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^ NOTE OF A MEETING BETWEEN THE PRIME MINISTER AND MR. GORDON PEPPER 


at 11.45 A.M. ON WEDNESDAY 4 JULY 


The f o l l o w i n g a r e t h e main p o i n t s which came up i n 

d i s c u s s i o n . 


I . Asset D i s p o s a l s 

The Prime M i n i s t e r asked Mr. Pepper f o r h i s views on t h e s a l e 


o f BP shares. She was p a r t i c u l a r l y w o r r i e d about t h e t i m i n g o f 

th e s a l e , and whether i  t would be r i g h t t o s e l l any shares o u t s i d e 

t h e U n i t e d Kingdom. She had e a r l i e r t a k e n t h e view t h a t a l l o f 

th e s a l e s h o u l d be i n t h e U n i t e d Kingdom i n o r d e r t o mop up 

l i q u i d i t y and th u s have t h e g r e a t e r impact on t h e money s u p p l y . 

But t h e Tre a s u r y were a r g u i n g t h a t some s a l e s would be d e s i r a b l e 

abroad because t h i s would a l l o w a h i g h e r o v e r a l l p r i c e , and i n 

any case domestic s a l e s would t o some e x t e n t be a s u b s t i t u t e f o r 

s a l e s o f g i l t s . Mr. Pepper s a i d t h a t t h e r e was l i k e l y t o be some 

s u b s t i t u t i o n between g i l t s and BP share purchases. But t h e r e was 

a t r a d e - o f f between h i g h e r i n t e r e s t r a t e s and s e l l i n g t h e se shares 

i n t h e U n i t e d Kingdom: t h e l a r g e r t h e share s a l e , t h e s m a l l e r t h e 

amount of g i l t s t h a t would have t o be s o l d , and t h e r e f o r e t h e 

lower t h e y i e l d . I t would be a m i s t a k e , i n h i s view, t o f l o o d t h e 

London market w i t h , say, £1 b i l l i o n o f BP shares - t h i s would o n l y 

depress t h e p r i c e . There were v a r i o u s methods of u n d e r t a k i n g t h e 

s a l e - f o r example t h e market c o u l d be "tapped" c o n t i n u o u s l y over 

an 18 month p e r i o d r a t h e r than i n one o r two t r a n c h e s . However, 

t h i s was a h i g h l y t e c h n i c a l m a t t e r and i n any case an e x t e n s i o n 

o f t h e s a l e over 18 months would not meet t h e Government's f u n d i n g 

r e q u i r e m e n t . The Prime M i n i s t e r commented t h a t from a p o l i t i c a l 

s t a n d p o i n t i  t would be b e t t e r t o s e l l t h e shares i n t h e U n i t e d 

Kingdom, and she s t i l l f e l t i t would be b e t t e r on money su p p l y 

grounds. However, she unde r s t o o d t h a t , even i f t h e s a l e d i d t a k e 

p l a c e e n t i r e l y i n t h e London market, f o r e i g n e r s would s t i l  l be 

a b l e t o make purchases. Perhaps a p r e f e r e n c e s h o u l d be g i v e n i n 

th e f i r s t p l a c e t o U n i t e d Kingdom n a t i o n a l s . Mr. Pepper s a i d 

t h a t t h i s would not s t o p f o r e i g n e r s from b u y i n g t h e shares, because 

a secondary market would q u i c k l y d evelop. He c i t e d t h e example o f 

th e BP s a l e i n 1976: many o f t h e shares which had been s o l d i n 
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New York had subsequently been bought by United Kingdom i n s t i t u t i o n s 

Mr. Pepper went on to say that Mr. Tom Quinn would be a good 

person to advise the Government on the d e t a i l s of the s a l e , 

although he was sure that the Government was already t a k i n g 

advice from the Merchant Banks. 



