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INSTRUMENTS OF MOWETARY POLICY

The polints raised 1In Adag Eidlig's note of Hth March on
thls subject are, of course, important. Nlgel Lawson and I

find curselves discussing them frequently wherever we go 1ln
the Clty angd take exactly the line set cut 1n the second
gentence of Adam's second paragraph.

There are other related issues, such as the extent to
which Gl1lt transactions in particular enjJoy & favourable
tax position [these are not the only tax prilvileges whiceh add
to the size and power of the institutions). For example, the
latest Public Expenditure White Paper, 1ln the tahle listing
the "epat" of vericous tax reliefs shows thet the exemption of
Gilt transfers from Stamp Duby Yeest" £1.3 billion a year. This
1s, of apurse, an over-statement silnce 1f any Stamp Duty was
lmpoeed, the turpn-gver in the market would be sharply reduced.

There is sliso the fact that sales of Gllts which have been
held for more than twelve months are exempt from COT. Curlously
the "coat" of this is not stated 1n the White Paper and I am
arranzing for the point to ke raised 1n a PQ.

By way of example of what all this means, 1t may be worth
kaoewling - in confidence, of g¢ourse.- that the 6llt edged turn-over
of one insurance company during 1978 was almost £300 m. This
eatabllshed tax-~free profits of £22 m. and offsettable tax losses
of £Tm. Proflts free of COT were £7m. with allowable losses on that
front of £5m.

On this lasat peint, we need to be even more careiul before
we say anything at all.

~ For all these reasons, I agree with Adem that it would be

wWell worth arranging a discussion, after the Budget, with Gordon
Fapper. It would be lmportant for that discussion to be based on
gome preliminary analysis on paper undertaken by George Cardona

‘a8 Adam suggests.
f!fﬁf y The Rt.Hon.Margaret Thatcher MP EL"_'—‘—-
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