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Treasury Chambers, Parliament Street, SW1P 3AG 
01-233 3000 


It June, 1979 

I am extremely g r a t e f u l f o r your l e t t e r o f 
23rd May on methods of s a l e of Government e q u i t y . 
You are o f course r i g h t t h a t I am concerned t o 
ensure that the chosen method ensures the maximum 
advantage t o the Exchequer, and I welcome the 
sugge s t i o n s you have made i n t h i s c o n t e x t . 

However you w i l l a l s o understand that I am 
extremely concerned that the P u b l i c S e c t o r Borrowing 
Requirement s h o u l d be s t r i c t l y c o n t r o l l e d and i n 
p a r t i c u l a r t h a t my t a r g e t of £8J b i l l i o n for- t h i s 
f i n a n c i a l y e a r should be met, w i t h f u r t h e r r e d u c t i o n s 
(as a percentage of GDP) i n the years which f o l l o w . 
An i s s u e o f c o n v e r t i b l e bonds along the l i n e s you 
suggest would n o t , however, reduce the PSBR but 
co u l d i n s t e a d be a means of f i n a n c i n g the PS2R. 
Thus the scheme would be open to many o f the 
arguments a g a i n s t h i g h p u b l i c s e c t o r borrowing w i t h 
which I am sure you are f a m i l i a r . 

I have a l s o asked my o f f i c i a l s to examine the 

qu e s t i o n c f the gain whicn might accrue to the 

Exchequer i  f your scheme was adopted r a t h e r than i  f 

ther e were a d i r e c t s a l e . They have ad v i s e d me th a t 

the net e f f e c t , t a k i n g i n t o account the cost of the 

i n t e r e s t p a i d on the bonds p r i o r to co n v e r s i o n net 

of a d d i t i o n a l d i v i d e n d s r e c e i v e d and any premium which might 

be o b t a i n e d on the e q u i t y p r i c e , c o u l d go e i t h e r way. 


David Huntor, Esq., 




Much would depend on the p r e c i s e form o f the 

o p t i o n to convert which tne Government o f f e r e d . 


I w i l l of course be examining very c a r e f u l l y 

a v a r i e t y of p o s s i b l e methods of implementing the 

asset s a l e s I announced i n the Budget and your 

l e t t e r w i l l be a very u s e f u l i n p u t i n t o the 

d i s c u s s i o n s . 


(GEOFFREY HOWE) 






With the Compliments 

of the 

Chancellor of the Exchequer's 

Private Secretary 




