
Bank of England 
Report and accounts 
1988 



Bank of England 

Report and accounts for the year ended 29 February 1988 

Issued by Order oJ /he Court of Directors 12 May 1988 

Court of Directors at 29 February 
Organisation of the Bank: 

at 29 February 
at I May 

Foreword 
The Bank's accounts 
Report for the year 
The note issue 
Management of the stock registers 
In ternal administ ration 

3 

4 
5 
6 
9 

26 
27 
28 
lO 



If) Bank or England 1988 
ISSN 0308-5279 

Printed in England by 
Strphtn AUJlin and Scns Ltd. Htrtford 



Court of Directors 

29 February 1988 

The Rt Hon Robert Leigh-Pemberton Governor 
Sir George Blundcn DepuTY Governor 

Or David Valenti ne Arterto n C BE 
The Hon Si r John Francis Harcourt Baring CVO 
Sir George Ad rian Hay hurst Cad bury 
Frederick Brian Corby 
Si r Colin Ross Corncss 
Rodney Desmond Galpin* 
Edward Alan John George* 
Sir Robert Haslam 
Sir Mart in Wakefield Jacomb 
Sir Hector Lai ng 
Gavi n Harry Laird 
Antho ny David Loehn is· 
Sir David G erald SchoJcy C BE 
David Alan Walker'" 
Ocryk Vander Weycr CBE 
Sir LcsJie Cla rence Yo ung CBE 

It was announced in January lhal The RI HOII Robe.1 L..-igh-Pemberton had been appointed Governor for 
a furlocr lerm of five years from I July 1988. 

The lcnns of offlCC of Or Allcfton. Mr Galpin. Mr Vandcr Weye, and Sir Lesli~ Young expired on 
29 Fcbruar~: the~ we re reappoi llled for a period of four years . 

MrGalpin res igned on 11 March 19SH: Mr Hrian Quinn was appointed in his platt and fo r the remamder 
of Mr Galpin 's te rm of office. 

Mr Walker relinquished his exe.:uti ve responsibilities on 30 April 1988. 

G A Croughton: Secretary of the Bank 

'Exec uti ve Dlrtttor 
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Organisation of the Bank 

A number of changes at senior levels in the Bank were announced aftcr the end of Ihe Bank's accounting year. The two organograms 
show the organisation of the Bank in February and May 1988. 

February 1988 

11. ___ ~ Input)"-
Go.·erno. Gouroor 

A W Jarv;s --______ Priming Works 

Printing Worts) T A Dark (Head of Division) ~
(General Manager 

[ 

Finonciol Supenuion: 

---------1 G~n~rol Di,·ision D A Walker M E tl twin 
( Eu<:lIli~r Direclor) (Head of Finance and M T R S.mlh (Head of DIVISIon) 

Industry Area) Indus,dul Finance Di.i.!iOll , 
J P Cha,khu m 
(Chief AdVIser) 

W PCooke- - - -- - - - -- - - - - - - - - - - --, 
(Associate Direi:tor) I , 

Ban king Supervision Division) Blmki'l1: Super.ision Di.ision 

R A Barncs ~ 
r~~\~3~:nDircctor. Head of 

R D Galpin (Assistant Direc tor) 

(["""uthe Direclor) D H F SOmern:!--,----- Blmkillg Dep6rlmem 
(Chief of Banking Department 
and Chief Cashier) 

J S !'ltmming ------- C T Tarlor --------Economic$ Di.·uion 
(&onomk Ad,iser 10 tM (Head of Division) 
Go'·t rnor) 

A L Coleby - - - - ---- ----------- ------
(l\lonetar)" Adviser 10 thr I 
Go.troor) W A Ant" I Monf!)' Mark~/ Opero/iDru Di'fisitm 

(Head of DiVision) 

J C Towncnd -------- Who/~sa/~ Markets Super.isWn 
(Head of Division) O;";sion 

- " A J George ------+ lan Plendcrleith ------- Gill-Edged Diyuion 
(Executiyt Director) (Assistant Director) 

G M Gill ,---------Foreign Exchunge DMsion 
(Hcad of Division) 

J G Drake ________ Regislwr· .• DcparlmelU 
(Chief Registrar and Chief 
Accountant) 

P H Kent --------- ImcrnO/ional Di.isiOl, (lmernational 
(Head of Di~i sion) Fimmdal lns/ilUlions a"d 

De.·f/oping Coumries) 

A D Loehnis- ------I- JEW Kirby -------- Imer~uliOllal DMsion {Norlh 
(E"""uti,·e Director) (Head of DIvision) America. Wn lern Europe alld 

la""n) 

I- L D D Price -------- ImernO/ional Divisio~ (Financial 
(Ilead of Division) Markets and World Ecorwmy) 

L P A a"lll ---------- Fina"dal SW/is/ia Di.ision 
(Head of DiVISion) 

1-_____________ P J Warland -------- InformOlion Di.uiOll 
(Head of DI Vision) 

1-_____________ l G lIoyd-------- Audit Diri.!ion 
(Audi tor) 

L _ ____________ H C E Harris ------- Corporate Services DepaJ'lmenl 
(C hid of Corporate S<.:rviecs) 
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Organisation of the Hank: 

May 1988 
Printing Works) TA Clark (Head of Division) r
A W Jarvis --------- Printing Works 
(<kncral Manager 

[ 

FInanciol SupervISion; 
Gtnt'ol DMsiOll P H Kent ________________ LM E Hcwiu --------j 

(ASlIOC:ilte Director) (Head of Finance and M T R SmIth (Head of O,,·,s,on) 
Industry Area) Industrlol Finonu Division 

JP Chukham 
(Ad.·i§er to the Gowrnor) 

W P Cooke- - - - - ----- - - ---
(ASlIOC:ilte Dirtctor) , 

RA 8arnes I 

~ 
(AssIstan t OlrC(:tor. Head of I ' 
Banking SuperVISIon D,v,s,on) L...! Bonkm/( SU{¥'''SlOn D",mm 

a .. ao Quinn 
(Execuh.e Director) G M GIll Bankmg Deparmu:m 

(Chief of Banking Department 
and Chief Cashier) 

J S flemming -------C T Taylor-,-:--,-______ Eronomies Divisioll 
(ASlIOC:iatt Director (Head of Division) 
and Chief &onomist) 

_ ALColt by _____ _ _ _ 

(Mo .... tary Adoi$otr to tM 
Governor) 

, , 
W A Alien -,-:-------1 Monq Mark tl Oper(lIi()lJS 0 l>'1S;01l 

(Head of Division) 

J C Towncnd -------- Wholewle Mark~u Su{¥,."ian 
(Head of DiviSIon) 0,.,,1011 

n..--- The Otputy -
EA J George------+· lan Plendcrlcith ------- Gill·Edg~d /),.i<lon 
(Exec:ut .. ·e DirflCtor) (Assistant Di=to.) 

Govunor GO"ernor 
M D K W Foot ------- Fa'~ign Ex("hang~ Oi,·isloo 
(Head of Division) 

J G Drake ---------R .. ~isl'or·s iHpom'",'" 
(Chief Registrar and Chief 
Accountant) 

JEW Kirhy--------Imrrnulirmol /)il'isian(hrl .. rnOliono/ 
(Head of Division) Flnunriu/lnsti/ulian,' ond 

Oe,·,,'opil/g Coul/lri.-s) 

A D w hnis ------ ...,- L D D Price --------lmert!QliOlu,' D;,'isial/ (NaT/I! 
(Executi ve Director) (H~ad of Division) AmrricQ. WNlem Euraf"" ""d 

)('1'",.) 

A R Latter --------- IlIIr",,,, iolllll Oil·is;on (Fill""eial 
(Head of Division) Ma,kets. World ENmomy "lid 

Drb/) 

P A Bull --------- FIllol/";a/ S{(;,is/ies Dil'isia" 
(Head of Division) 

r-------------- P J Walland ,,-:------/11/0''''''''0'' Division 
(Head of Division) 

r---------- ---- L G Uoyd --------- Au,lil Oi .... sirm 
(Auditor) 

H C E Harris 
(Assoc:lue Dire.::tor) , 
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S R Chandler ,,-, ______ S,.,le"'s and Offiu Se",icn 
(Head of Division) D'.ision. Corpora/t St",iu, 

G A Croughton-;cCC,,-____ Surt /o,)' ·s O"'i.sion. Corpora, .. 
(&c:n:tary of the Bank) Srf>"lrts 

G F J Everelt ,:::::;-______ p,tntiMs Di,·is.rm. Corpo'OIe 
(Head of Division) Srrl"lrts 

J S Rumins . .,-,--,--____ _ 
(Head of Division) 

FiMIIU ami Resoll,rt Plomllng 
D;"i.ioll. C'''PO'''''' S .. ",lus 

D A Sharp --------_ PrrsOlm"1 OiwsiQl'. Ca'poral<' 
(Head of Division) Srn·iees 

MI5 Annc Skinncr ______ Ad",llIis/f",irm DII'I.'lIm, Corpo,()/c 
(Head of Division) Srn·in·s 



Foreword 

1987 will long be remembered in financial circles for the sharp fa lls in 
equity prices in October. All the major world stock markets were 
affected , including of cou rse our own, and this intertwining of 
international events and domestic concerns typified the year for the 
Bank. 

The detail of economic and financial events last year, both 
internationally and domestically, in which the Bank has been involved 
has been set out in the Bank's own Qllorlerly Bulletin and I do not 
intend going over the same ground again but rather wish to cover 
some other aspects of our work. 

First I wish to pay tribute to the work done in a number of the 
' hidden ' areas of the Bank . When I attend discussions on 
interna tional or domestic monetary and financial affairs I do so after 
being briefed by the Bank 's experts in our International and 
Economics Di visions, The Bank 's influence in these meetings, and 
sometimes that of the G overnment too, depends greatly on the 
excellence of these briefings and I am pleased and grateful to have 
been so well served. Our sta tistici ans also add greatly to our 
awa reness and understandi ng of the financial world. 

It is taken for granted that a policy once formulated will be swiftly and 
expertly implemented by the Bank. That easy assumption is a tribute 
to other areas of the Bank which are rarely in the public eye. For 
example, the Bank ing Department provides the essential settlement 
and accounting systems for our money and foreign exchange market 
operations; the Registra r's Departmen t does the same for gilt-edged 
operations; and the ge nera l recognition that Bank of England notes 
con tinue to be of high quality is an implicit tribute to our Printing 
Works. That so many are prepared to work quietly but skilfully for 
the Bank is the essence of this institution. 

The Big Ba ng of October 1986 was at the centre of my Foreword last 
year. The events of October 1987 tested severely the structure and 
functioning of London's markets and financial institutions. At the 
time our good working relationship already established with The 
Stock Exchange was built on, and day-ta-day monitoring instituted 
for a time . It was gra tifying to find that the new systems stood the test 
well. There are lessons to be learned and improvements to be made 
but the basis of opera tion seems sa tisfactory. 

The Bank 's role in the securities markets has been examined in the 
past few months, just as has the role of other central banks. It is clear 
that we must have an interest in the stabili ty and integrity of all 
fi nancia l markets but that responsi bi lity fo r all those markets, and 
thei r inst itutions, does not lie with the Bank. The advent of the 
Securities and Investments Board makes this point very clea r and 
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within the coming yea r it, and its sa tell ite self-regulating 
o rganisations, will begin to supervise all aspects o f the securities and 
investments markets. The Board has, thus far, built a solid founda tion 
in di fficult circumstances. This ach ievement is due in no sma ll part to 
the work of Sir Ken neth Berrill hi mself. 

Last yea r I noted the fo rma tion of the Wholesale Markets Supervision 
Division to fu lfil our obligations flowing from the Fina ncial Services 
Act. T hey have recently brought into force their complete system. 
Much of their day-to-day work will be ca rried o ut by others as lead 
regu lators, in pa rticular our own Banking Supervision Division. 
Nonetheless to have completed these arrangements so swiftly is an 
excellent performance. 

The interaction between stock ma rkets last October dramatised a 
poin t to which the Bank had become alert much earlier. These 
markets operate in ternationa ll y, thus there must be an international 
dimension to their regulation. Th is is likely to prove even harder to 
achieve than it wa s in the ban king sphere, and the Bank has been 
pleased to be able to play a leading parI in early work in this direction 
both bilaterally and on a multi la teral basis. 

International ba nk ing supervision is close to graspi ng its first crown. 
an agreement on standards of ca pital adequacy. That there has been 
such a swift progress from the bila tera l understanding between 
ourselves and the United Sta tes 10 agreemen t on multilateral 
proposals encompassi ng a ll the major bank ing nations, owes much to 
Peter Cooke's expertise and di plomatic skills. An agreement will 
prove a fi tt ing cl imax to his d istinguished career. 

In the United Kingdom 1987 saw the introduction of a new Banking 
Act. The Ban k's actions under that Act are the subject of a separate 
report. The new Act does not differ in essence from the old but !I does 
offer the Bank enhanced powers over who may and may not own or 
manage a bank . These powers will not be used capriciously or to stifle 
competi tion but I have made it clear that we will pay particular 
attention to the nature of any bidders for certai n core parts of the 
bank ing system. 

We had been concerned for some time about banks' provisioning 
policy for troubled country debt, wishing to strike a balance between 
ensuring banks had sufficient provisions but eschewing policies which 
had more to do with short-term market perceptions than with the 
needs of prudent banking. Duri ng the year the Bank devised a formal 
'matrix' fo r its own use, and made th is avai lable to banks also. Its 
purpose was to ensure that provisioni ng is done as objectively as 
possible across a bank's assets and by all British ba nks. The idea was 
widely welcomed. 

Provisioning was an issue which much concerned the Board of 
Ban king Supervision too. The advice of its independent members on 
this, and on many other matters, has been of great assistance to me 
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and to my colleagues over the past year. Their own report , published 
as an annex to the Banking Act report, cannot of course adequately 
reRect their value. 

Last year saw the end of the links between the Bank and the Accepting 
Houses Com mittee wh ich have lasted seventy-three years. The 
winding up of the Commillee is not, of itself, to be mourned since its 
substa nce con tinues and will be en hanced, as the houses become 
members of the British Merchant Banking and Secu ri ties Houses 
Association: indeed the change is to be welcomed. 

The Bank has produced a lower profit than in the previous year. 
Many of the costs incurred by other City firms afflict us too: the 
demands of modern tech nology have required that ou r buildings be 
physically upgraded; and our cu rrent investment in information 
technology is necessarily heavy. Our staffing arrangements have 
undergone radical change in the past year as we have organised 
ourselves to cope with the demands of the late 1980s and 1990s. The 
considerations which have led us to plan to move our Registrar's 
Department to Gloucester will be familiar to many London-based 
firms. In this case much of the financial benefit will accrue to HM 
Treasury. Indeed our several contributions to the Exchequer 
conti nue. These accounts show a dividend from Banking Department 
profits to HM Treasury of £26 million, and from the Issue 
Depart ment a payment of £1,39 1 million. 

The Bank's staff have performed admirably in th is turbulent year; it is 
good that they always respond to Challenge si nce I do not see placid 
times ahead. Rodney Galpin and David Walker would not expect 
anything other than challenges in their new roles. Both have been 
outstanding colleagues but I have to acknowledge that their clear 
suitabili ty for their new jobs made their departure inevitable. I am 
pleased we have been able to retain David Walker's advice in a non
executive role and that three non-executive Directors have been 
reappointed to Court; Or David Atterton, Deryk Vander Weyer and 
Sir Leslie Young. During the year Douglas Dawkins and David 
Somerset retired and they too deserve praise for their service, of nearly 
forty years in each case. It is a tribute to the management strength 
which the Bank has built up over years past that worthy successors 10 

these distinguished directors and officials are readily available in their 
respective roles. 

Go)'ernor of the Bank of EnglamJ 
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