economic\weekly (kw)




PRIME MINISTER

WEEKLY REPORT

Sterling has weakened over the last seven days. There is a hint
- no more than that - of a less favourable sentiment on
sterling. Equities have risen a little. O0il prices are more or

less unchanged.

Exchange rates

Over the week:
- the ERI has fallen from 91.7 to 91.1;

the sterling/dollar rate has fallen from $1.7315 to
$1.703;

against the DM, sterling has weakened from DM2.9574 to
DM2.953 and has, over the last 48 hours, dropped from

time to time below its central rate; and

sterling has slipped further in the ERM league table
from -No: -3/ to-No.. .4

Interest Rates

Following last week's cut in UK rates, money market rates have

drifted down over the week. At 11jeper cent, the three month

interbank rate is fully consistent with the 11.5 per cent base

rate.

There have been no major changes in overseas interest rates.
Equities

The FTSE 100 index has gained a further 30 points to stand just

below 2500 today.

0il prices

0il prices are more or less unchanged at $19.02 per barrel.
BARRY H. POTTER
31 May 1991 c:\economic\weekly (slh - jd)
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MG EVENING REPORT

FOREIGN EXCHANGE MARKETS Friday 31 May 1991

%change
$/currency

Previous Today since since since since

close

913
.7145
.9507
.4341

66.1
1.7210
137.90

80.13

£ERI
$/L
DM/£
ECU/L

SERI
DM/$
Yen/$
Yen /DM

opening
8.30am

91, 2
1.7105
2.9498
1.4364

1.7245
138.0
80.00

Jun $18.75, Jul $19.22, Aug $19.50

STERLING WITHIN THE ERM

Currency
£/ecu
Ire Punt
BFr/Lfr
Hfl

Dkr

DM

Lit

FFr

SPta

Close
0.696711
1.102622
60.72898
3.325107
11.32239
2.953002
2189.206
10.00767
182.6467

close
4.00pm

91.15
1,703
2.953
1.4353

66.4

1.734
138.35
79.79

Spot Brent

Plaza

-12.7
24.5

-24 .4

-32.
=39.
-42.

Paris 16/10/87

-0.
2.
-1.

=-8.
-5.
-9.

=4’
=35
=3

Jun $19.02 Jul $19.37 Aug $19.65

£ deviation from
central rate (%)

£ effective limit
Upper Lower

0.03
0.13
-0.19
0.04
0.62
0.10
-0.82
Tl
-4.75

1.157449
63.74869
3.490446
11.88539
3.099838
2298.063

10.5053
191.7287

1.090198
60.04471
3.287641
11.19482
2.919728
2164.539
9.894917

180.59

£ limit
Upper

1.16920
64.6050
3.52950
11.9479
3.13200
2343.62
10.50550
203.600

5/10/90

1.03710
57.3035
3.13050
10.5976
2.77800
2078.79
9.31800
180.590

POSITION VERSUS WEAKEST CURRENCY %
1 3 4 5
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PTa
LIt
BFr/LFr
GBp
HF1
DMk
IPt
DKr

CORKKHKKEKEM

UK RESERVE TRANSACTIONS ($million) End-month

position*
Market intervention (b)
Off-market transactions
TOTAL
......... 4======s==4¢

Net borrowing

(a) Spot and forward transactions
on a done date basis.

Valuation changes

TOTAL CHANGE IN RESERVES

+===m=z===m=4s

(b) Spot transactions only on a value
date basis, as in published figures.

*Estimated. On conventional assumption of
no further market intervention.

OTHER COUNTRIES MARKET INTERVENTION ($million equivalent)

Belgium
Denmark
France

Germany
Holland

Ireland
Italy
Portugal
Spain
Greece
Finland

The dollar and yen gained a little on the mark overnight on comments
that President Gorbachev's future was looking increasingly uncertain, with some selling of Mark
for Yen by Japanese Investors. In London the dollar also gained on a number of positive economic
reports on the US economy. Sterling remained weak in New York, closing at DM2.9446, but has
benefitted today from the stronger dollar, ending a little over DM2.95. However, general sentiment
on the pound is still reported to be bearish.

by the outgoing CIA director

Rates at 17.50Hrs: $1.7005 DM2.9572 DM/$1.7390 ¥/$138.30 ¥/DM79.53

Terry Smeeton on 0732 461216 Miss F Miller

TEL NO: 270-5755

V@ MU
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MONEY MARKETS Friday 31 May 1991

INTEREST RATES
Eurodollar

1 5/16
U o i o e e
[ 11 7/16
. am i e o 8, -

o— o — o — +
o — o — o —

3 Month Treasury Bills

MONEY MARKET OPERATIONS

Purchases £ m Discount Rate on Eligible Bank Bills

_____________________________________ +

1 (0-14 days) 1V /2. «135/8
e ——————— o +

2 (15-31 days)| |11 5/16 11 5/32 - 1/8
O i s A e T +

3 (32-63 days)| 11 - 10 15/16
G e e e e o e - +

4 (64-91 days)| 10 7/8 - 7/32
________________ -
TOTAL BILLS . ie,91%

Repurchase
Lending

TOTAL OPERATIONS

US RATES 3 month CDs 10 yr Tsy Bond 20 yr Tsy Bond
N S E SR S . +
Today/Change . 0.08 | 8.04 -0.02 | 8.22
R — R —— $eccmcccccccccccea- -
GERMAN RATES 3 mth I'bank 35 day REPO (22/5) 63 day
+ +
Today/Change

HONG KONG Previous

Hong Kong Dollar 7.315
Hang Seng Index 3679.72 3707.01

3 month interbank rate 8 15/32

MARKET COMMENT

GILT edged market opened unchanged in shorts and 1/8 firmer in medium and lLongs on some
foreign buying after the overnight improvement in the US bond. The buying was not
sustained and the market drifted back; at worst it was an 1/8 down but there was some
support at these lLevels. After the stronger than expected US figures for lLeading
indicators the market was held down by the weakening US market and it closed broadly
unchanged through the List in conventionals.

INDEX-LINKED opened unchanged and closed up to 1/4 down.

EQUITIES opened firmer after the better performances in New York and Tokyo but failed to
hold the best Levels of the day.

—————————— e

NAME: Sakeena Ali
EXTN: 270 5560

SECRET
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GILT-EDGED MARKET
Transactions basis, cash values (£m); sales + purchases -

ISSUE DEPARTMENT:TRANSACTIONS SALES PURCHASES

+
]
1
]
1
]
1
1
1
1

shorts

mediums

longs and undated
index-Llinked

part paid calls
CRND:Market Transactions

TOTALS

Buying-in of next maturities
Redemptions

TOTAL TRANSACTIONS WITH MARKET

o b b b o o o o — o — 4 — 4
Fom o e o o o o o o — o —  — 4

+

Future calls |
+

Sales required to meet target of | |

PRICES/YIELDS OF GILT-EDGED STOCKS Change from
Yesterday's close yesterday's close

Par yield (per cent) Price (£/32) Yield (%)
Shorts (5 year yields)
Mediums (10 year yields)

Longs (20 year yields)

REPRESENTATIVE STOCKS

10% Conversion 1996

12% Exchequer 1998

11 3/4% Treasury 2003/07
9% Treasury 2008

2 1/2% Index-Linked 2016
2% Index-Linked 1994

b = — o — b — +— +
b b o — o — —
b o o o o — o — 4

GILT FUTURES

Long Contract September

Sakeena Ali
270 5560
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PRIME MINTSTER

WEEKLY REPORT
Despite today's l/2% cut in UK rates, sterling has held up at

broadly the same level as last week. Equities are a little

higher, while o0il prices are more or less unchanged on last week.
Exchange Rates
Over the week:

the ERI ended up unchanged at 91.7;

the dollar/sterling rate has firmed a little from
$1.7175 to $1.7315;

against the DM, sterling has weakened from DM2.9739 to
DM2.9574;

sterling has slipped fractionally in the ERM league

table from number 2 to number 3.

Immediately after the 1/5% cut in the UK rate, sterling held up
well. But it weakened against the deutschmark by around
1 pfennig over the course of the day. However, that was mainly

reflection of dollar weakness.

Interest rates

The 1/2% cut in UK base rates went ahead smoothly today. Money
market rates had already discounted the move from the middle of
the week.

Although the Danes cut their interest rates earlier this week,
the plan for a co-ordinated U.K. move with the French today did
not come off. The main reason was the peseta constraint on the
French franc: indeed at times the franc was technically outside
the 6% ERM margin over the course of the day.




Equities

The FTSE 100 Index has recovered around 17 points of the 70
points lost last week, to stand at 2471.1.

0il Prices

0il prices are more or less unchanged at $18.87 per barrel.
0il price has now held below $19 per barrel for the last
fortnight.

o

Barry H. Potter

24 May 1991

a:\weekly.dsg




PRIME MINISTER

////
-

WEEKLY REPORT

A fairly quiet week with no major changes in exchange rates or

interest rates. Both equities and oil have eased from last week.

Exchange Rates

Over the week:

- the ERI has risen a little from 91.6 to 91.75

- the dollar-sterling rate has risen from $1.713 to $1.7175

- against the DM, sterling has gone up half a pfennig from DM
2.969 to DM 2.974
sterling has moved up to being the second strongest currency
within the ERM.

Interest Rates

There have been no major changes in the UK or overseas interest

rates this week. The three-month money market rate has firmed

slightly to 115/8 per cent, still consistent with a 12 per cent

base rate.

Equities
Despite a rally in mid-week, equities have weakened overall and
the FTSE index has dropped 70 points to 2454.

0il Prices

Oil prices are 80 cents lower than last week, dropping to $18.95

a barrel.

(DOMINIC MORRIS)
17 May 1991
c:\wpdocs\parly\weekly (srw)




PRIME MINISTER

Weekly Report
A quiet week - there have been no important movements in

exchange rates, interest rates, equities or oil prices.

Exchange Rates

Over the week:

S

the ERI has risen a little from 91.2 to 91.5;

the dollar/sterling rate has risen from $1.699 to

S1v7d3

against the DM, sterling has remained broadly constant,
moving only from DM2.965 last Friday to DM 2.9686 at

close tonight;

sterling remains the third strongest currency within

the ERM.

Interest Rates
There have been no major changes in UK or overseas interest

rates this week. The 3-month money market rate at 11.5 per cé%t

is still consistent with a 12 per cent base rate. The Bank's

money markets operations today were conducted in a way designed

to indicate no imminent cut in interest rates.

Equities
Equities have been quiet all week. The FTSE index has moved up

just 1.5 points to 2524.3.

0il Prices

0il prices are stable, ending the week at $19.77 per barrel, just
27 cents above last week's figure.

b5

Bﬁggf H. POTTER

10 May 1991 c:\economic\morey (slh)




PRIME MINISTER

WEEKLY REPORT

The main development this week was the unexpected cut in the
federal discount rate on Tuesday. Sterling has not reacted today
to the local election results.

Equities and oil prices remain quiet.

Exchange markets

Over the week:

the ERI has risen a little from 90.8 to 91.2;

the dollar/sterling rate has risen from $1.686 to
$1.699 (though it was over $1.72 between Tuesday and
opening today) ;

against the DM, sterling fell below its central rate
briefly during the week; but it recovered to finish at
DM 2.9614 compared with DM 2.965 last Friday;

sterling has moved from fourth to third strongest
currency within the ERM.

The main development has been the strengthening of the
deutschmark and the inevitable weakening of the dollar. Sterling
has been on the sidelines but was unaffected by local election

results.

Interest rates

UK interest rates have fallen a little over the week. The three
month money market rate is down from 1125/32 to 119/16. It is
towards the lower end of the range consistent with a 12 per cent

base rate.

The main development overseas was the half point cut in the
federal discount rate, which has been translated into market

interest rates in the US. German rates remained unchanged.




Equities

After a few weeks of drifting down gently, equities recovered
this week. On the FTSE index, equities are up by 50 points to
295227

0il prices

0il prices remain broadly stable at $19.50 per barrel.

T

BARRY H. POTTER

3 May 1991

C:\economic\market (pmg)




'OREIGN EXCHANGE MARKETS . Tuesday 30 April 1991
%change
$/currency
Previous Today since since since since
close opening close Plaza Paris 16/10/87 5/10/90
8.30am 4.00pm

90.7 £ERI L b Lo 91.4 o B 58 . -0. -2.9
.6720 S$/L 1.6990 .7205 25 ¥ =, -10.3
.9686 DM/£ 2.9673 .9627 -24. . -1. 0.5
.4395 ECU/£ 1.4392 .4391

67.2 SERI 65.9 -33.3 -9. -5.
L7725 DM/$ 1.7465 1.722 -39.7 -5. -4.
138.40 Yen/$ 137.3 136.55 -43.3 -11. -4.

78.08 Yen /DM 78.59 79.30
May $20.02 Jun $19.67 Jul $19.95 Spot Brent May $19.82 Jun $19.52 Jul $19.20

STERLING WITHIN THE ERM f deviation from £ effective limit

Currency Close central rate (%) Upper Lower

£/ecu 0.694855 .29 - - - -
Ire Punt 1.10643 .48 1.161093 1.093028 1.16920 1.03710
BFr/Lfr 60.9057 .10 63.91472 60.16793 64.6050 27+ 3035
Hfl 3.336049 =37 3.500865 3.295638 3.52950 3.13050
Dkr 11.32433 .64 11.8838 11.18715 11.9479 10.5976
DM 2.962701 .43 3.109072 2.926812 3.13200 2.77800
Lit 2188.906 .83 2297.048 2162.391 2343.62 2078.79
FFr 10.01072 .18 10.5053 9.889466 10.50550 9.31800
SPta 182.8031 .67 191.8344 180.59 203.600 180.590

BHOOOOOOO

POSITION VERSUS WEAKEST CURRENCY %
0 1 2 3 4 5 6
B e o o S S o o S S UL AU
DR R i o i S S A S S

R R

R R R R

EEE A

R E

T

OCOOOOKHKHEFEW,

UK RESERVE TRANSACTIONS ($million) End-month
position¥*

Market intervention
Off-market transactions
TOTAL
Net borrowing
(a) Spot and forward transactions Valuation changes

on a done date basis.
TOTAL CHANGE IN RESERVES

(b) Spot transactions only on a value *Estimated. On conventional assumption of
date basis, as in published figures. no further market intervention.

OTHER COUNTRIES MARKET INTERVENTION ($million equivalent)

Belgium Ireland -31 Canada
Denmark Italy +11ECU Japan
France Portugal Norway
Germany Spain Sweden
Holland

MARKET COMMENT
The market was still uncertain as to reaction to the G7 discussions and with awareness of the
i weakness of the US economy. the dollar was subject to profit-taking overnight and this morning.
?< ( This afternoon the Fed. cut the US discount rate another 1/2PCT to 5 1/2PCT and the dollar fell
once more. Sterling is holding up well depite the weakness of the dollar.

Rates at 17.05Hrs: $1.7225 DM2.9593 DM/$1.7180 ¥/$136.30 ¥/DM79.34.

Terry Smeeton on 0732 461216 J.E.Crane.
TEL NO: 270-5556
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MONEY MARKETS Tuesday 30 April 1991

INTEREST RATES
£ Interbank Eurodollar

11 21/32

B e G et e e e g s T o e e
11 5/16

T i s - ) Sl M Tl

o — o — o — 4
+—— — 4 — +

3 Month Treasury Bills

BANK MONEY MARKET OPERATIONS

Purchases £ m Discount Rate on Eligible Bank Bills
R S T R e R ) 1M 1361106 |
""""" sz
""""" | e
""""" oy P

_____________________________________ +

Band 1 (0-14 days)

Band 2 (15-31 days)|

s o o o b o i 0 A i

Band 3 (32-63 days)|

i o o ot e e

Band 4 (64-91 days)|

+— +— +— +— +

TOTAL BILLS
Repurchase
Lending

TOTAL OPERATIONS

US RATES 10 yr Tsy Bond 20 yr Tsy Bond
e T S +

Today/Change . . . 0.00 8.21 -0.01
GERMAN RATES 3 mth I'bank

P ——————— -

Today/Change | : -0.10

_______________________________________ o o e e ) e g
JUK STOCK MARKET FT Ind-Ord

Today/Change

HONG KONG Previous

Hong Kong Dollar 7.795

Hang Seng Index 3624 .72 3588.36

3 month interbank rate

MARKET COMMENT

GILTS opened 1/16-1/8 up through the List and traded very quietly thereafter. The low was
down 1/4 before cut in US discount rate brought market back to above opening levels.
Shorts and mediums closed 1/8-1/4 better, longs up 1/8.

INDEX-LINKED closed 1/4 down.

EQUITIES loss ground on continued worries ahead of local elections but made partial
recovery after 1/2% US interest rate cut.

Sakeena ALi
EXTN: 270 5560

SECRET
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GILT-EDGED MARKET
Transactions basis, cash values (£m); sales + purchases -

ISSUE DEPARTMENT : TRANSACTIONS SALES PURCHASES

+
1
1
i
1
1
1
1
1
1

shorts

mediums

Longs and undated
index-Llinked

part paid calls
CRND:Market Transactions

TOTALS

Buying-in of next maturities
Redemptions

TOTAL TRANSACTIONS WITH MARKET

b — b — b — b — b — b — b — b — — 4 — 4

b b b — b o o d— b —  — 4
+— F— b — b — o o — b — f— — 4 — 4

Sales required to meet target of

PRICES/YIELDS OF GILT-EDGED STOCKS Change from

Yesterday's close yesterday's close
Par yield (per cent) Price (£/32) Yield
Shorts (5 year yields)
Mediums (10 year yields)

Longs (20 year yields)

REPRESENTATIVE STOCKS

10% Conversion 1996

12% Exchequer 1998

11 3/4% Treasury 2003/07
9% Treasury 2008

2 1/2% Index-Linked 2016

2% Index-Linked 1994

b— b — b — b — b — — +
b — d— o — 4+ — +
bt — o — d— o+ — +— +

GILT FUTURES

Long Contract

Sakeena Ali
270 5560
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PRIME MINISTER

WEEKLY REPORT: FINANCIAL, MARKETS

Two main developments this week: the dollar continued to

strengthen, while sterling showed unexpected weakness yesterday.

There have been no major changes in interest rates, equities or

oil prices.

Exchange Markets

Over the week:

the ERI has fallen by over a point from 92.2 to 90.8;

the dollar/sterling rate has fallen from $1.726 to
$1.686;

against the DM, sterling has fallen from DM 2.99 to
DM 2.956;

sterling has dropped from second to fourth strongest
currency within the ERM.

The dollar has remained strong and the DM weak. There is a
continuing perception that the underlying growth of the US

economy is firm.

Yesterday sterling fell sharply, first in response to adverse
political and economic perceptions, then later as a direct result
of Saudis exchanging pounds for dollars. A successful and modest
intervention was mounted. Today sterling has remained

reasonably firm, just abouWt its central point within the ERM.

Interest rates
UK interest rates are more or less unchanged on last week -
market rates are consistent with the 12 per cent base rate.

There have been no major developments in interest rates overseas.




Equities Market

Equities have weakened partly on the back of bad results or

announced job losses at major companies including ICI, Ford and

GEC. The FTSE has fallen by 50 points over the week to 2471.3.

0il Prices

0il prices continue broadly stable at $19.75 per barrel.

Sty

BARRY H. POTTER
26 APRIL 1991

c:\wpdocs\economic\Finance.MRM




PRTME MINISTER Zf

WEEKLY REPORT: FINANCIAL MARKETS

The main development this week has been the further strengthening
of the dollar. It was as large as it was unexpected. Sterling

is on the sidelines, but firm against the DM.
There have been no major developments in interest rates. And
equities and oil prices are also more or less unchanged this

week.

Exchange Markets

Over the week: :

l. J"Q{F‘(LL{FT
the ERI has fallen from 93 to 92.2; '

/// the dollar/sterling rate has fallen from $1.781 to
$1.7267

against the DM, sterling is more or less unchanged at
PM. 2% 99%

sterling remains the second strongest currency within
the ERM.

The dollar has been strong all week, but has been particularly
buoyant today. This mainly reflects the perception that
underlying growth of the US economy remains strong. So the next

movement in interest rates might be upwards.

At the beginning of the week, sterling was threatening to break
through the DM3 mark. But it weakened in mid-week, then
recovered to end at the same level as last week. The French

franc remains the weakest currency.

Interest Rates

There have been no major changes in UK interest rates. UK Money

market rates are consistent with the new base rate: it scarcely




®

moved all week. There have been no major developments in

interest rates overseas.

Equities market

Equities have traded quietly. The FTSE index at 2520 is just 6
points below last week's close.

0il prices

The spot oil price at $19.38 remains close to the $20 benchmark
set at the end of the Gulf war.

Lte

BARRY H. POTTER

19 April 1991

C:\economic\markets (pmm)




PRTIME MINISTER

WEEKLY REPORT: FINANCIAL MARKETS

The markets reacted favourably to today's half per cent cut in UK
base rates (which had been widely anticipated). Indeed, sterling
finished up higher against both the DM and the ERI.

Money market rates today were consistent with the new base rate.
The FTSE index has changed little over the week.

0il prices have hardened fractionally.

Exchange markets

Over the week:

the ERI has risen from 92.8 to 93.0;

the dollar/sterling rate is unchanged at $1.781;

against the DM, sterling has risen from DM2.9787 to
DM2.9912 (and was briefly over DM3 this afternoon);

sterling remains the second strongest currency within
the ERM.

Interest rates

Today's cut was widely anticipated. But it has triggered
substantial mortgage rate reductions with some societies taking a

full one per cent off. All the main banks changed their base

rates immediately. Today's three month rate at 1115/16ths is

consistent with the new base rate. Abroad, there have been no

significant changes in interest rates.

Equity markets

Since the 7-week boom in equities came to an end in the third
week in March, equities have traded at around the 2500 level on
the FTSE index. At 2526.1 the index is around 20 points lower
than last Friday.




0il prices

Although o0il prices have hardened fractionally over the week,
they are still at just over $20 per barrel. The oil price has

remained close to $20 per barrel since the end of the Gulf war.

i

BARRY H. POTTER

12 April 1991

C:\economic\report (pmg)




PRTIME MINISTER

WEEKLY REPORT: FINANCIAL MARKETS

Sterling has weakened further against the dollar over the course
of this week but has risen modestly against the DM. Following
today's reduction in interest rates, sterling appreciated
further against the DM. Money market rates are now fully
consistent with the new base rate. The FTSE index has fallen by
over 50 points over the week. Much of the fall was recorded
today - equities markets reacted adversely to the February rpi

figure. O0il prices were broadly unchanged.

Exchange Markets

Over the week:

the ERI has fallen from 93.0 to 92.7;

the dollar/sterling rate has fallen from $1.833 to
$1.7945;

against the DM, sterling has firmed from DM2.9272 to
DM2.9412;

sterling has also climbed to the middle of the ERM
range: we are now above the French, the Danes and the

Irish.

Interest Rates

Having fallen on Monday to a level which signalled a 1% cut in
interest rates, money market rates hardened after the Budget. The
market judged from the Economic Secretary's comments that no

immediate cut in interest rates was likely. Today's three month

rate at 12°/14% is consistent with the new base rate.

While the clearers cut their lending rates today building
societies indicated that there would be no reduction in mortgage
rates for existing borrowers - though some new borrowers will

benefit. Their line is that a further %% cut would be necessary




to trigger a mortgage rate reduction. Unless further action is
taken within days strictly interpreted that rules out a reduction
in mortgage rates next year for those societies which set a new

annual rate from 1 April.

Abroad, there have been no significant changes in other countries
interest rates.

Equity Markets

The 7 week boom in the FTSE index came to an end this week.
Equities were weaker over the whole week but fell by nearly 35
points on the FTSE index today. The relatively poor inflation
rate was seen as denying the Government the opportunity for a 1%

interest cut.

Oil Prices

An oil price of around $20 per barrel now seems established
following the end of the Gulf war. Today's figure of $19.20 is
20 cents below last week.

Barry Potter

22 March 1991

c: weekly (MJ)




PRIME MINTSTER

WEEKLY REPORT: FINANCTAIL MARKETS

Sterling has weakened further against the dollar over the course
of this week while holding broadly constant against the DM.
Money market rateslhowever'have continued to soften and are now
signalling clearly a further cut in interest rates. The FTSE
index continued its meteoric climb breaking through the 2,500

barrier yesterday. Oil prices are broadly unchanged.

Exchange Markets

Over the week:

the ERI has fallen from 93.6 to 93.0;

the dollar/sterling rate has fallen from $1.876 to $1.833;

against the DM, sterling has hardened fractionally from
DM2.9248 to DM2.9272;

sterling remains at the lower end of the ERM range, but

above the French franc.

Money Markets

Money markets' rates have now fallen substantially. Today's
three-month rate is 121/16th per cent. Nonetheless, the Bank
lent to the money markets at 13 per cent early today for seven
days - signalling no intention to cut rates. US and German rates
are broadly unchanged; but the Spanish have cut their interest
rates. To the extent that removes the so-called (but in practice
non-existent) peseta constraint, it may lead to expectations of

a further cut in UK interest rates.

Equity Markets

The boom in the FTSE index has continued into a seventh week.
Yesterday the index broke through the 2,500 barrier; and though
it dropped back below 2,500 today, it has still put on a further
40 points this week.

SECRET




0il Prices

0il prices are more or less unchanged at $19.40. Since the end of

the Gulf war, they have fluctuated within a small margin around
the $20 mark.

¢ ”* 10
T [ .‘I:T

i

Barry H Potter
15 March 1991
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CONFIDENTTAL

PRIME MINISTER

EXCHANGE AND MONEY MARKETS

I attach today's evening report. There are two developments you

may like to know more about.

First there have been two rounds of co-ordinated intervention in
exchange markets. Both the Germans and the US were very keen

to halt the recent rapid appreciation of the Dollar against the
DM.

Some $400m was spent early this morning. Treasury were reluctant
to be involved, on the grounds that a rise in the Dollar was by
no means a bad idea. But they did intervene modestly ($10
million): to show co-operation with other European central banks;
to avoid any rift with the Germans (on a day you were visiting
Chancellor Kohl); and to preclude any rise in German interest

rates, which the Bundesbank were (unconvincingly) threatening.

The second round of intervention after New York opened (again
about $400m) was made public. The Central Banks of Canada,
Austria, Portugal, the US, Germany, Japan and Britain were all

seen to be involved.

Predictably no discernible effect on exchange rates could be
identified!

Second UK money markets are pressing for a further cut in UK
interest rates. The Bank signalled early today that it did not
want a further cut in interest rates (it was hampered by the

absence of a money market shortage).

I spoke to Paul Gray (HM Treasury) this evening. He confirmed

that money market conditions would allow a further half per cent
reduction in UK interest rates, especially with sterling at
around DM 2.9250.

CONFIDENTIAL
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Oon the other hand, the Bank should be able to delay a further cut
until Budget Day: the clearers are unlikely to act on their own

to cut rates; and money market conditions should be more open to

bank manipulation over the next few days.

No need for any decisions yet. But you will want to discuss the
next move on interest rates when you see the Chancellor either

tomorrow or at Wednesday's bilateral.

BARRY H POTTER

11 March 1991

c\economic\markets (kw)
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PRTME MINISTER

WEEKLY REPORT: FINANCTAL MARKETS

Sterling has weakened steadily against the dollar (which had a
very good week against all other major currencies) but has
improved against the Deutschmark. Money market rates have
continued to soften,possibly in anticipation of a further cut in
interest rates before or at the Budget. 0il has continued to

firm. Equities have clearly been taking steroids!

Exchange Markets

Over the week:

the ERI has fallen from 93.7 to 93.6;

the dollar/sterling rate has fallen from $1.902 to $1.87625;

against the DM, sterling has risen from DM2.9167 to
DM2.9248;

sterling is now above both the French franc and the Danish
kroner in the ERM.

Money Markets

Money market rates firmed slightly today but over the week as a

whole have moved back from 1211/16 per cent to 12% per cent

(three month rate). US and German rates are broadly unchanged on

last week.

Equity Markets

The recovery in the FTSE index has continued, powerfully, for a
sixth week. It has put on 68 points in the last week alone.
Today, after a slightly hesitant start, it shrugged off the
Ribble Valley result and closed up 17 points.




0il Prices

0il prices have hardened very slightly from $19.20 last Friday to
$20.05 today.

DOMINIC MORRIS

8 March 1991
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PRTME MINISTER

WEEKLY REPORT: FINANCIAL MARKETS

Sterling has weakened a little since last Friday, both against
the DM and more substantially against the dollar. Following the
cut in interest rates on Wednesday, money market rates have
fallen quickly, though they are still consistent with the

present 13 per cent base rate. With the cessation of hostilities
in the Gulf War, equities have continued their recovery; but

ironically, oil prices have hardened a little.

Exchange markets

Over the week:
the ERI has fallen from 94.4 to 93.7;
the dollar/sterling rate has fallen from $1.9525 to $1.902;
against the DM sterling has fallen from DM 2.9219 to
DM 2.9167; -that is however above its level of two weeks

ago;

sterling remains just above the French franc at the bottom
of the ERM.

Money markets

s

////ﬁoney market rates fell following Wednesday's cut in base rates.
L/ They are now at 12 ll/16 per cent (three month rate), consistent

e’

|

with the new base rate. US and German rates are broadly

unchanged on last week.

Equity markets

L// The recovery in the FTSE index has continued for a fifth week.

Indeed in the last fortnight the index has put on nearly 100
points. It now stands at 2386.9.




0il prices

0il prices have hardened a little from $17.30 last Friday to
$19.20 today.

I¢tfe

(BARRY H. POTTER)

1 March 1991
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Previous ) Today since since since since
close opening close Plaza Paris 16/10/87 5/10/90
8.30am 4.00pm

.REIGN EXCHANGE MARKETS

93.8 £ERI 93.8 93.8 -10.2 . " -0.
.9165 S/L 1.9200 +9135 39 .9 . : -0.
.9160 DM/ £ 2.9146 + 9171 -25,3 . =1.
.4231 ECU/£ 1.4219 .4185

61.3 $SERI 61.5 -37. -15.
1.5215 DM/$ 1.5180 1.5245 -46. -16.
132.25 Yen/$ ¥32.3 132.9 -44. -13.

86.92 Yen/DM 8718 87.18
Mar $18.47 Apr $17.80 May $17.20 Spot Brent

STERLING WITHIN THE ERM £ deviation from £ effective limit £ limit
Currency Close central rate (%) Upper Lower Upper

£/ecu 0.704990 -1.15 - - =
Ire Punt 1.093428 -0.70 1.156987 1.087966 1.16920 1.03710
BFr/Lfr 60.06476 -1.28 63.55624 59.76469 64.6050 57.3035
Hfl 3.288349 -1.07 3.479496 3.271922 3.52950 3.13050
Dkr 11.21598 -0.33 11.86794 11.15994 11.9479 10.5976
DM 2: 97713 -1.11 3.086699 2.902557 3.13200 2.77800
Lit 2178.519 -1.30 2305.153 2167.636 2343.62 2078.79
FFr 9.928194 0:.35 10.5053 9.878596 10.50550 9.31800
SPta 181.4954 -5.35 192.0455 180.59 203.600 180.590
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UK RESERVE TRANSACTIONS ($million) End-month
position*

Market intervention (b)
Off-market transactions
TOTAL
Net borrowing

(a) Spot and forward transactions Valuation changes
on a done date basis.
TOTAL CHANGE IN RESERVES

(b) Spot transactions only on a value *Estimated. On conventional assumption of
date basis, as in published figures. no further market intervention.

OTHER COUNTRIES MARKET INTERVENTION ($million equivalent)

Belgium Ireland

Denmark Italy +202ECU
France -63DM Portugal

Germany Spain

Holland

MARKET COMMENT
The New York market was quiet but the dollar met some profit-taking in the Far East. In London
the dollar firmed quietly over the day, but there was no marked reaction to President Bush's
statement proclaiming a ceasefire in the Gulf. Sterling opened lower in London, meeting Far
Eastern selling at the outset. Sterling later recovered against the Deutschemark but eased further
against a strengthening dollar.

Rates at 17.50Hrs: $1.9110 DM2.9143 DM/$1.5250 ¥/$132.90 ¥/DM87.15.

Chris Bailey on 0702 75811 J.E.Crane.
TEL NO: 270-5558
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Thursday 28 February 1991

Eurodollar

13 3/16
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12 23/32

+— b —— 4 — 4

3 Month Treasury Bills

BANK MONEY MARKET OPERATIONS

Purchases £ m Discount Rate on ElLigible Bank Bills
_____________________________________ +
13..=.12.7/8
_____________________________________ +
12 9/16-17/32
_____________________________________ +
12 7/32-5/32
_____________________________________ +
11 31/32-29/32 |
_____________________________________ +

|12 7/8
e e T 5 o s T

112 3/4

Band 4 (64-91 days)|
P o e o e ok e A 08 o
TOTAL BILLS |

— t— o — o — 4

Repurchase lon 25,26 & 27 March at 12 7/8-29/32
“+
Lending | |
+
|against shortage

US RATES 10 yr Tsy Bond 20 yr Tsy Bond
tomcmmcmcmceccccaa- ST L, S +

7.97 0.00 |
B e L pep—— +

GERMAN RATES 35 day REPO (20/2)
+ 3

8.14

HONG KONG Previous
Hong Kong Dollar 7.7942
Hang Seng Index 3512.79

3 month interbank rate

MARKET COMMENT

Despite Gulf ceasefire GILTS opened down 1/8 in shorts and down 3/16 in longs, with
sentiment unsettled by thoughts of an early election. Although modest bear closing and
the steady tone in other bond markets encouraged a return to overnight Levels, the
appearance of a large America seller of mediums then pushed market down to a significant
support Level. Market closed quietly 1/8 above its worst lLevels. Shorts finished off
1/8-1/4, mediums and Longs off 7/16.

IGs swa some 2-way business and were at one stage up 3/8 in sympathy with equities: they

closed up 1/4.
‘) \J\;r—t__d/”\\a

EQUITIES opened firmly and continued to advance in heavy turnover.

James Welch
TEL NO: 270 4614
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GILT-EDGED MARKET
Transactions basis, cash values (£m); sales + purchases -
ISSUE DEPARTMENT: TRANSACTIONS SALES PURCHASES

shorts

mediums

Longs and undated
index-linked

part paid calls
CRND:Market Transactions

TOTALS

o b e o o o — o — 4
o — o o e — o —

Buying-in of next maturities
Redemptions

TOTAL TRANSACTIONS WITH MARKET
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Future calls

target of

PRICES/YIELDS OF GILT-EDGED STOCKS Change from
Yesterday's close yesterday's close

Par yield (per cent) Price (£/32) Yield (%)
Shorts (5 year yields)
Mediums (10 year yields)

Longs (20 year yields)

REPRESENTATIVE STOCKS

8% Treasury 1992

12% Exchequer 1998

11 3/4% Treasury 2003,/07
3% Treasury 1992

2 1/2% Index-Linked 2016

2% Index-Linked 1994

b — b — b — o — — 4
R e L
b — b o o — — 4

GILT FUTURES

Long Contract

I
|
|
|
I
I
|
I
I
I
I
I
I
|
|
|
I
I
|
I
|
I
|
|
I
I
|
|
|
I
|
I
I
I
|
|
I
|
+

James Welch
TEL NO: 270 4614
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PRIME MINISTER

WEEKLY REPORT: FINANCTAT, MARKETS

Sterling has remained firm over the last week, appreciating
against the DM and falling a little against the dollar. UK money
market rates have fallen below 13 per cent - clearly signalling
scope for a further half per cent reduction in interest rates.

Equities have strengthened while oil prices are steady.

Exchange Markets

Since last Friday:

the ERI has remained steady at 94.4;

the dollar/sterling rate has fallen from $1.9715 to $1.9525;

against the DM, sterling has risen by nearly 2 pfennigs to
DM 2.9219;

sterling remains just above the French franc within the ERM;
and against its effective floor, the theoretical room has

widened a little to over 3 pfennigs.

Money Markets

Money market rates have fallen gently over the week and at twelve
15/16ths per cent are already towards the lower end of the range,

consistent with a 13.5 per cent base rate. Nonetheless, in its

money market operations, the Bank lent to the market at 13.5 per

cent today. US and German rates are broadly unchanged on last
week. Rumours of an imminent cut in Spanish interest rates have
made the peseta fractionally weaker; that has increased our
effective "floor room" within the ERM band.

Equity Markets

The recovery in the FTSE index has continued for a fourth week.
The index has now broken through the 2300 barrier to stand at
2314.3 - a rise of 17 points over the week.




0il Prices

Today's spot o0il price is identical to last Friday's at $18.40.

Tt

BARRY H. POTTER
22 February 1991
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. PRTME MINISTER

EXCHANGE MARKETS

Your manuscript note on last week's weekly report questioned
whether the room against the effective exchange rate floor was

only 2 pfennigs.

I have confirmed this with the Treasury. The effective limit

of sterling within the ERM is shown in the second block in each
MG evening report. Last Friday, the effective limit against the
deutschmark was DM 2.888; the spot rate against the deutschmark
was DM 2.9099 - thus a gap of 2 pfennigs.

The interesting question is whether this effective floor is a
genuine constraint. Initially, Treasury seemed to be worried
that we would hit this floor. Latterly, they have been much
more relaxed.

First, the high effective floor against the DM is of course
a reflection of the peseta's strength. As the pound falls,
in recent experience, so does the peseta. In other words,
as sterling's spot rate falls, so does the effective floor
rate, giving room to accommodate sterling comfortably within
the ERM.

Secondly, while the Bank initially flirted with the idea of
direct intervention against the peseta to prevent the
effective floor being a limit, the thinness of the market
prevented this. So if we wished to cut interest rates
further and sterling threatened to hit the effective limit,

the Bank would rely on the ERM rules to intervene.

.

BARRY H. POTTER

18 February 1991
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PRIME MINISTER

WEEKLY REPORT: FINANCIAL MARKETS

Despite Wednesday morning's half per cent reduction in UK
rates, sterling has appreciated slightly over the last week.

UK money market rates have also fallen - almost signalling

fscope for a further half per cent reduction in interest rates.

;EqutleS have strengthened over the week. 0il prices weakened

; today on Iraq's bogus offer of withdrawal from Kuwait.

Equities Markets

Since last Friday:

- the ERI has risen fractionally from 94.2 to 94.4;

- the dollar/sterling rate has fallen by over a cent from
$1.987 to51:9715;
against the DM, sterling has risen from DM 2.8961 to DM
2.9099;
sterling is also no longer at the bottom of the ERWN,
being fractionally above the French franc; and against its
effective floor the theoretical room is 2 pfennigs;

despite the rate cut, UK Reserves increased over the week.

Money Markets

Following the half per cent reduction in UK rates, money market
rates followed immediately. Indeed the three month rate, at
131/8 per cent, is already towards the lower end of the range
consistent with base rates. Building Societies, however,
declined to reduce mortgage rates on the back of the half per
cent cut in base rates. US and German rates are broadly

unchanged.

Equities Market

The recovery in the FTSE index continues for a third week.
After stabilising in mid-January at around 2100, it has now
risen to just under 2300 - rising by a further 50 points this
week to finish at 2297.




' 0il Prices

Today's spot oil price is $18.40 - about a dollar and a half
below last Friday's figure. The market gyrated wildly as the
Iragi statement was first made, and then qualified. But the

overall impact was to reduce the spot oil price.

ki

BARRY H POTTER
15 February 1991
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PRIME MINISTER

¥ 4
WEEKLY REPORT: FINANCIAL MARKETS

It has been an eventful few days on the foreign exchanges.
Sterling had remained at a broadly satisfactory level - over

DM 2.92 until yesterday. With the rise in German interest rates
yesterday, and the fall in US rates today, sterling came under

downward pressure - see below.

Equities have quietly strengthened over the week. 0il prices are

more or less unchanged.

Exchange Markets

Since last Friday:
the ERI has fallen fractionally from 94.4 to 94.3;

while the dollar/sterling rate has risen from $1.9595
to $1.978, against the DM the pound has fallen from
DM 2.9167 to DM 2.9047 at close in London.

Yesterday sterling lost just over one pfennig against the DM,
after German interest rates were raised. Today there was some
initial further downward pressure on sterling. That pressure
intensified after the US cut its discount rate. The falling
dollar dragged sterling down. The Bank intervened first covertly
and then overtly both itself and via the Bundesbank (total

£430 million). The supporting arrangements under the ERM were

not brought into use.

A major reason for the intervention was the danger of sterling
reaching its effective lower limit. The peseta was strong over
the day. And at the time of writing this note (1930 hours), the
pound was at DM 2.8980 against an effective limit of DM 2.884.

I checked with the Treasury. Arrangements are in place to

intervene if necessary in New York later tonight and in Tokyo on

SECRET




Sunday night. I have also arranged for tonight's closing rates

in New York to be telephoned through to you.

Money markets

The main movements have of course been the half per cent rise in
the German Lombard rate and the half per cent reduction today in
the US discount rate. The UK market rates have shown virtually

no change over the week despite the changes overseas.

Equities market

Last week the FTSE index stabilised at just over 2100 - after a
progressive weakening which began before Christmas. This week
the market has quietly gained ground, reaching 2166 today on the

back of improved perceptions about the outcome of the war.

0il prices

Today's spot o0il price is $21.20, about fifteen cents higher than

last Friday's figure.

] W /‘
)
v

BARRY H. POTTER
1 February 1991
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MG EVENING REPORT
FOREIGN EXCHANGE MARKETS Thursday 31 January 1991
%change

i $/currency
Previous Today since since since
close opening close p Plaza Paris 16/10/87

8.30am 4.00pm L’

94 .4 £ERI 94.5 94.2 -9. 10.
«9515 $/£ 1.9605 1.959 43. 28.
.9233 DM/£ 2.9221 2.9062 -25. 4.
.4260 ECU/£ 1.4183 1.4217

60.8 SERI 60.6 -38. -16.5
1.4980 DM/$ 1.4905 1.4835 -48. -18.8
132.10 Yen/$ 131.7 131.8 -45. -14.2

88.18 Yen/DM 88.33 88.84
Feb $21.10 Mar $20.55 Apr $19.95 Spot Brent

% deviation from £ effective limit £ limit

Currency Close central rate Upper Lower Upper

£/ecu 0.708013 -1.57 - - - -
Ire Punt 1.092277 -0.81 1.160922 1.082695 1.16920 1.03710
BFr/Lfr 59.86704 -1.61 63.6294 59.34185 64.6050 57.3035
Hfl 3.274468 -1.49 3.480253 3.245743 3.52950 3.13050
Dkr 11.18882 -0.57 11.89199 11.09067 11.9479 10.5976
DM 2.906176 -1.49 3.088816 2.880682 3.13200 2.77800
Lit 2182.326 -1.13 2319.474 2163.181 2343.62 2078.79
FFr 9.884134 -0.10 10.5053 9.797426 10.50550 9.31800
SPta 182.187 -4.99 193.6366 180.59 203.600 180.590
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UK RESERVE TRANSACTIONS ($million) End-month
position¥*

Market intervention (b)

Off-market transactions

+
|
o
I
+
I

TOTAL

_________ 4=========4

Net borrowing

(a) Spot and forward transactions Valuation changes
on a done date basis.
TOTAL CHANGE IN RESERVES

+E==mm=szmxs

(b) Spot transactions only on a value *Estimated. On conventional assumption of
date basis, as in published figures. no further market intervention.

OTHER COUNTRIES MARKET INTERVENTION ($million equivalent)

Belgium - Ireland
Denmark - Italy
France -40DM Portugal
Germany - Spain
Holland Greece

MARKET COMMENT

In New York the dollar fell on technical selling, reaching DM1.4860 in the Far East before staging
a recovery. The dollar traded narrowly for most of the morning ahead of the Bundesbank's council
meeting announcement. A rise of 1/2PCT in both the Lombard and Discount rates were announced, to
9PCT and 6 1/2PCT respectively. The dollar lost ground against the Deutschemark in the afternoon.
Sterling on the sidelines until the Bundesbank annoucement: it quickly fell to around DM 2.91 1/4
and eased again in mid-afternoon following comments by the Chancellor and Prime Minister on
prospects for a reduction in UK interest rates.

Rates at 17.50Hrs: $1.9645 DM2.9025 DM/$1.4775 ¥/$131.30 ¥/DM88.87.

Terry Smeeton on 0732 461216
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MONEY MARKETS Thursday 31 January 1991

INTEREST RATES
Eurodol lar

o o — o — 4

3 Month Treasury Bills

BANK MONEY MARKET OPERATIONS

Purchases £ m Discount Rate on Eligible Bank Bills
Band 1 (0-14 days) = é;; __________
Band 2 (15-31 days)| 470
Band 3 (32-63 davS)T --------------
o

_____________________________________ +
13 7/8-13/16
_____________________________________ -+
13 43/64-41/64
_____________________________________ 4
13 1/2-7/16 |
_____________________________________ +
13 9/32-7/32
_____________________________________ +

Band 4 (64-91 days) |

o o — o —

TOTAL BILLS

Repurchase |For resale on 25/3 at 13 29/32
5
Lending |
+
TOTAL OPERATIONS |against shortage £

US RATES
Today/Change

GERMAN RATES
-
Today/Change

HONG KONG Previous
Hong Kong Dollar 7.793
Hang Seng Index 3200.89

3 month interbank rate 6 15/16 down 1/16

MARKET COMMENT

GILTS opened unchanged through the List awaiting Bundesbank's decision. There was some
switching shorter but market was broadly at opening levels when decision to raise German
interest rates by 1/2% was announced. At first market lost 1/4 but Llongs rallied with
German bund although 1-4 year maturities were subdued as hopes of a cut in sterling
interest rates subsided. Market closed with 1-4 year maturities down 1/16, other shorts
up 1/4, mediums 3/8 better and lLongs 1/2-5/8 up.

INDEX LINKED opened unchanged but fell back 1/2 before rallying with conventionals to
close unchanged.

EQUITIES opened firmly and progressed further on hopes that German rates wouldn't move.
The news of the German increase resulted in sharp fall in active turnover. Prj

partial recovery in afternoon on renewed hopes of UK base rate cut.

Peter Smith
TEL NO: 270 4616
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GILT-EDGED MARKET January 1991
Transactions basis, cash values (£m); sales + purchases -
ISSUE DEPARTMENT: TRANSACTIONS SALES PURCHASES

shorts

mediums

Longs and undated

index-linked

part paid calls

—_— e — o — o — 4

CRND:Market Transactions

TOTALS

Fo—m b b — o — o — 4 — 4

Buying-in of next maturities
Redemptions

TOTAL TRANSACTIONS WITH MARKET

+o— = o — o —

o o — g — e — 4
+

Future calls

Sales required to meet target of

PRICES/YIELDS OF GILT-EDGED STOCKS Change from

Yesterday's close yesterday's close
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