Darling’s Pre-Budget – 10 Oct 07

Unfortunately, I had wrongly predicted that Gordon Brown would be calling an election in November!
But anyway, his Chancellor, Alastair Darling has introduced a few new and interesting measures in the pre-Budget report.
He has decided to introduce a flat rate 18% capital gains tax, which he argued would “make the system more straightforward and sustainable”.  This is designed to close a tax loophole that private equity benefitted from but its effect will be wider.  For private equity, the current 10% rate will disappear.
Others changes include placing taxes on aircraft rather than passengers (which sound awfully like Tory and Lib Dem policies!)  Non-domiciles will be charged with a £30,000 flat rate charge after they have lived in Britain for seven years.

Mr. Darling has pointed out that the UK economy is doing fairly well despite the recent setbacks in the financial markets over the credit squeeze.  But on public finances, the news is not so good.
The current budget is expected to be £4bn worse than at the time of the March Budget and net borrowing is another £4.4bn in the red.  Furthermore, harder times lie ahead, which will leave little room for fiscal manoeuvre.
Links:

Diligent, dull and politically defensive – Martin Wolf, The FT (10 Oct 07)
