
BANK OF ENGLAND 

REPORT FOR THE YEAR ENDED 

28TH FEBRUARY 

1949 

Issued by Order of the Court of Directors, 2Ht fil ly, '949. 



COURT OF DIRECTORS 
!-'OR THE YEAR ENDED 2 8TH FBBRUA RY, 1949. 

THE RT. HON. L ORD CAITO, P.C., C.B.E., GOVER NOR . 

C. ... MERON FROM ANTEEL COBBOLD, ESQ., DEPUTY GOVERNOR. 

DALUS GU/o.LD MERCER BERNARD, ESQ. 

GEORGE LEWlS FRENCH BOLTON, ESQ. 

THE RT. H ON. LoRD BRAINTREE. 

RALPH ELLlS BROOK, ESQ., O.B.E. 

L WltENCE JOHN CADBVRY, EsQ. 

SIR P ,\TRICK ASHLEY CooPER. 

- T HE RT. HON. LoRD DUK£sTON, C.B. E. 

tGEORGE G ISSON' , ESQ., C.H. 

SIR CHARLES ) OCELYN H AMBRO, 1t.8.E., M.C. 

JOHN COLDBROOK H ANBURy-WILLlAMS, E SQ. 

T HE H ON. H UGH KENYON M OLESWORTH KI NDERSLEY, C.B.E., M.C. 

SIR Ono ERNST N IEMEVER, G.8.E., It.C.B. 

T H E RT. H ON. LoRD PIERCY. C,B.E. 

B ASIL S"NDERSON, EsQ. 

H ARRY ARTHUa. SI EPMASN, EsQ. 

ARTHUR GEORGE WANSBItOUGH, EsQ. 

t Resigned, 15th December, 1948. 



BANK OF ENGLAND. 

Report for the year ended 28th February, 1949. 

The following Report summarises the operations of the Bank of England during the 
year ended 28th February, 1949, and certain related developments in internal and external 
finance. 

Note Circulation and Issue Department. 
The total of Notes Issued and Paid in recent years is shown in the following table:­

I. million!. 
NOTES ISSUED, PAID AND IN CIRCULATION. 

YEAR £NOED FURUARf. 1939. 1946. 1947. 1948. 1949. 

Issued during the year <j6g 935 9'7 96' 1, 110 

Paid during year !J68 830 87' 1,105 1, 11 r 

In circulation at end of year ... 478 1,322 1.377 1,233 1,232 

During the year it was found possible to revert to the pre~war type of £ 1 and 105. 
notes, but with the protective dtvice of a metallic thread; at first the notes were printed 
on .. unthreaded " paper in order to use up pre~war stocks. In September a new type of 
£5 note was introduced: the general design is unchanged and the metallic thread is retained 
but the thick paper, first introduced in 1945, has been dropped in favour of a thinner type 
giving the same appearance as earlier issues. The type of £1 and 10s. notes introduced in 
1940 as a war-time expedient and the 1945 type of £5 note continue to be legal tender. 

NOTES I N CIRCULATION BY DENOMINATIONS. 
£ thousands. 

END OP FEBRUARY. 1939. 1946. 1947. 1948. 1949. 

"". 53,338 102,290 ~,9!J6 91,171 88,854 
b 283,646 1,078,442 t,Il3,279 976,955 !J68,7 ' 9 
£5 38,283 61,461 83,96' 97,000 107,161 

£<0 14,596 ',<j6g 2,079 1,634 1.306 
bo 4>436 1,423 ~5 755 595 
£50 12>305 3 ,211 2,168 1,627 1.257 

£<00 26,518 7.428 4,810 3,414 2,558 
boo '9 9 9 9 8 
£500 3,6s4 8" 493 393 344 

£1,000 23,199 1,815 ' ,"'9 839 5'4 
Ovu [<,000 <a) ... 18,455 62,200 69,°3° 59,585 60,560 

478,449 1,322,°7° 1,3n,020 1,:133,382 1,231,886 
--

Th(: issu(: of bo, £20, £50, boo, £500 and £1,000 nO((:$ was discontinu(:d in 1943, that of £200 
not(:s in 1928. 

<a) US(:d ~Y th(: Bank of England for int(:rnai purpoS(:s, e.g., a$ cov(:r for (:xc(:ss Scottish and Irish 
not(: JSsu(:s. 
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During the year all unpaid Third Series Currency Notes, i.e., those notes issued by 
the TreJsury for which the Bank became liable at the time of the amalgamation of the 
Treasury and Bank of England Note Issues in 1928, were written off the total of bank notes 
outstanding in accordance with Section 7 of the Currency and Bank Notes Act, 1928. 

Fiduciary Issue. 
Following upon the reduction from £ 1 ,450 million to £ 1 ,350 million which occurred 

towards the end of the previous period, the continued return of notes from circulation 
enabled the Fiduciary Issue to be reduced by a fu rther £50 million on the 3rd March to 
£1,300 million. The summer holiday demand was greater than in 1947 but the high point 
in August at £ 1 ,288 million was again below the previous Christmas peak. The subsequent 
return of notes resul ted in the lowest circulation figure of the year- £ 1,231 million on 
27th October. 

The highest point reached during the year, £1,2% million, followed a heavy Christmas 
demand and the Fiduciary Issue was temporarily raised to £ 1,325 million; after only a 
fortnight it was again reduced to £ 1 ,300 million at which figure it stood at the end of 
the period. 

Changes in the Fiduciary Issue have been as follows during the past three years:-

£ thoruands. 

DATE. 

lOth Dc=cc=mber 1946 

7th January 1948 

4th Fc=bruary 1948 

3rd March 1948 
21St Dc=cc=mber 1948 

4th January 1949 

END OF FEBRUARY. 

Notes in Circulation ... 

Notes in Banking Department 

Notes Issued ... 

Government Debt 
Other Government Securities 

Other Securities 

Coin other than Gold Coin ... 

Fiduciary Issue 

Gold Coin and Bullion 

I SSUE DEPARTMENT. 
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1948. 

1,233,382 

116,866 

1,35°,248 

II ,015 

1,338,276 

700 

9 

1.350,000 

'48 

1>35°,248 

TOTAL 

FIDUCIARY 

CHANC E. ISSUE. 

+ 50 
50 

- 50 
50 

+ '5 
'5 

1,45° 
1,400 

1,350 

1,300 

1,325 
1,300 

1949. 

1,231 ,886 

68,362 

1,300,248 

Ii ,Ol5 
1,288,167 

8<>7 

" 
1,300,000 

'48 

1,)00,248 

Cha.nge . 

- 1,496 

-48,50 4 

-50 ,000 

-50 ,109 

+ 107 
+ , 

-50,000 

- 5°,000 



Banking Department. 
The assets and liabilities of the Banking Department at the beginning and end of the 

year were as follows: -

£ thousands. 

END OF FEBRUAIIY 

Capital 

Rest 
Public Deposits 
H.M. Treasury 

Special Account. 
Bankers' Deposits 
Other Accounts 

Total Deposits ... 

Government Securities 
Discounts .se Advances 

&curitics 

Other Securities 

Notes 

Coin 

10,885 

10,158 

31,279 

1948. 

14>5';3 
3,gor 

'56.759 

41,437 
116,866 

'47 

415,309 
= 

9,922 

'7.605 
308,810 

91,232 

23,579 
28,228 

1949. Change. 

'4,553 
3·9"3 + , 

<)63 

+ 17.605 
+ 16.099 
- 2,027 

427.,60 + 30 ,714 

446,0 25 + 3°,716 
- -
322,034 .,.. 6;,275 

+ 13,421 

- 3,051 

5'.80;> + 10,370 

68.362 - 48,50 4 

3.822 + 3·575 

446,025 + 3°,716 
--

Half-yearly payments of £873, 180 were made to H.M. Treasury on 5th April and 
5th October, 1948, in pursuance of Section 1(4) of the Bank of England Act, 1946. 

The item " H .M. T reasury Special Account" first appeared in the Bank Return for 
the week ended 4th August, 1948. This Account was opened under Paragraph 2 of 
Article IV of the Economic Co-operation Agreement of 6th July, 1948 (Cmd. 7469) to 
receive the sterling equivalent of United States dollars made available to the United Kingdom 
by the Government of the United States on a grant basis. It also receives the sterling 
equivalent of currencies of participating European countries paid over when the United 
Kingdom exercises drawing rights on such participants in terms of the Agreement for 
Intra-European Payments and Compensations (Cmd. 7546); the only such drawings have 
been in Belgian francs. 

Of the amounts credited to the Treasury Special Account 5% is paid immediately 
!o the Economic Co-operation Administration for its expenditures in the United Kingdom, 
m accordance with Article IV(4) of the Economic Co-operation Agreement. 

The Bank's holding of government securities shown in the Bank Return includes a 
holding of non-interest bearing Treasury Notes corresponding to the balance standing to 
the credit of the Special Account. 

The Bank Rate remained unchanged at 2% . 
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F LOATING DEBT. 

The outstanding total of the Floating Debt, as given in the Exchequer Return for the 
date nearest to the end of February in each year, showed a decrease of £252 million, of 
which £8 million was in Treasury Bills, £62 million in Ways and Means Advances and 
£182 million in Treasury Deposit Receipts. 

F LOATING DEBT O UTSTANDING. 

£ millions 4th Mar. 2nd M ar . lat M a r. 28th Feb. 26th F eb. 
1939. 1946. 1947. 1948. 1949. 

Tre:15ury Bills ... 856 4,206 4,741 4,503 4>495 
Ways 3: ~'Ieans Ad\'ances; 

by Public Departments ... 4' 446 53' 493 4" 
by Bank of Engi:lnd 6 '5 

, 
" Treasury Deposit Receipts ... 1,566 1,473 1,201 1,019 

9" 6,218 6.759 6,199 5.947 
= -- -- = 

Apart from the excess of revenue over ordinary expenditure plus other expenditure 
" Below the Line" (net), three other factors may be mentioned which during the year 
caused sharp movements in the total of the Floating Debt unrelated to current Government 
financing. First, in the week ended 6th March, 1948, the total rose by £334 million 
reRecting the redemption on 1st March of the 3% Conversion Loan, 1 948~53. Secondly, 
between 24th July and 14th August the total fell heavily (£298 million) on the realisation 
by India and Pakistan of fund s required to meet payments to H.M. Government in the 
United Kingdom for defence stores and pensions (Cmd. 7472 and 7479). Thirdly, 
3% T erminable Annuities were purchased by the National Debt Commissioners in 
December, 1948 (£ 50 million) with moneys held for Savings Banks Funds. 

T he weekly allotment of Treasury Bills by tender amounted to £ 170 million except 
on three occasions, on two of which allotments were at £. 180 million and on the third at 
£ 190 miIlion. The total of appl ications received for Treasury Bills on 3rd December, 1948, 
constituted a record at £320,835,000. 

WEEKLY ALLOTMENT OF TREASURY BILLS. 

£ milliom 
30 wt:t:ks endt:d 2nd Octobt:r, 1948 

I wet:k t:nded 9th Octobt:r, 1948 

1 wt:t:k t:nded 16th Octobt:r, 1948 

1 wec:k t:ndt:d 23rd Octobt:r, 1948 

19 wttks t:nded 26th February, 1949 ... 

The average rate of discount at which the Bills were allotted remained stable at 
about 10/ .%, the highest and lowest rates being 10j6.13d.% at the tender on 
11th February, 1949, and IO/ I.IOd.% on 5th March, 1948, respectively. 
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Since their introduction on the 1st July, 1940, the Treasury Deposit Receipts issued 
to the Banks from time to time had been of a currency of six months only. From June, 1948, 
in order to obtain more flexibility in their use, Deposits have been received for periods of 
five, six or seven months. The rate of interest remained at 5/8% per annum. 

Other Debt managed by the Bank. 
The nominal total of Stocks and Bonds managed by the Bank, which does not include 

amounts on the Registers of the Bank of Ireland in Dublin and Belfast, the Post Office 
Savings Department and the T rustee Savings Banks, showed a net increase during the year 
of £ 172 million. The fo llowing table shows the changes in recent years in the different 
groups of stocks. T ax Reserve Certificates and inte rest-free loans are not included in the 
figures. 

D EBT MANAGED BY THE BANK. 
£ million! 

E ND OF F EBRUARY. 1939. 1946. 1947 . 1948. 1949. 

British Government: 

Stock 5,107 12,367 12,567 12,56s 12,269 

Bearer Bonds ... 1,002 '58 ' 45 '37 ' 30 

T otal 6,1(>9 12,525 12,712 12,702 12,399 
= ~ ~ ~ --

Other Securities: 
Tre::asury G uaranteed '40 207 '5' 1,187 1,726 

Dominion &. Colonial 454 ,,6 '" ' 38 ' 30 
Local Authoriue::$ ' 97 ' 73 ,66 ,66 ,66 
Public Boards, etc. 202 202 2", '" 55 
Miscellaneous ' 9 ,6 ,6 ,6 ,6 

T otal l ,o r2 7'4 656 1,618 2,093 
= = = --

Grand T otal 7,121 13,249 13,368 14,320 14,492 
= -- = = 

The principal operations during the year in Stocks managed by the Bank are set out 
below. 

3% Conv e:: rsion Loan 1948-53: 
1St March, 1948. For cash ... 

REDEMPTIONS. 

Queensland Governmen t 4% Inscribed Stock, 1940-50: 
16th August, 1948. For cash ... ... 

Ne::w Zealand Govunment 4}{ % Inscribed Stock, 19<\8-S8: 
1St October, 19<\8. For cash ... 

India 3 % Stock, 1948 : 
5th October, 1948. For cash 

T anganyika Government 4}{ % G uaranteed Stock, 1948-68: 
1St De::ct:mber, 1948. For eash 

*£301.8 million 

" 

£12.6 " 

£·9 " 

£2. 1 " 
• Refers to the tot~ 1 of Slack outstanding which was sLig.btly larger than the total managed by the Bank, by the:: 

amount sta ndmg on th e:: Bank of Ireland and other Registers. 
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• 

CoNVERSIONS. 

Queensland Government 4% Inscribed Stock, 194G-50 : 
l8th May, 1948. Converted into Government of the Commonwealth of Australia 

3% Registered Stock, 1964-66 

Queensland Government 3r.t % Inscribed Stock, 1940-60: 
18th January, 1949. Converted into Government of the Commonwealth of Australia 

3% Registered Stock, 1972-'74 ... 

[3.2 million 

" 
(The Government of the Commonwealth of Australia Stocks arc domiciled with the Commonwealth 

Bank of Australia.) 

NEW ISSUES. 

British Transport 3% Guaranteed Stock, 1978-88: 
1St March. 1948. Exchange for London Transport " LA" Stock .. . 

Issued subsequently in exchange for the Securities of various Transport 
Undertakings 

British Transport 3% Guarantccd Stock, 1968-'73= 
ut April, 1948. Issued as compensation in respect of railway wagons 

30th November, 1948. Issued o/a compensation to T homas Tilling Limited 

31St December, 1948. " .. " " " " 
British Electricity 3% Guaranteed Stock, 1968-73: 

1St April, 1948, and subsequently. Exchange for the Securities of various Electricity 
Undertakings including the following Securities which were managed by the 
Bank-

untral Elcctricity 5 % Stock 195<>--70 

" .. 5 % " 1955-'75 

" ,,4~%" 1951-'73 

" ,,4 ~ % " 1957-82 

" ,,4 % " 1959"89 
" ,,3 ~ % " 1974-94 

Electricity (Civil Defence) 3% Redeemable Stock, 1955-60 
West Midlands Joint Electricity Authority 5% Stock, 1948-68 

British Electricity 3% Guaranteed Stock, 1948"53: 
1St April, 1948. Exchange for the North Wales Power Company Limited 

Guaranteed Debenture Stock, 1946-53 
3% 

North of Scotland Electricity 3% Guaranteed Stock, 1968-70 : 
ut July, 1948. For cash at par 
1St October, 1948. For cash at [101 % 

New ualand Government 3% Stock, 1966-68: 
14th July, I~. For cash at par ... 

[6 million 

£6 " 

[9.4 million 

1St September, 1948. In exchange for New Zealand Government 
4~ % Inscribed Stock, 194B-s8, at par ~£:.:6-.:.6_~,,~ 

( 6 ) 
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£8·4 " 

" 
" 
" 

[335.3 million 
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NEW ISSUEs-col1tinued. 

Agricultural Mortgage Corporation Li mited 3% Delx:nture Stock, 
J6th Se ptember, 1948. For cash at L98% ... 

British Electricity 3% Guaranteed Stock, 1974""77; 
nnd October, 1948. For cash at L99 10$ .% 

Government of Southern Rhodesia 3% Stock, J971""73; 
24th November, J948. For cash at par 

British European Airways 3%Guafantced Stock, 1980-83 ; 
15th February, J949. For cash at par 

Bri tish South American Airways 3% Gurtranteed Stock, 1980-83; 
ISth February, 1949. For cash rt t par 

1966--(J9 ; 

b million 

£''''' " 

£5 " 

£6 " 

£3·5 " 
In the case of British Electricity 3% Guaranteed Stock, 1968·73, the main compensation 

Stock issued under the provisions of the Electricity Act, 1947, accounts representing the 
sum of £321 million were recorded in the Bank's Register at the end of February. The 
corresponding figure for British Transport 3% Guaranteed Stock, 1978-88, was £691 million. 
The transfer to the Bank's Register of the accounts representing the balances of Stock is 
proceeding. 

The total number of transfers registered during the year was 900,000, an increase of 
206,000 or 29% on the previous year. T he figure reflects the considerable market activity 
during the early part of the year. 

London Clearing Banks. 

As in previous years, the Committee of London Clearing Bankers and other 
representative financial organisations continued to work with the Bank of England in close 
and intimate co--operation. 

Between 18th February, 1948, and 16th February, 1949, the deposit liabilities of the 
Clearing Banks again rose, by £\75 million, the proportion of Current Accounts to Total 
Deposits being fractionally reduced. 

L ONDON C LEARINC BANKS : DEPOSITS. 
L millions 

FEBRUARY. 1939. 1946. 1947 . 1948. 1949. 
Current Accounts ... 1,212 3.O']S 3,603 3,700 3,810 
Deposit & Other Accounts <)64 , .606 1,916 '.94' '."'7 

Total De:posits ... 2,176 4,684 5,5 19 5,641 5,817 
Balances with Other Banks, etc . ... SS '43 ' 70 , S, ' 9" 

Net Deposits 2,118 4,541 50349 5.460 5,617 -- ~ = -- ~ 

Rate: of Increase on previous year on 
Net Deposits .. . . .. 6·3% 17.8% 2. 1% 3.1% 

( 7 ) 



Among the asset items shown in the Monthly Statement, Cash in hand and at the 
Bank of England rose from £465 million to £481 million and the ratio of Cash to Total 
Deposi ts from 8.2 /'0 to 8.3/'0 . There was a further increase both in Money at Call & Short 
Notice and in Bills Discounted, so that these three items amounted to 325/'0 of Net Deposits 
in February, 1949. On the other hand Treasury Deposit Receipts stood at £989 million, 
February. 1949, being the fi rst month since August, 1943, in which this item stood at less 
than £ 1,000 mi ll ion. In the seven weeks between 31st December and 16th February it fell 
by no less than £408 million, in sympathy with the exceptionally heavy inflow of revenue. 

LONDON CLEAR ING BANKS: P RI NCIPAL A SSETS. 

£ mdlionJ 
P(:rc~ntag~ of N~t Deposits is shown in italics. 

FEBRUARY. 1939. 1946. 1947. 1948. 1949. 

Cash in H and and at Bank of England " 3 .83 . 63 .65 .8, 
11.5 10.6 8,7 8·5 8,5 

Mon~y at Call and Short Notic~ 138 '43 ." 44' ,9' 
6,5 H 7·9 8., 8-7 

Bills Discount~d '" 3,0 659 7'3 860 
10.0 7·5 12·3 13. 1 15·3 

Total of above it~ms 593 1,066 1,543 1,620 1,832 
28.0 23·5 28·9 29·7 ]2·5 

Tr(:3sury Deposit R(:c~ipts 1,468 1,436 1,157 g89 
32.3 26.8 21.2 17.6 

Total of 3bov~ it~ms ... 593 2,534 2,979 2,777 2,821 
28.0 55.8 551 5°·9 5°·1 

Investments 6'7 1,241 1>439 1,485 1>487 
29.1 27·3 26,9 27.2 26·4 

Ad\'anc~s ",d Oth~r Accounts 977 837 ' ,005 1,273 1,394 
46.1 18·4 18.8 23·3 24.8 

Investments were virtually unchanged on the year, and Advances to Customers and 
Other Accounts rose by £121 million, as compared with £268 million and £ 168 million in 
the two preceding years. The increase was mainly shown in the first and last quarters of 
the year, the figure being comparatively stable during the summer months of 1948. The 
credit facilities provided by the Clearing Banks conformed as before with requests made by 
the Chancellor of the Exchequer, no new request being communicated in the course of the 
year under review. The quarterly classification of Advances issued by the British Bankers' 
Association gives an indication of the directions in which bank advances have risen: its 
scope differs from that of the Clearing Bankers' Monthly Statement, in that it comprises all 
advances made within Great Britain by all members of the Association, the classification 
(except for Personal & Professional) being based on the business of the borrower. 
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BRITISH BANKERS' ASSOCIATION: CLASSIFICATION OF ADVANCES. 

£ millions 
FUItUARY. 

Coal Mining 
Quarrying, etc. 
Iron & Steel and Allied Trades 
Non.ferrous metals 
Engineering, ete. 
Shi pping & Shi pbuilding ... 
Transport & Communications 
Cotton 
Wool 
Other Textiles 
Leather & Rubber 
Chemicals 
Agriculture & Fishing 
Food, Drink & T obacco 
Retail Trade 
Entertainment 
Builders & Contractors 
Building Materials ... 
Undassifiable Industry & Trade 
Local Government Authorities ... 
Public Utilities (other than Transport) 
Churches, Charities, Hospitals, ete. 
Stockbrokers 
Other Financial 
Personal & Professional 

Total 

External Finance. 

'.0 
66.6 
10·3 
9.6 

7·' 
4-3 

10.2 

'·9 
9·' 

6605 
57.2 
62.2 

26,7 

38.8 
5.0 

27·9 
78,7 

7·3 
10·4 
,.' 

73.2 

239·5 
8, 8,3 
= 

1047 . 

8,5 

3·' 
14.6 
,.8 

72 .7 
10·7 
13.0 

4-9 
9.6 

12·7 
6.6 

12.0 
80.1 

64·5 
88.0 

"·5 
52. 1 

7.8 
43.2 

78,9 
13·5 
I .p 

H 
88,5 

295. 2 

TRANSFERABILITY OF STERLING. 

1948. 

8., 
3·5 

15.1 

'·7 
IOS·5 
18,5 
13.2 

7·5 
13·3 
21.8 

9.0 

18.6 
101.7 
88.2 

131.1 
28.8 
60,7 
12.2 
6,.6 
86.6 
13·9 
18,4 

5·' 
103.2 

355·, 

1949. 

6.6 
,.6 

21.0 

J.3 
122·5 
16·5 
18.0 
10.8 
14.8 

>8,3 
10.8 

t8·7 
126,7 

89.2 

153.0 

34·5 
61.2 

12·7 
75·, 
9404 
21.4 

9·' 
3.8 

117·5 
31:16.0 

= 

19'9 

% " 
Total. 

·'5 
·3' 

"44 
·'3 

8.38 
1.13 
1.23 

·7' 
1.01 

1.94 

·7' 
,,>8 

8.6] 
6. 10 

10·47 
2.36 
4· 19 

.87 
5. 16 
6.,6 

1-46 
.63 
.,6 

8.04 
26·42 

100.00 

By 1st March, 1948. great progress had been made with the laborious adj ustments 
required by the suspension of automatic transferability to the American Account Area in 
August, 1947. This entailed separate negotiations with a series of countries outside the 
Sterling Area, and a readaptation of the payments system throughout the Sterling Area to 
conform with the results of these negotiations. It did not entail a reconversion of the system 
to a bilateral basis. On the contrary, it was a cardinal point of policy that transferability 
of sterling should be maintained over as wide an area as possible, the limiting factor being 
the risk of a further reduction of the central reserves of the Sterling Area by way of gold 
settlements or of a continuing loss of dollars. Even where automatic rights of transfer had to 
be suspended on account of this risk. arrangements were made for transfers to and from 
third countries to be continued on an " administrative" basis, through the procedure whereby 
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application may be made to the Bank of England for permission to make a sterl ing transfer 
to a thi r? country in respect of a specific t ransaction or se ries of transactions. In arriving 
at an esUmate of the balance of payments in any given di rection, fu ll allowance was always 
made for the greatest volume of th ird-country transfers compatible with the avoidance, as 
far as possible, of a loss of gold or dollars. 

T he Belgian and Portuguese monetary areas had left the automatic system by the 
end of 1947 and were fo llowed (temporarily) by Italy in Februa ry, 1948. Uruguay, Argentina 
and Brazil were excluded before the 1st June, but there had also been add itions to the 
Transferable Account Area-Siam and U.S.S.R. fo llowed by Poland (10th March) and 
Chi le (30th June): Italy returned in December, 1948. 

A summary of Agreements dealing wi th the international use of sterling which were 
concluded during the year ended the 28th February, 1949, is appended to this Report. Ample 
use was made of the arrangements for effecting particular transfers of sterling to third 
countries by obtaining the specific lpproval of the Bank of England. The aggregate amount 
estimated to hlve been transferred by countries outside the Sterling Area was £240 million 
in 1948, excluding all transfers to and from American Account countries. Of this total no 
less than £ 152 mill ion was transferred by use of the special administrative facilities. In 
addition, merchanting transactions (under F.E. 24 facilities) and payments under the Coffee 
and Rubber Schemes amounted to another £ 40 mill ion. The French and Netherlands 
monetary areas, Norway, Finland and Italy all took advantage of these facili ties to an 
apprec iable extent. Transfers by countries participating in the Organisation for European 
Economic Co-operation to other participating countries during 1948 amounted to £56 million. 

The intention always was that sterling transfer facil ities should be used only for 
direct current transactions. It has been found necessary to make this intention explicit 
in a number of Agreements, while still leaving British and foreign merchants free to initiate 
t rade fo r payment throughout on a sterling basis between countries inside and outside the 
Sterl ing Area, provided that it is expressly authorised. 

EU ROPEAN RECOV ERY PROGRAMME AN D I NTRA~EuROPEAN P AYMENTS A GREEMENT. 

Of the $5,055 million voted by Congress for the fifteen months to 30th June, 1949 
(later reduced to the twelve months to 2nd April , 1949), the U.K. was allocated $1,3 16 million 
by E.C.A., of which $313 mill ion is in the form of loan. The sterling counterpart of dollar 
aid received on a grant basis is credi ted to the Treasury Special Account at the Bank of 
England refe rred to above. 

In October, 1948, the countr ies participa ti ng in the European Recovery Programme 
signed an " Agreement for I ntra~European Payments and Compensations". (C~d . 7546) 
providing for currency compensations and drawing rights inter se. Drawmg nghts are 
made available from the sterli ng counte rpart of dollar aid. Sterling drawing rights equivalent 
to $312 million- later increased to $320 mill ion- were established by the United Kingdom, 
who in turn received drawing rig hts from Belgium for the equivalent of $30 million in 
Belgian francs. 

( 10 ) 



I NTERNATIONAL MONETARY FUND. 

No drawings in U.S. dollars were made from the International Monetary Fund after 
April, 1948, by when the U.K. had drawn $300 million in all since the Fund ~gan 
operations on 1st March, 1947. The subscription of H.M. Government to the In ter~attonal 
Monetary Fund was adjusted in December, 1948, by a final payment of £6,391,000 In gold, 
against repayment of an equivalent amount of sterl ing. 

U.S. AND CANADIAN CREDITS. 

The fi nal drawing of $ 100 million on the $3,750 million line of credit established by 
the D.S. Government in favour of H.M. Government under the Anglo-U.S. Financial 
Agreement of 6th December, 1945 (Cmd. 6968) was made on 1st March, 1948. 

By agreement between the Canadian Government and H.M. Government, the 
arrangements for financing the Sterling Area defici t with Canada during the first quarter 
of 1948 were extended to 14th April and an additional sum of $7 million was drawn from 
the Canadian Credit. By mutual agreement there were no further drawings during 1948 
but, as a result of subsequent discussions, it was agreed that monthly drawings of $ 10 million 
could be made during 1949, subject to possible review during the year in the light of Canada's 
own exchange position. 

Court of Directors. 

Lord Catto resigned from the Court on 28th February, 1949, having served the office 
of Governor since 18th April , 1944. He was succeeded by Mr. C. F. Cobbold\ a Director 
since April , 1938, and Deputy Governor since September, 1945, Mr. D. G. M. Bernard, a 
Director since April, 1936, being .appointed Deputy Governor. Both these appointments 
were for the statutory period of five years. 

The term of office of four Directors expi red at 28th. February, 1949, and further 
~acancies had been caused by the deat? in May, 1948, .of Lord Dukes~on and the resignation 
m December, 1948, of Mr. Geo:ge Glbson .. Mr. Basil Sanderson, SLf O. E. Niemeyer and 
Mr. L. J. Cadbury were reappomted for ~e flod s of four, three and two years, respectively: 
and the Court was completed by the appomtment of Mr. M. J. Babington Smith Sir George 
Chester and Sir Kenneth Peppiatt for four years and of Mr. H. C. B. Mynors f~r one year. 

Copi~s o/this R~po,t may b~ obtain~d from th~ S~cretary, Bank.. of England. 
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Sm.U.tARY OF P AYMENTS AND FI NANCIAL AGREEMENTS NEGOTIATED DURI NG THE YEAR 

ENDED 28TH FEBRUARY, 1949. 

Sterling Area. 
D.lte of 

Country. Agreement. 

BUR MA 12th Oct. 
1948 

CEYLON 

INDIA 

IRAQ 

PAKISTAN 

Comm.lnd 
P.lper. 

7560 

ProvislonS of Agreement. 

Limits net expenditure in hard currency 
areas during period 1St July, 1948, to 
31St December, 1948. 

Sterli ng assets of Ceylon Government, Board 
of Commissioners of Currency and Ceylon 
banks transferred to No. 2 Accounts. 

£4 mn. released as working balance. 

£3 .'h mn. released for general purposes. 

Dollar expenditure limited during 1948. 

7472 Financial Agreement of 14th August, 1947, 

749'> 

7479 

extended to 30th June, 195I. 
No general release for year ending 

30th June, 1949· 
Up to £40 mn. [Q be released in each of the 

twO subsequent years in multiples of 
£5 mn. sufficient to maintain No. t 

Account at a level of £60 mn. 

Limits net expenditure in hard currency 
areas during year ending 30th June, 1949· 

Certain inter-Go"ernmental settlements 
adjusted through No. 2 Account. 

Extends Supplementary Agreement of 17th 
November, 1947, for 12 months. Limits 
hard currency expenditure during year 
ending 30th June, 1949· 

Financial Agreement of 14th August, 1947, 
extended to 30th June, 1949. £5 tnn. 
released for general purposes. Additional 
releases to a maximum of £5 mn. may be 
claimed up to 30th June, 1951, for external 
expenditure on resettlement and 
rehabilitation. 

Not less than £5 mn. to be released for 
general purposes in each of the years 
ending 30th June, 1950, and 30th June, 
1951. 

Limits net expend iture in hard currency areas 
during year ending 30th June, 1949· 

Certain inter-Governmental settlements 
adjusted th rough No. 2 Account. 

( 12 ) 



Non-Sterling Area_ 

Country. 

BRAZIL 

CHILE 

CZECHOSLOVAK IA 

DENMA RK 

F RANCE 

GERMANY 
(BIZONE) 

IT ALY 

NETH ERLAN DS 

NORWAY 

Dale of 
Agreement. 

:l Ist May 

'948 

4th Nov. 
1948 

31st Dec. 
'948/ 

3rd Jan. 
1949 

lOth Nov. 

'948 

8/19th Apr. 
'9,s 

1st June 

1948 

31St Dec. 
1948 

12th Mar. 
1948 

n th June 
1948 

6th Sept. 
1948 

Command 
Paper. 

7497 

7592 

P rovisions of Agreemen~_ 

Trade ::Ind Payments Agreement. 
Prescribes purposes for which Brazilian 

accumulated balances may be utilised. 

Sterling Payments Agreement. 

Extend Monetary Agreement of 1St 

November, 1945. with exception of Article , (;)("). 
Cancel right of National Bank of 

Czechoslovak ia to obtain sterl ing against 
Czechoslovak Crowns. 

Extends Monetary Agreement of the 16th 
August, 1945. to cover Faroe Islands. 

Removes Syria from the French Franc Area. 

7430 Provides fo r sale to France of sum not 
exceedi ng [ 10 mn. against a forward 
re-purchase of like amount. 

7623 Prolongs Bizonal Fusion Agreement of 2nd 
December, 1946 (amended by Agreement 
of 17th December, 1947) for three monms. 

7587 Abrogates and replaces Sterling Payments 
Agreement of 17th April, 1947. 

7381 Abrogates Supplementary Monetary Agree-
ment of 26th February, 1947. 

7487 Lays down basis for passing on to Indonesia 
the V.S. dollar proceeds of certain 
Indonesian exports through Singapore and 
Malaya. 

7531 Extends Monetary Agreement of 7th 
September, 1945, for one year from 7th 
September. 1948. 

7474 

( ' 3 ) 

Places effeC[ive .. ceiling" on Nemerlands' 
holding of sterling above which V.K. is 
required to pay gold for guilders at 
£55 mn. 

Abrogates 
Monetary 

and replaces Supplementary 
Agreement of 27th June, 1947. 



Non-Sterling A rea---contilltud. 

Country. 

PERU 

POLAND 

PORT UGAL 

SPAIN 

SWITZERLAND 

Date of 
Agreement. 

20th July 
1948 

2nd Mar. 
1948 

14th Jan. 
1949 

25th Feb. 
'949 

Command 
Paptr. Provisions of Agreement. 

7498 Sterling Payments Agreement. 

7352 Sterling Payments Agreement. 

7628 Trade and Finance Agreement. 
Extends existing credit facilities in London 

and sets aside momes for settlement of 
financial claims. 

7401 Extends Monetary Agreement of 16th April , 
1946, for one year. 

7449 Trade and Payments Agreement. 
Abrogates Supplementary Monetary Agree· 

ment of 26th June, 1947· 

7596 Sterling Payments Agreement. 
Abrogates and replaces Monetary Agreement 

of 28th March, 1947. 

7669 Extends Monetary Agreement of 12th March, 
1946, for one year. 
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BANK OF ENGLAND. 

Notes Issued: 
In Circulation 

In Banking 
Department 

Capital 

Rest 

Public Deposits-
(Including Excbequer, Savings 
Banks , Commls81oneu of Natlonal 
Debt, and DlYldend .Accounts): 

£9,921,716 
H.M. Treasury 
Special Account £ 17,605,141 

Other Deposits : 
Bankers. 

£ 308,810,506 

Other Accounts. 

£91,23 1,744 

28TH F EBRUARY, 1949. 

ISSUE DEPARTMENT. 

£ 

1,23 1,885,940 

68,361,893 

£ 1 ,300,247,833 

Government Debt ... 

Other Government 
Securities 

Other Securities 

Coin other than Gold 
Coin 

Amount of 
Fiduciary Issue 

Gold Coin & Bullion 
(@ 172" 3d. per oz. fine) 

£ 
11,015,100 

1,288, 166,836 

806,678 

11 ,386 

£ 1 ,300,000,000 

247,833 

£ 1 ,300,247,833 

K. O. PEPPIA TT, Chief Ca,hi". 

BANKING DEPARTMENT. 

£ 
14,553,000 

3,903,135 

27,526,857 

400,042,250 

£ 446,025,242 

Government Securities 

Other Securities: 
Discounts &: Advances. 

Securities. 

Notes 

Coin 

£23,579,090 

£28,228,468 

£ 
322,033,941 

51,807,558 

68,361,893 

3,821,850 

£ 446,025,242 

K. O. PEPPIATT, Chief Ca,hier. 



l'RINTE.O BY 101lN ROWL/r,ND DUDIN, AT ST. LUKI!'S PRINTINO WORKS (SA.."K OF B.."OLlr.l>"'D), OLD STREET, E.e.I, 

IN THE COUl>-rY OF I.oNOON. 
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