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Michael Scholar, Esq.,
No. 10O Downing Street

Bear N dp ot ; M’(

ONCE-OFF PAYMENT TO ECGD

You asked in your letter of 25 ngég;r for a note on

the possibility of a once-off payment to ECGD in 1982/83
which was raised at tA€ Prime Minister's discussion with
the Chancellor on that day about the 1982/83 PSBR under-
shoot. Unfortunately such a payment would not in itself
help the undershoot. ECGD banks with the Consolidated
Fund like any other Government Department, so a once-off
payment would just be a transfer from one pocket of
central government to another with no errects.
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To affect the undershoot ECGD would have to spend money
(i.e. cause its_fipancial position to deteriorate) in
1982/83. But no premium increas€ which coura be reduced
of-aélayed is contemplated during the rest of this
financial year, and, because of normal time-lags, a premium
reduction would have little effect this year. Perversely,
it would have a much bigger erfect in 1983/84.

The Chancellor agrees with the Prime Minister that it
would be a matter of concern if ECGD were charging high
premia in relation to those charged by other official
credit insurance agencies.- THIS 1S a matter which ECGD
and the Treasury considered during the last premium review
which resulted in the premium increases effective from
July 1982. Precise comparisons are difficult because

of differences in national arrangements and facilities,
but broadly we believe ECGD's premia are in line with most
of their competitors. The latest comparative figures

we have are for 1981 and they are enclosed. They showed
ECGD rates as beldw both mean and average at every point.
There has been one ECGD 1increase averaging about

10 per cent since then, but other countries' rates have
increased also.
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MISS M. O'MARA




ATTACHMENT TII

CO1.-ARISON OF EXPORT CREDIT AGENCIES PREMIUM RATES

5 years 8% years 10 _years

Best Worst Best Worst Best Worst
Markets Markets Markets Markets Markets Markets

Highest 5.90 .- 9.20 7,00  12.00 8.36 11.69

2nd Highest 4.56 6.65 9.64 757 10.85

COFACE 2.79 539 3.09
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In their discussion this morning of the measures which
might be taken to rectify the 1982/83 PSBR undershoot the Prime
Minister suggested to the Chancellor that there might be a case
for a once-off payment to ECGD during 1982-83. The Prime
Minister understands that, following the losses of recent years,
ECGD, given their requirement to break even, are charging high
premia in relation to those charged by other official credit
insurance agencies. What the Prime Minister has in mind is the
possibility of making a once-and-for-all payment to strengthen
ECGD's financial position, so as to moderate the pressure on
their premia.

I would be grateful if you would let me have a note on the
feasibility of this idea as a corrective to the undershoot in the

1982/83 PSBR; and if you would give this letter the usual
restricted circulation.

Miss Margaret O'Mara,
H.M. Treasury.
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