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Court of Directors
29th February 1976

The Rt Hon. Gordon Wi!1iam Humphrey s Rich ardson, MBE,Governor
Sir J asper Quintus Hollom, KBE, Deputy Gov ernor
Gcorge Adrian Hayhurst Cadbury, Esq.
J ohn 1.,.lartin Clay, Esq.
J ack Gale Wilm ot Oavics. Esq. , OBE
Leopold David de Rothschi ld, Esq.
John Christ ophcr Rodcrick Oow, Esq .
John Standish Fforde. Esq.
The Rt Hon. Lord Grccnc of Harrow Weald, CBE
I·lector Laing, Esq.
Sir J ohn Mauricc Laing
Christopher WilJiam McMahon, Esq.
The Rt Hon. Lord Nelson of Stafford
Sir Lioncl Alexander Bethune (Alastair) Pilkington, FRS
The RI Hon. Lord Robens of Woldingham. PC
Sir Eric Roll, KCMG , CB
The Rt Hon. Viscount WeiT

The term of office of Mr J. G. W. Davies expired on 29th February 1976 and
Mr George Blunden was appointed in his place for a pn iod of four yurs.
The terms of office o f Sir Ma urke Laing, Lo rd We ir and Si r Alastair Pilkington
also expired on 29th February 19 76 and they were reappointed for a period
of four years.
Sir R obert Clark, DSC, has been appointed un til 28th february 1977 to fill
the vacancy caused by the death of Sir Val Duncan.
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G. J. Costcllo
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S. W. Pay ton, CMG

Chief of the Economic
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Department

1-.I.J. Thornton,l\ fC

Head of Economic
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L. 1\. Dicks·Mi reaux

B. Page

Chief o f
Exchange Control

E. B. Bcnnctt, DSC

Banking Supervisio n [I ]

George Blunden

Secrctary(2]
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Chief of
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K. J. S. Andrcws, timE
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M. J. S. Cubbage, l\IBE

Chief of
Management Serviccs{2J

G. L. L. de Moubr<lY

W. P. Cooke[l ]
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A. Kirbyshire

Sir Henry Benson, GBE

[ 11 Mr George Blundcn was appointed to the Court of Direetors from hll\ larch 1916. His r.... sporu ibility fo r Banking Supcf\'isi(l(1
was assumed by /I-[r W. P. Cooke.

[:21 On the formation of the Administration Department (sce palle 20). the following appointmenu were made with effect from
ht Marc h 1976:
/llr Taylor

- Chief of Adm inistration

Mr de Moubray - llead of Computer Sel"Yi .... es
Mr C . C. Cough - a Deputy Chief of Administration and Secretary of the Bank
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The work of the Bank
This Report covers the year cnded 29th Februa ry 1976. The
open ing sections describe developments in credit control and the
Bank's operations in various financial markets; these arc followed
by a survey of other aspects of the Bank's work, and a final
section deals with staffing and ot her internal affairs. The Bank's
accounts arc shown at the cnd of the Report. The text does not
generally comment in detail on the mo re complex issues related to
monetary policy , which arc discussed more full y in the Quarterly
Bulletin.
In the domestic markets, issues of Treasury bills were unusually
large. and in the year to cnd-March 1976 the authorities sold
£4,140 millions nel of gilt-edged stocks, n early twice as much as in
any previous year. In J anuary the Bank temporari ly released one
third of special deposits - the first occasion on which this
instrument had been used flexibly in this way.
Among new developments in the Bank's other domestic
activities, the revised system of statistical reporting by banks
(referred to in last year's Report) was introduced during 1975,
providing the authorities with better info rmation and improving
the range and quality of published statistics. On the external side,
the Bank remained in regu lar contact with a wide range of
international and other overseas institutions, including the several
EEC bodies concerned with economic and finan cial affa irs.
The Bank have given evidence to a sub-co mmittee of the Select
Committee on Nationalised Industries , which has conducted a
short inquiry into the affairs of t he Bank to bring up to date the
Committee's previous report pub lished in 1970.
The Bank gratefully acknowledge o nce again the ready
assistance and co-operation which they have received during the
year from banks and ot her institut ions.
Monetary policy
Throughout the year under review, the containment of inflation
remained the prime aim of moneta ry poli cy. In spit e of a very
large public sector borrowing requirement, the main monetary
aggregates grew significantly less than the gross domestic product
in money terms. Onc important reason for this was the weakness
of demand by the private sector for bank credit; another was the
unprecedented scale of official sales of gilt-edged stocks to the
private sector other than banks. During the summer and autumn
o f 1975, interest rates had been raised , partly to keep London
rates competitive with those in other centres, and partly to help
maintain control over the money stock. Towards the end of the
period, as evidence accumu lated that the rate of inflation was
falling and gilt-edged stocks were heavily bought, it became
possible to allow interest rates to decline to their lowes t point for
more than two years.
The main developments in credi t control during the year were
as follows.
Special deposits

On 15th J anuary the Bank announced that onc th ird of special
deposits would be temporarily released on the 19th of that month
and that, unless notice was given to the contra ry, the funds were
to be redeposited on 101h Fcbnlary. The reason was that a hea\'y
concentration of tax payments was expected to cause sizable but
temporary shortages in the money markets, which might have
caused interest rates 10 rise undesirably. The deposits were, in fact,

,

recalled on 10th February, thus restoring the total called to 3%of
eligible liabilities_ This was the first occasion on which the special
deposit instrument had been used flex ib ly in this way, although
the possibility of such use was envisaged when the present
arrangements were introduced in 1971. No other general calls or
repayments of special deposits wefe made during the year.
Supplementary deposits

The operat io n of this scheme was suspended on 28th February
1975 (sec last year's Report); it has remained in abeyance but is
available to be reactivat ed al any t ime.

Interest-rate ceilings

There have b een no in terest-rate ceilings on bank deposits duri ng
the year.

Directional guidance

The Governor's reques ts to banks and finan ce houses of 11th
September 1973, 12th November 1974 and 28th February 19 75
remained in force until 17th December 1975. On that date, the
Chancellor o f the Exchequer announced an easing of hire-purchase
terms control, and the Governor made a new request to banks and
finance houses, which reflected the new hire-purchase terms and
restated existing guidance. Thus, banks and finance houses were
asked to continue to restrain lending to persons (other than for
house purchase), lending for purely financial transactions, and
lending to property companies providing this did not aggravate the
difficulties of such companies. They were also asked to ensure
that, within the b ounds of banking prudence, the needs o f
manufacturing industry for finance or facilities for working capital
were fully met; and to direct any expansion of their lending
mainly to providing finance for the ex pansion of exports, for the
saving of imports, and for domes tic industrial inves tment.
Treasury b ill and money-market management
There was an exceptionally large increase in the total am ount of
T reasury bills ofrered at the weekly te nders during the year,
mainly because of t he Government's very large domestic
borrowing requirement. At the beginning of the year, the amounts
offered each week were running at £150 million or less; but by the
last quarter of 1975 there were eight consecutive offers of .£400
million or more, and an issue of £500 million bills was made in
February 1976. Competition for bills at the tender became
increasingly kee n as the year progressed, partly because of
expectations of lower interest rates, but also because of a growing
demand for bills from olltside the banking system. In order to
facilitate the handling of these larger issues, and subsequent
market operations, Treasury bills with a denomination of .£1
million were made available for the first time on 14th November.
Hitherto, the largest denomination available had been for
£250,000.
Except during a sho rt period at the beginning of the year, the
volume of Treasury bills in issue made it unnecessary for the Bank
to buy commercial bills when rel ieving shortages of fu nds in the
marke t : operat ions were cond ucted entirely in Treasury bills 3nd,
to a much lesser extent, in local authority bills, o r by lending to
the discount houses. The number of occasions on which the Bank
lent 10 the market at minim um lending rate was much the same as
in recent years, b ut the scale of such lending was appreciably
larger _ as were all the Ban k's market operations : the total ~fsal(S
and purchases of bills (at £13,100 million) was about 55% Illghff
than in 1974/75. On onc particlllar day ( 17th J uly), the Bank
provided a record amount of ass istance (just over £700 million) 10
relieve an exceptional shortage mainly caused by very heavy
subscriptions to a ncw issuc of government stock.

6

Short-term interest rates moved in three distinct phases during
the year. In the spring and early summe r, rates continued the
decline which had begun in J anuary, with the Bank's minimum
lending rate falling fr om 10 ~% at the end of February to 10% in
mid-March, where it rcmained until the middle of July (except for
t wo weeks just afte r t he Budget, when it was 1,40% lower). By that
time a rise in US rates, which had begun in June. was leaving UK
rates increasingly out of line. The Bank acted to st imu la te a rise in
interest rates by lend ing to the discount market fo r a week a t
minimum lending rate, and the average rate of discount for
Treasury b ills at t he tender o n 25th J uly rose sharply, taking
minimum lending rate up by J % to 11 %. Another sharp increase in
the average rate of discount occurred at the first tender in
October, raising minimum lending rate by a further 1% to 12%. On
that occasion, the increase reOected both external (the weakness
of sterling, together with a further rise in US rates) an d domestic
considerations (the dullness of the gilt-edged market and faster
growth in the money supply). The third phase - of falling int erest
rates - b egan towards the end of Octob er and gathered
momentum in the following months, bringing minimum lending
rate down by six steps of 1,4% each to IO~% towards the end of
January, and by two further steps of \4% each to 9~'370 early in
February. The rate fell again, by \4%, later in that month and
ended the year at 9\4%, with the average discount rate for
Treasury bills at the tender on ly a littl e over 8~'370.
This fall in UK short-te rm rates fo ll owed closely o n a decline in
rates in the United States and other centres. Although US rates
stopped falling at the end of J anuary, in this count ry t he
continued lack of demand for bank advances and increasing
optimism about the prospects fo r reducing inOation led to
excep tionally keen compe tition for T reasury bills, despite the
large amounts on offer. During November to February t he fall in
the UK Treasury bill tender rate (from arou nd 11 Y2% to 8Y:!%) was
consequently more prolonged and steeper than that in the United
States (from about 5%% to just under 5%).
The fall in UK rates was generally acceptable to the authorities.
Indeed, the temporary release o f onc third of special deposits for
about three wee ks over the cnd of January was designed to avoid
an upward twist to short-term rates (sce page 5).

1I.Ianage ment of th e gilt-edged market
The gilt-edged market began the financial year 1975/76 in a phase
of consolidation. The authorities had sold an unprecedented
amount ofstoek in the 1I.Iareh quarte r of 1975, and there had also
been a record decline in yields, to which the authorities had
contributed by allowing six weeks to elapse between the
exhaustion of t he long-dated tap stock in J an uary and the
introduction of another in March. The announcement 0 11 7th
!\'Iarch of the issue of £500 million 12 Y:!% Treasury Loan t 993,
and also of a further tranche of £500 million 9% Treasury Stock
1978, closely coincided with a slacken ing of demand, and yields
on all maturilies began to rise. At the long end, for example, the y
rose from 131,4% in mid·f-,Iarch \0 just below 15% at cnd-Apri l.
The main inO\lences on the market were simi lar t o those of the
previolls year. The size of the public sector borrowing requirement
implied a continuing need for heavy official sales of gilt-edged in
order to avoid excessive growth in the money stock; and this led
to a general apprehension of upward pressure on yields whenever
the borrowing rcquirement seemed likely to be large r than
originally estimated. T here was similar conccrn about thc course
7

of domestic inflation and the efforts to control it; and external
factors (both the balance of payments deficit and interest rate
developments abroad) also continued to exercise a marked
influence.
Once the Budget was past, however, the dominant short-term
influence was the approaching refe rendum on UK membership of
the Euro pean Econo mic Community. While uncertainty over the
likely outcome prevai led, the market cont inued to drift, but
towards the end of May, when the decision to remain in the
Community seemed assured, demand for stock revived. Greater
interest was shown initially in the short-dated March issue, whieh
was sold out before the referendum was completed, and replaced
immediately by £600 million 9!h% Treasury Stock 1980.
Thereafter, attention switched to the longer end, and the 199 3
stock issued in March was also exhausted before the end of J une.
In the quarter as a whole net official sales amounted to some
million.
Towards the cnd of June, long-dated stock came into very
heavy demand, prompted by growing optimism over the
Government's new countcr·inl1ation policy and its endorsement
by the trade unions. Yields 011 long-dated stock accordingly
seemed distinctly attractive. The successor to the March issue of
1993 stock was an additional tranche of £500 million 12 JA%
Treasury Loan 1995, announced on 27th June, and issued at
£88'50 per £100 stock, with a redemption yield of 14-52%: it wal
sold out on 9th July within four working days of its issue_ On
11th July an issue of £750 million 131,4% Treasury Loan 199 7 was
announced, at a redemption yield of 14·06%: applications were so
heavy t hat too little remained for it to be used as a tap stock. On
Ist August, a further long-dated issue was announced - £600
million of 12 ~% Treasury Loan 1992, with a redemption yield of
13-59%.
r-.'ieanwhile, developments at the shorter end had been less
favourable, entirely for external reasons. The weakness of sterling
in April and early May was resumed in June, and later in that
month US interest rates began to rise sharply. Following the
Bank's dear signal to the discount market on 22ndJuly,
lending rate rose by 1% to 11% in line with the rise in the average
rate of discount at the Treasury bill tender on 25th July, and
yields on shorter·dated gilt·edged adjusted accordingly. The Bank
let it be known that their action on short rates did not imply any
desire to bring about an increase in yields on longer maturities:
this was reflected in the terms (in particular, a life of only
seventeen years to maturity) of the issue announced on 1st
August. However, demand had by then abated, and applications
were fairly small.

rn,",.",m

In August and September turnover in the market was
reduced, and the main feature was the redemption on 15th
of 3% Savings Bonds 1965/75, the last of the widely-held
issues of Savings Bonds. Some £1 ,070 million was then in
which £530 million remained in the hands of the public - an
unusually large amount t o be outstanding at redemption.
.
However, most of the proceeds appear to have been reinvested 1n
other short and medium-dated issues, including two low_coupon
stocks (3% Treasury 1977 and 3% Treasury 1979), of which .
additional tranches _ each of £250 million - had been issued ITI
June for this purpose.
With the gap between short and long yields narrowing in JulY,
the yield curve flattened appreciably, particularly at the vcr)'
cnd, where yields on stocks of up to about two years were only
slightly higher than those 011 Treasury bills. Very short-dated
8

gilt-edged were therefore unattractive to the banks as an outlet for
surplus liquidity, while the shortest available tap stoc k (9Y2%
Treasury Stock 1980, with just over five years to maturity) was
rather too long for them. Accordingly, the gap was filled by the
issue, announced on 19th September, of a further £400 million of
9% Treasury Stock 1978.
Net official sales amounted to £810 million in the September
quarter, but these were concentrated in the earlier part of July .
Towards the end of the quarter, the absence of any significant
further sales to investors other than banks, and the associated
acceleration in the growt h of the money stoc k, began to make it
uncertain whether existing yields could produce sufficient sales to
avoid excessive monetary growth. At the end of the quart er, with
sterling again co ming under pressure, both short and long-term
yields began to rise, culminating in another increase of 1% in
minimum lending rate after the Treasury bill tender on 3rd
October. On that occasion, in contrast to July, the Bank
acknowledged that the rise was justified on domestic :IS well as
external grounds, and yields on longer maturities responded fairly
quickly.
Almost simultaneously, US interest rates fell back quite sharply
after rising steadily since the middle of the year, and demand for
gilt-edged \v6.s quick to revive, part icularly for sho rt ·dated stocks.
By the cnd of November, all the tap stocks in existence at the
beginning of the quarter had been exhausted, and so too had the
£600 million of 11 Y2% Treasury Stock 1981 announced on 10th
October. On 21st November the authorities announced a second
tranche of .£600 million 10Y2% Treasury Stock 1979, followed a
week later by a second tranche of .£750 million 13 1,4% Treasury
Loan 1997 , yielding 15·05% to redemption. Both were heavily
bought in the latter part of December and ran out early in
January. Initially, movements in yiclds were small and
concentrated at the short cnd, with two reducti ons of 1A% in
minimum lending rate during November, foll owed by a steady
decline in short yields from early December. Long yields did not
turn down unti l well into December, having reached I 51A%, but
thereafter the decline accelerated. Net official sales in the
December quarter amounted to some £2,160 million, not far short
of the previous record for a full year. Within the total, some .£430
million was bought by the banking sector, including over £160
million by the discount market.
To replace the two stocks which ran out early in the New Year,
two more were announced on 9th J anuary. Onc was short·dateda second tranche of .£500 million 9Yl% Treasury Stock 1980 _ and
was almost entirely taken up at issue, so that it never ope ratcd as a
tap stock . To replace the exhausted long tap, however, a
medium-dated stock was issued, .£600 million of 13% Treasury
Stock 1990, with a redemption yield of 13·64%. The choice of a
medium was intended to allow con tinued freedom for long yields
to fall, if that were to be the natural result of market forces. For
similar reasons, it was decided not to issue immcdi ate
replacements either for the 1980 stock (which nevcr became a
~ap), or for the 1990 stock which ran out just ovcr a week afte r
Issue.
The lauer was replaced after two weeks, with the
announcement on 6th February of a further £600 million of
12Y2% Treasury Loan 1993, giving a redemption yield of 13·21 %.
A new short-dated issue - £800 million of 9%% Treasury Stock
198 1 - was not announced until 26 th March. By February ,
demand had once more fallen away and yields began to drift
upwards again, influenced by expectations of a rise in US rates,
the renewed weilkness of sterling, and some doubts whether
9

domestic inflation was still declining. Net official sales in the
r.,'larch quaTl er amounted to some ,£770 million, mostly in
J anuary. But within the total rise in market holdings, the banking
sector sold some £315 million of stock, largely reversing their
heavy purchases in the previous quarter.
The surges of buying interest, interspersed with periods of
relative inactivity, which were such a marked feature of the year
under review, are characteristic of contemporary conditions and
make it impossible for both the now of net official sales and the
patt ern of yields to follow a smooth course. Typically - and
especially with a public sector borrowing requirement on the scale
experienced in 1975/76 - the authorities endeavour to take
advantage of opportunities to sell when they occur, even if this
means dampening the reduction in yields that would otherwise
have taken place. Similarly, their interpretation of periods when
sales arc lower, and the growth in the money stock
correspondingly higher, allows for the spasmodic nature of
demand for gilt-edged stocks.
In the table which follows, official transactions arc analysed by
type of holder and by maturity .
.£ millions
N~I purchas~,

by

th~

public

+/sal~s-

Financial
By

y~ars

1 April _ 3 1 March

1971172 1972/ 73 1973114 1914/15 1915/1 6

lyp~

of holder[al
Ov~ rseas holders
UK banking seCIo r
Olh~r UK holders

•
•

152
8 1'

•

+1, 229

• 51
-976
+5 15

•

+2,200

-410

R~d~m p lionslconv~rsions
- 294
Up to 1 year
- 1,113
Over 1 and up to 5 years
+1,503
Over 5 and up to 15 years
Over 15 years and undat~d +1,785

-40 1
-9 73
+376
-238
+826

Total

167
11

38

"

+1,473

52
+2,261

•

+1,651

+2,177

+4,140

'"

+3,830

By mat urit y

•

To tal

(al

,I'

+2,200

- 410

267

-

420

'I'
• 850 +2,601
+1.064
• 423
• 348 • 486
344

+ 1,651

+2,177

Further Mtails may be found in T able 3 (I) of the L970 and 1975 in ues of lh<
&nk·s SlatiJlita/ Abslrad or in the comparabLe table whi ch appears in Ihe
statinica l annett to Ihe QuaTterly Bulleti... o.ange1 in Ih e holdings of Ihe UK
banking $<ctor are shown mainly at book vaJue, other chanlt"s at c<uh vatue. An)·
differences between book and cash values ill the banking seC IQr are rdlected ,n 11><
residual figure. for 'other UK holdns', Oveneal holdings are partly estimated, . nd
any erron :In again ",neeted in the ""idual ium. The banking s<Cl0r hne " ,1"4<1
the Banking Dep;l rtment of IlK Bank of England.

Foreign exchange markets
Sterling continued to noat independently in the foreign
exchange markets. In a period of wide nuctuations in nominal
exchange rates, the best guide to sterling'S overall performan ce
remained its 'effective depreciation', i.e. the trade-weigh ted
measurement of the pound's position .. gainst the currencies of the
United Kingdom's main Irading partners, based on the exchange
rates agreed at the Smithsonian settlement in December 1971. ~r
effective depreciation widened during the year fro m 22% to 3070.'1
wit h the sharpest fall occurring during the summer months (detail
are given in the Quarterly Bulletill).

The pound conti nued to be a ffec ted at intervals by nows of oil
fun ds , with periods o f heavy demand b y oi l companies fo r royalty
pay ments aJternatin g wit h b ou ts of selli ng as p roducing countries
diversified part o f their receip ts. O ffic ial interven tion o n behalf of
the Exchange Equalisat ion Accou nt was frequently used to
moderate the e ffect o f these and ot her strong in n uences on
sterling's exchange rate.
The authorities in ot her count ries also in tervened from time to
ti me, supporting the doll ar in the earlie r part of the year and
moderating its rapid improvement during the ~ummer. In
Nove mber t he summit meeting at Rambouillet agreed that
int ervention policies should be more cl osely co-ordinated; and t he
Uni ted States. Canada an d J apan became associated with the
pooling of exchange market in formation between the authorities
in countries in t he 'snake' and in other EEC countries, a network
wh ich Switzerland had also joined earl ier in 1975.
Turn over in the foreign exchange market in London remained
heavy, with mo re than fi ft y ban ks regu larly active in t he market
and twelvc b roking houses o perating in foreign exch an ge. T he
rules governing the conduct of the foreign exchange and currency
deposit marke ts in Lond on we re revised during 19 75: much of the
prcliminary wo rk was undertaken in t he joint standing committee
of representatives of the banks and b rokers, chaired by the Bank,
which con tin ued to meet regularl y during the year. T he new rules,
together with a guide to market practice, were circulated to all
au thorised b anks in J uly by the President o f the British Bankers'
Associat ion .
The Ban k's fore ign exchange operations included the usual
vo lu me of b usi ness o n b ehal f o f customers - mainly government
d epartments and overseas central banks - and also the
manage ment o f t he $2-5 billio n euro·dollar loan to the
Govern ment (described in last year's Report).
A min ting o rder fo r sovereigns da ted 1974 was comple ted at
Tower Hill during the year. Demand was sufficient to warralH a
furt her order to the Royal Mint; and sovereigns dated 1976 arc to
be prod uced fo r the first time at U antrisant. Demand fo r
sovere igns in creased sh arp ly after the lira crisis and the Bank raised
the p remiu m o n several occasio ns in order to conserve stocks until
new supplies arrived.
Banking supervision and related develo pme nts
Su ppo rt o perations

The special commi ttee of the Bank an d the London an d Scottish
clearin g b anks, set u p in December 1973 undcr th e chairmanship
of the Deputy Governor, h as continued to meet regularly and to
monitor the p rog ress of those deposit· taking institutions receiving
su pport . At the begin n ing of the year there were ra ther more than
twenty such co mpanies. o f which sixteen were still trading, and
lhe total amo unt of support was about £1,140 million. During the
year all t he su rviving com panies sign ificantly reduced their
depen dence on the support group, some dispensing wit h it
alt ogether: total support lending (includi ng loans to companies in
receivershi p or liqui dat io n) declined by more th;111 20%.
In the accounts of the Ban king Department (sec page 27)
provision has been made against possible tosses from the Bank's
share in these suppo rt operations.

Banking supervision

The Bank have continued to receive de tailed information for
supervisory purposes fro m all UK-registered banks except the
London and Sco ttish clearing b an ks, those banks whose main
ac tivit ies arc o verseas , and a fe w small d omestic b;m ks. The d et ails

of appropriate arrange ments for these latter groups arc being
devised in consultation with the banks concerned. Certai n ot her
UK deposit- ta king institutions arc also covered by the Bank 's
arrangements. In most cases, the returns are supplied quarterly,
and arc fo llowed by discussion wit h senior management o f the
institutions concerned.
This aspect of the Bank's work was widel y reported in the
Quarterly Bulletin during the year. The J une 1975 issue inel udcda
description of the Bank's supervisory role, and t he methods
employed. The September issue published the text of a paper,
agreed between the Bank and the London and Scott ish clearing
banks, which set out broad principles for the assess ment of banks'
balance sheets. The December issue contained the t ex t of a speech
by the Governor discussing the nature and ex tent o f banking
supervision and the appropriate role of the supervisory authority.
Overseas banks

Nearly 300 ove rseas banks arc represented in London through
branches, subsidiaries, representative office s or consortia. Some
150 operate through branches, of which four were opened and six
were closed during the year. The number of banks operating
wholly-owned subsidiaries in London was unchanged during the
year, at thirty-seven. Four representative offices were opened and
eleven closed, making a total of seventy-five overseas banks
represented in t his way. There arc also about thi rty consortium
banks in London . One was established during the yea r an d two
amalgamated with ex isting banks.
The note issue
The fi duciary issue was £6,050 mi llion at the cnd of February
19 76, £675 million (121/2%) larger th an a year earlier. As usual, the
peak for the year was reached during the Christmas peri od when
the fiduc iary issue was £6,600 million.
Va lu e or notes in circulation by denom inations

,

£ millions
End· Febru ary
10s la l

£1

£5
£10
£20

1976

1972

1973

1974

19 75

14

920

13
908

13
906

13
884

2,094

2,400

2,513

3,Ot4

3,261

386

487
224

644
324

815

I.W

173
4,573

14 5

Ot her noteslbl

13'

155

Total

3,698

4,187

.""

397

~O

'"

280

5,355

6.0.j!

fal The 10. note eeased to be legal tender in November 1970; bUI nOle, ,till in Ih<'
hand. of the publi c can be cas hed at the Bank.
[bl The iss ue of denomination, higher than .£20 wa. discorllinued in 1943. but SIK h
notes arc sti ll used inlernally in the Bank, e.g. on behal f of bank, of issue in
Scotlan d and Northern Ireland as cover for their note issues in ex ceSJ of their
permitted fiduciary ;n u.s.

The increase in the value o f the circu lation was wholly in the
form o f higher denomination notes. After the introduction of the
new £ 10 note in February 1975, the use of this denomination
increased sharply and by the cnd of February 1976 it accounted
for some 19% of the circulat ion compared with abou t 15% a year
earlier. Among o ther sizable changes, the proportion represented
by £5 notes fell back fro m over 56% to 54% while that of £1 noteS
continued to decline steadily, and by February 1976 had dropped
to less t han ) 4% - well below the share of £1 0 notes.
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Proportion of no tes in circulation b y de nominatio ns
Per cent by value of lotal circulation
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Ma na geme nt of s tock regist e rs
T here were fi fteen issues of Britis h government stocks du ring the
year, a lmost twice as many as in the previous year. The
re demption of 3% Savings Bonds 1965/75 was the largest
operation of its kind since 1~70, involving over 103,000 accounts.
T he nominal value o f stoc ks managed b y the Bank inc reased b y
nearly 200/0. compared wit h 10% in the previous year.
Nominal value of Slocks in issue
(£ millions)

Number of accounlS
(tho usands)

End· February 1973
1974
1975
1976 1973 1974 1975 1976
British
government
securities:
23,078 25,221 27 ,769 33,491 1,709 1,766 1,859 1,878
Stockl al
[h[
[b[
[b[
Bearer bonds
24
29
35
40
Ihl
23,102 25,250 27,804 33,531
Other
securities:
Government
guaranteed 1,259
Common·
wealth etc.
196
Local
authorities
702
Companieslel 192
Misecl·
lanwusldl

"

2,404

908

908

908

168

113

11'

116

167

164

161

60

' I

49

47

687

663
331

753

168

160

145

339

"

37

9

9

44 1

370

"
•
'"

145
41

222
55

2,039

"

2,119

'1

2,212

7
356

Total 25,506 27,289 29,923 35,743 2,150 2, 136 2,214 2,234
[a l Th~ figures for Brit is ll government stock do nol incl ude amo unts on 11l~ .egisters of
Ihe Bank of Irel and, the l>cp,artmenl for Nat ional Savings, and the I"'"ee savings
bank •.
Ib] The number o f separue bon ds in th ese years was 197 5, 40,000; 1974: 4 S,000;
1975: 45,000; 1976: 47,000.
lel Compri,ing stockl of th( Agri cultural Mortga~ Corporation Limited and, from
1975 , Fin.nce for ln du,try Limited.
[d l I nclud~s securities issued by publi c boud,.

Tra ns fers

T he n um ber of t ransfers registered increased sharply, particularly
in the las t three months of the p erio d, reflecting the high e r activity
in the gi lt·edged marke t. T he total of 873,000 was only sligh tly
below the p revious peak of 885,000 in 1972. Figures for l h e last
four years arc;
Thousands
Year 10 cnd-February

1973

1974

740

668

1975
768

1976
873
13

Operations

Operations undertaken during the year included:
£ millions nomi nal
Re payme nts at par
1975 16 March
I May

15 Ma y

Cey lo n Governmen t 4% Stock 1973/75

2·0

Hull Corporation 214% Redeemable
Slock 1970/75

0,

, 8% Treasury Stock 19 75

I July

446 '2

Hull Corporation 3%% Redee mabl e
Stock 1973/75

15 Ju ly

City or West minster 7%"'0 Stock
1975

15 August

3% Savings Bonds 1965/7S

15 September

Liverpool Corporation 5Yr%
Redeemable S tock 1971 /75

Issues fo r cash
1975 13 March

@£96-50

9% Treasury Stock 1978
(second tranche)

13 March

@ £97'25

12Yr% Treasury Loan
1993

10 April

@ £97'75

Greater London Council
1214%Sloc k 1982

12June

@£95-00

9Yr% T reasury S tock
1980

12 J une

@£87'50

3% Treasury Stoc k 1977
(second tranche)

12June

@£78-2S

3% T reasury S tock 1979
(second tranch e)

3 J uly

@£88-50

12%% Treasury Loan 1995
(second tranche)

17 Jul y

@£94- 50

13%% Treasury Loan
1997

7 Augus t

@£94-50

12'*% Treasury Loan
1992

2 1 August

@£98-50

Ci ty of Li verpool
13Yo% Stock 1981

25 September

@£95 -00

9% Treasury Stock 1978
(th ird tran che)

16 October

@£96-00

I IYz% T reasury S tock
1981

27 November

@£95-50

10Yl% Treasury Stock
1979 (second tranche)

4 Decembe r

@£88-50

13%% Treasury Loan
1997 (second tranch e)

@£93 -25

911!% Treasury Stock
1980 (second tranche)

15 J an uary

@ £96'00

13% Treas ury S tock 1990

12 February

@£95-25

12Yz% Treasury Loan
1993 (second tra nch e)

1976 I S J anu:lry

Fi ftee n issues of short-term bonds (with a value of £18-5
million) were redeemed during the year, and there were
twenty-t hree new issues (with a total value of £3 1 million)_
Southern Rhodesia stocks

No fu nds have been received sinee November 1965to service
Government of Southern Rhodesia St ocks for which the Bank act
as pay ing agents _ At the end o f February 1976 the approximate
amounts due but unpaid were:
Gross interest
Rede mption moneys [ 1J

£2 1,030,000
£33,914,000

[1/ Rduing 10 Government of Sout t-.(rn Rhod(si. 31'0% StOCk 196 1/66, 3J1,% STh k
1967/69, 21'>% Slock 1965/70, 3", Stock 1911/13, and 4" Sloc k 1972/74, •
rcgincrs (or th(se stock. ,(main open,
14

].;

At the same date. contributions due but unpaid to sinking funds
managed by the Bank totalled some £3,387,000. [1)
The legal proceedings instituted by the Bank in 1973, with the
aim of obtaining a declaration that certain assets held by them did
not constitute moneys of t he Government of Southern Rhodesia,
have been discontinued. The defendant, a holder of Government
of Southern Rhodesia Stock, withdrew his deCence after being
advised that he could not by further defending the action obtain
any result of benefit to UK holders of Southern Rhodesia Stock.
The Bank were advised that, in the absence of an active defendant,
they could not expect to secure the determination they sought.
and the action was therefore discontinued.
Tax reserve certificat es
Company certificates have not been available for purchase since
December 1971 and personal certificates not since J une 1973. At
t he end of February 1976 there were some 19,000 certificates still
outstanding with a nominal value of about £9 million. These may
still be used in payment of specified taxes, or they may be repaid
in cash.
Company certificates earned interest for no more than thirty-six
months. Personal certificates dated up to 31st December 1971
earned interest for up to twenty-four months if used to pay tax;
those bough t on or after 3rdJanuary 1972 could not earn interest
beyond lst J anuary 1974.
Local authority markets
In t he year under review, the Bank arranged seven issues of 91-day
bills for the Greater London Council and three issues for the City
of Liverpool.
The number of local authority bill issues outstanding declined
steadily during the period, with some Treasurers able to finance
their short-term requirements more cheaply by borrowing in the
money market. However, the total nominal value of bills rose from
£396 million to £42 1 million, largely because an increase in rate
incomes allowed the authorities to borrow more by way of bills.
Foreign currency borrowing by the public sector
Foreign currency borrowing by nationalised industries and local
authorities under the exchange cover scheme continued during
the year. Among particu lar developments, the British Gas
Corporation made a public bond issue of $60 million in January _
the first issue of t his kind by a public sector institution for nearly
two years. In February it was announced that another public bond
issue, of $50 million, was to be made in the following month by
the Electricity Council. Also in Februar y, arrangements were made
for the National Wat er Counci l to draw - in two tranches - the
second loan of $400 million from the Iranian Government under
the $ 1·2 bill ion line of credit announced in J uly 1974: the first
t ranche ($200 million) of the second loan was to be drawn in J une
1976 and the balance in September. In the year to cnd-February
1976, public sector bodies borrowed $ 1·3 billion under the
scheme. making a total of $6·5 billion since t he current scheme
was introduced in March 1973.
I] I Including some £240,000 in ""specl of Government of Southern RhOdesia 311.')'0

Stoc k 1967 {69 and .ome £41 7,000 in respect of Go~crnmcnl of Southern Rhodesia
4% Stock ]972{74. The sinking funds for SW7. Stock ]96 ] {66, 21'0% Stock 196!t{70,
and 3')'0 St oc k 1971{73 are not m~naged by the Bank.

"

City liaison
As part of thei r wider responsibilities, the Bank have continued to
maintain close co ntact with other City institutions and to provide
secretarial facilities for various specialist City committees
established by the Governor in 1973 and 1974. These committees
have cont inued to meet throughout the ycar to co·ordinate - and,
on appropriate occasions, to publicise - the views of the finan cial
community.
The City Liaison Commitlee, where the heads of the major City
organisations meet at regular intervals under the chairmanship of
th e Governor, has kept under review matters of common interest,
including the activities of the various specialist committees.
The City EEC Committee (formerly the City/EEC Liaison
Group) has continued to monitor developments in the European
Economic Community, to maintain contacts with Communi ty
institu tions and the appropriate government departments, and to
provide reports from tim e to time on matters of relevance to its
members.
Among the speciali st committees, the Capital Markets
Committee has published papers entitled The City as Provider of
Funds for In dustrial Development, and The Banker in Investment
Decision Making. Following the publication of the Sandilands
Report on inflation accounting, it also issued a memorandum
supporting the early implementat io n of an agreed standard for
dealing with the impact of inflation on financial accounts.
The Company Law Committee followed up its earlier report
entitled Employee Participation with a further study related
particularly to companies in the financial sector. In this, it worked
closely with other interested City associations. The results of both
studies were submitted as evidence to the Comm ittee of Inquiry
into Industrial Democracy. The Company Law C6mmittee has also
re·examined the ways in which insider dealing might be
constrained by the law. Its preliminary findings were widely
circulated within the City and have been submitted to the
Department of Trade. Finally, the Committee has maintained a
watching brief over the EEC company law harmonisation
programme.
The Taxation Committee followed up its written submission to
the Sclect Committee on the Wealth Tax with the presentation of
oral evidence. It also submitted a paper to the Inland Revenue
recommending a Royal Commission on taxation. Close contacts
have been maintained with the Board of Inland Revenue on other
tax questions affecting the City.
The Tclecommunications Committee has continued its work
with the Post Office and with users of Pos t Office services to
identify and respond to problems in this area.
The Bank and industry
The Bank have fo r many ycars kept in close contact with industry,
so as to inform themselves at first hand about the views of
industrialists and their financial problems. In order to develop and
strengt hen this side of the Bank's work, Sir I-Ienry Benson, CBE,
recently senior partner of Coopers and Lybrand, was appointed an
Adviser to the Governors in May 1975, with special rcsponsibil ity
for questions of industrial finance. The Bank are members o~ the f
Committee on Finance for Investment set up under the auspICes 0
the National Economic Development Council and provide the
secretariat jointl y with the National Economic Devclopment
Office.
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The Bank supported the City init iative which led to the
formation in May 19 76 of Equity Capital for Industry Limited;
and Sir Henry Benson was co-opted as a member of the working
party which recommended the setting up of the company. Th e
working party's report and the prospectus for the new company
were published on 13th May 1976.
Finance for Industry Limited

As mentio ned in last year's Report, Finance for Industry made an
issue of £75 million loan stock in February 1975 , foll owed in
March by an issue of £25 m illion of ordinary shares to existing
shareholders. Subsequently, standby arrangements with the
shareholding banks have been revised to provide two faci li ties: the
first (£300 million) is designed to su pport short-term borrowings
or, if these are insufficien t, to provide funds direct for
medium-term lending; the o th er (£100 million ) is to provide
bridging finance pending the raising of longer-term loans.
It was announced in November 1974 th at up to £1,000 million
would be made available in med ium-term loans over a period of
two to three years should the demand for it appear. By the end of
March 1976, Finance for Industry had lent or committed some
£200 million under these arrangements, and applications for a
further £140 million were under consideration.

The Burm ah Oil Company Limited

Under the terms of the agreement of 23rd J anuary 1975 between
the Ban k an d the Burroah Oil Company, the Bank undertook to
provide financial support t o Burroah pending the realisation of
certain major assets, and t o guarantee dollar borrowings which
were due fo r repayment o n o r before 31st December 1975. On
18 th December 1975, in o rder to give the company further time in
which to realise its North American assets, the Bank extended the
guarantees o f ou tstanding dollar borrowings for a further nine
months, t o 30th September 1976.
During th e year the Issue Departmen t o f the Bank continued to
hold the 77,817 ,507 Brit ish Petroleum o rdinary stock units
purchased from Burm ah in J anuary 1975.
The Bank and the building societies
The Bank continued to handle the day-t a-day administration of
th e £500 mil!ion loans made by the Bank and the Government to
the building societies between J\'b.y and December 1974. At J st
March 19 75 the outstanding balance was just under £200 mil!ion;
the final repayment took pl ace in February 1976.
Exchange control
As mentioned in las t year's R eport , the Budget of April 1975
imposed restrictio ns on purchases abroad by UK residents of
certa in gold coins. Otherwise , the re were no significant changes in
exchange control during the year. Steps were ta ken to reduce
furt her the ext ent to which authorised banks arc required to refer
applications to the Bank , and in April 1976 mino r changes were
made to simpli fy administration and to reduce costs.
Commodity markets
Conditions were quieter th an in the previous year. As we!! as
maintaining regular close contact - both formal and informal with the markets, the Bank carried out a number of surveys in to
trade and other activities on t erminal markets. The positions
revealed did not give cause fo r concern.
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External arrairs
The problems of adjustment to dearer oil were again the main
feature o f international fi nance during the year; and the Bank,
with t he Treasury and ot her government departments, remained in
close contact wit h international and other overseas institutions,
and actively participated in conferences and discussions. These
included meetings in the Internat ional Monetary Fund and its
associated body, th e Interim Committee, on international
monetary arrangements.
The Bank were a1so closel y involved in the work o f the several
EEC bodies concerned with economic and financi al affairs. Thus,
the Govcrnor (or his represent ative) attended the meetings of the
Council of l'vlinisters (Finance), the Committee of Central Bank
Governors, and the Board of Governors of the European Monetary
Co·operation Fund. Bank representatives also served on the
Monetary Committee, the Economic Policy Committee, the
Council working group dealing with harmonisation of banking
legislation , and various other specialist working groups report ing
either t o the EEC committees mentioned above or to the
Commission. As in previous years, the Bank provided an alternate
director of the European Investment Bank, and a member of staff
continued to be seconded to the Office o f the UK Permanent
Representative to the European Com munities in Brussels. The
committee on banki ng and foreign exchange regulation and
supervision, which was established in February 1975 by the
Governors of the Group of Ten countries and Switzerland, has
continued to meet regularly, under the chairmanship of 1'\'lr Gcorg<
Blunden .
The Bank received some 1,400 overseas visitors during the year.
mainly from o ther central banks, and eighteen members of the
staff were worki ng abroad in various capacities at 29th February
19 76.
Economic and statistical informat ion and research
The major statistical development during the year was the
introduction of the new system of reporting by banks and
discount houses referred to in last year's R eport, and described in
detail in th e June 1975 issue of the Quarterly Bulletin. This has
provided the auth orities with better information , and has also
improved the range and quality of published banking and
monetary statistics.
During the year, th e Bank too k over responsibili ty for collecting
quarterly unit trust statist ics from the Association of Unit Tnlst
Manage rs (subsequently renamed the Unit Trust Association).
Work on historical balance sheets for various sect ors of the
economy was increased fo llowi ng the recommendat ion of the
Royal Commission on the Distribution of Income and Wealth that
such work should 'be given special priority'. Balance sheets for
investment trusts were given in an article in the J une 1975
Bulletin.
Research work by the Economic Section included two studies
pub lished in the March 1976 Bulletin, the first on trends in .
company profitability and the other on the personal saving rallO.

Select Committee on Nationalised Industries
A sub·committee of the Select Committee on Nationaliscd
Industries has conducted a short inquiry in to the affairs of the

Bank to update the Committee's previous report, which was
published in 1970.
The Bank have given written and oral evidence to the
sub-committee, whose report is awaited.
Staffing and other internal matters
Numbers of staff

The weekly average number of staff employed during the year to
end-February 1976, includ ing those working part time, was just
over 7,900, a temporary increase of 3% on the previous year. Their
aggregate annual remuneration amounted to £29,364,000. As at
29th February, those in full-t ime employment numbered just over
7,000, and were allocated broadly as follows:
Banking staff
Cashier's Department
{including 325 at branches)
Accountant's Department
Exchange Control Department
Ovuseas Department
Economic Intelligence Department
Others (mainly in Establishment,
Management Services, Secretary's and
Audit Departments, and at the
Printing Works)

1,200
1,075
750
250
275

1,075

4,625

Tec hnicai a nd servicfi staff

1,050

Printin g Works staff

1,350
7,025

Part-time staff numbered about 1,000, including nearly 700
the Printing Works.

;H

By the cnd of February there were 100 fewer banking staff than
a year earlier (and a further decl ine is likely in the current year),
but this reduction was outweighed by increases in technical and
services , and Printing Works staff.
Staff wastage and recruitment

Because of poor employment prospects in the economy generally,
wastage remained exceptionally low throughout the year,
particularly of junior staff. With nearly all departments also
reducing requirements for staff, the Bank's recruitment targcts for
all but honours graduates wefe accordingly much lower than in
previous years. The targets were easi ly met early in the period.

Secondments

The Bank have continued to provide staff on secondment to other
orbr.misations at home and abroad (sce page 18). At the end of the
year six members of the staff were working in govern ment
departments (three at the Cabinet Office, two at the Treasury, and
onc at the Department of Industry). In the City, six staff were
attached to the Panel o n Ta keovers and l\'lergers, and one to the
Inter-Bank Research Organisation.

Sta ff represen tation

In October 1975 the Bank of England Staff Organisation, which is
recognised by the Bank as the sole bargaining age nt for the
banki ng staff (other than the most senior), introduced
membership subscriptions as a step towards inde pendent status
within the meaning of the Employment Protection Aet 1975.
Subsequently, the Organisation registered as a trade uni on within
the terms of the Trade Union and Labour Relat ions Act 1974.
Other structural changes were also put in hand in order to meet
the likely criteria for obtaining a certificate of independence, and
to make all staff and pensioners c!igible for membership of the
Organisation.

Developments in the lIse of computers

As mentioned in last year's Report, a new direct input system was
implemented in the Accountant 's Department in J\'larch 1975,
using lCL 19048 computers and related equipmen t.
At Head Office, two large on-line systems for deal ing with
st atistical work from the Economic Intelligence Dcpartment havt
been implemented during the year and the sub-system for foreign
exchange accoun ting mentioned in last year's Report has been
further developed , using IBM 370 computers.

;·,,,1,;',,

At the Printing Works, an ICL 2903 computer has been
for data processing work and, since the end of the Ban k's year, a
new payroll system has been introduced.
The Ban k's branches

The branch at the Law Courts in London was cl osed on 12th
December 1975 , and the building will be sold. This branch was
first established in 188 1, primarily to serve the special needs
Law Courts and the legal profession. T he volume of business
ceased to j ustify separate premises and, with the new Supreme
Court Fund Rules coming into effect on 15th December 1975
(under which al l cash Iodgments into Court are to be made at the
Court Funds Office) , the provision of banking facilities
immed iately adjacent to the Courts was no longer necessary.
Almost all the customers of the branch transferred their banking
business to Head Office.
The Bank also have a representat ive office in Glasgow dealing
w ith exchange con trol and indust rial liaison. An earlier decision 10
bui ld a note centre which would also house the representative
office began to be implemented by the acquisition of a site for a
new building. This will in due course provide the Scottish clearing
banks wit h faci li ties for drawing and paying in Bank of England
notes similar to those available t o the London clearing banks in
the provincial cities in England where the Bank have branches.
The processing of applications for the payment of mutilated
notes has been transferred from the Bank's Head Office to the
branch at Newcastle; about 150,000 of these applications are
received each year.

Administration Department

With effect from 1st March 1976, a new department - the
Administration Department - was formed , incorporating virtually
the whole of the former Secretary's, Management Services and
Audit Departments, together with that part of the Establishment
Department previously responsib le fo r the planni ng and use of the
Bank's properties. This reorgllllisation thus brings toget her the
management of the Ban k's support services and material resources.

Overseas Department

The Overseas Department was reorganised in the spring of 1976.
In recent years the department has extended its coverage on broad
international issues which cu t across geographical areas, and as a
result the work of the department has been regrouped. Instead of
three broad geographical areas, the department will consist of tWO
divisions, onc international and the ot her territorial.

Economic Intel ligence Department

The Economic Intelligence Department (including the Economic
Sect ion) was also reorganised in 1976 after a reassessmen t of its
role and structure. The department has been regrouped into twO
main divisions with a view to maki ng a clearer organisational .
distinc tion between analy tical work (cover ing economic analYSIS,
forecast ing, research, and advice on policy ) and statistical work
(relat ing to the compi lation, processing and interpret ation of thOlt
domestic and external statistics which it is the Bank's
responsibility to collect).

