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THE BA.NK OF ENOLA.ND, 19U-1921. 

CIlAP£ER IV 

PROVISION OF FOREIGN CURRENCIES AND SUPPORT OF 

'mE EXCHANGES 

1. BY GREA.'£ BRITAIN. 

THE BANK OF' ENGLAND'S SUPPORT OF THE AMF:RI CAN 
EXCHANGE 1915 

Early in Februe.ry 1915, the American Exche,nge 

began to fall awey below the limit of its normal variations 

and, on the 18th February, J.P.Morgan & Co. wel'e asked, 

thl'ough Morgan, Grenfell & Co., to take up quietly, in 

association with the First National Bank, New York, and 

the National City Bank, New York, all Sterling Bills 

offered up to e total of $10,000,000, rre..k.ing e loan to 

the Bank of England at 3t%. 

ported at 4.82. 

Exchange was to be sup-

On the 24th February the amount which might 

be expended was increased to �25, ODD, 000 and it wes 

decided to lower the level at which Exchange was to be 

kept "to 4.81. By the third week in May more than the 

amount mentioned had been bought, but no f'Ul�her limits 

appear to have been imposed, Morgans. continuing to buy 

such amounts as seemed necessary at various levels. 

From the beginning 3�� War Loan was set aside at the 

Bank of England as cover against the amount of the 

dollar loan outstanding. As early as the 10th May the 

Benk began to make arrangements for the repayment of 

the loan and for this purpose decided to send gold f'rom 

Ottawa to New York. The first instalment, in United 

States coin, reached New York about the middle of May. 

The American Express Co. carried out all deliveries. 
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THE BANK OF fN01.ANO. 11'1"-1021. 

ClIAPl'ER IV 

FOREIGN EXCHft-NGES 

THE BANK OF ENGLAND'S suppowr OF THE AMERICAN 
EXCHANGE 1.9.15 

On the 9th June J.P.Morgan & Co. were advised 

that the rate level of 4.77 should be substituted for 

that or 4.79 to which they had apparently been working 

since early in March. 

Further gold shipments took place, the totel 

amount despatched from Ottawa and Montreal in discharge 

of the advance , between May and the end of August, . 

being -

U.S.Coin 

U.S.Coin 

Bars 

Japanese 
Coin 

2,552,295.786 ounces 
( rrom Ottawa) 

63,358.411 ounces 
(rrom Montreal) 

395,811.457 ounces standard 
(rrom Ottawa) 

249,156.08 ounces do. 

(See "Gold Abroad: Canada") 

value at 
Bank 1 s usual 
buying pri ces 
£12,224,050 

On the 26th July J.P.Morgan & Co. sold Sterling 

at 4.77 to liquidate the balance of the outstanding 

advance, viz., $12,213,263.35. The total Exchange pur-

chased between the 25th February and this date was 

�105, 717,652.04. The greatest balance outstanding at 

any one time was �42,300,999.87. on the 5th June; and 

purchaseshe.d been made at rates from 4. 7t>i to 4.80{6' 

On the 23rd June the Governor arranged 

verbally with the Chancellor that the Government should 

take over liability for this advance as from the 24th 

June, the loss accrued to the Bank on the evening of the 
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THE;; el<NK OF ENGlANO. 1914-19'21. 

CHAPI'ER IV 

FOR<JIGN EXCHANGES 

'fl!8 131'.NK OF ErnG LAND'S SUPPORT OF TI!8 AMERICAN 
EXCHANGE 1915 

latter date. including interest, being £58,226: 14; 10. 

At the date when the balance was sold this loss stood at 

£30,694; 7; 4 and interest £7,626; 7; 6. 

chases were made after 26th July but the arrangement 

made by the Governor was not placed formally before the 

Treasury until the 4th August, on which date the Bank 

wrote 8etting out the position .. By the 14th August no 

answer had been received and. upon the Bank aSking for 

payment of £4.000.000 in respect of gold �hipped to 

America from their stock, it was understood that the 

Treasury were not prepared to issue the necessary Write-

Of'f'. IJ:1he Bank thereupon stated that they would assume 

the responsibi li ty of' the Excha.nge transactions. On 

the 16th August. Sir John Bradbu17 advised the Bank 

that the Chancellor accepted the principle that any 

net loss on transa,ctions, as f'rom the 24th June, should 

be borne by the Treasury, but was of' opinion that "all 

"transactions f'or the support of' the Exchange, including 

"the sale of' gold to new York as from the 24th June. 

"should be brought into accoW1t". 

It was further suggested that the sterling 

value of' the commencing bala.nee of' the Government IS 

account , ef'ter the 24th June, should be calculated at 

the Exchange of the day and that interest should have 

been allowed to the Government on the sterling credit 
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TI-1E eMIK OF EHOl.ANO, 11114-lIJ�1. 

CHAPl'ER IV 

F'OHEIGN EXCHANGES 

'rilE BANK OF' ENGLAND'S SUPPORT OF THE AMERICAN 
EXCHANGE 1915 

on this side. The Bank replied that they could not 

accept these proposals and would prefer to assume full 

responsibility. They stated, however, that they could 

do no more to support the Exchange and that if' support 

were desired, some other arrangement must be made. 

On the 24th August the Bank inf'ormed Morgan. 

Grenf'ell & Co. that they had assumed entire liability 

f'or the debt and proposed to liquidate it exclusively 

by gold shipments. Three shipments, aggregating 

£12,010,379, were made f'rom LondonKbetween the 28th 

July and the 28th August (per the Cruisers. "Lowestoft". 

IICarna·rvon" and "Argyll"), 

ffhe loan was extinguished on the 9th 

September. A balance of 31,107,860.81 remained in the 

Bank's f'avour and this, remitted between the 23rd 

September and the 2nd October at rates of 4. 7l� and 

4.72. amounted to £209.202: 6: 7. a prof'i t whi ch 

accrued to the Bank. Subsequently, purchase� of' 

Exchange were resumed, but upon the formation of' the 

London Exchange Committee in November 1915 this account 

was ta,ken over by them. 

A further adva,nce of' £10,000,000 by 

J.P.Morgan & Co. to the Bank was arranged in July 1915. 

On the 23rd of' that month the Bank wrote to Morgan, 

Grenfe11 & Co. promising to begin forthwith to ship 

)!OfI'o New York. Vide Chanter V 
realised 358.376.639.08 net ( 

U.S.A.Section. The gold 
@ 4.86� £11.995.364). 
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THE BANK OF ENOLANO, 1914-1821. 

CllAPrER IV 

F'OIlEIGN EXCHANGES 

THE BANK OF' ENGLAND'S SUPPORT OF�HE AMERICAN 
EXCHANGE 1915 

either American Bonds or Gold to New York to cover or 

repay this loan. The proceeds were evidently to be 

placed at the disposal of the British Government, but 

the exact history of the advance is obscure. By the 

middle of August advices were received from Morgans 

stating that the situation in America was becoming 

acute, and suggesting that further U.S.Securities 

should be got together to cover e call loan of £20 

mi llions, On the 14th August the Bank of England 

confirmed their letter of the 23rd July, and asked 

that the Securities shipped, and by then reoeived, 

might be sold by Morgans, as oppol�unity offered. 

It does not appear however that any of the 

Seourities shipped to America between the end of July 

1915 and March 1916 were the property of the Bank, 

although their total nominal value by the latter date 

was between £45 and £50 millions. It seems likely 

therefore that at some period, probably in August or 

September 1915, the Government had assumed liability 

for the advance made to the Bank. 

The shipments of Securities were carried out 

through the Bank, and the first 7 consignments were oon-

veyed in cruisers, uninsured, from t he 28th July to the 

10th October. Early in November the Bank bad accumulated 
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�'HE BANK 

THE B"NK OF ENGL"NO, HIU-1I121. 

CHAPI'ER IV 

FOREIGN EXC�:NGES 

OF' ENGlAND' S ,�S';\UP� P�O"! R�T,-,O"-F' ,-"T.!lHE",-", AME"""'",RI"",CAN,,,,,, 
� -EXCHANGE 1915 

£2t millions of Securities ready for shipment, for which 

the Admiralty were unable to provide transport. It was 

therefore arranged that the Securi ties �hould be sent by 

boats of the White Star, Cunard, &c. lines, usually in 

amounts of about £750,000 at a time. They were sti 11 

uninsured and the shipping companies agreed to charge no 

freight. There were 16 Shipments (12th November 1915 _ 

3rd March 1916). 

Of the Securities gO despatched the Bank had 

purchased on the market and he Id for their own account, 

until the Treasury was ready to pay for them, some £3  01' 

£3t mi llions. 'l'his was in the beginning, and in order 

to ensure secreqy as to the Government's intentions. 

Soon, however, the amounts handled became too large to 

be dealt with in this fashion and the Bank purchased for 

Treasury Account. Some £8�' millions were" obtained 

direct from the Prudential Insurance Company and nearly 

£5 millions of U.S.Steel Corporation 5% Bonds were pur-

chased from four Carnegie TI�sts in Scotland at a cost 

of £5,441,893: 5: -. In payment, £5,441,700 5% Ex-

chequer Bonds 1920 were created and accepted at pa,r, 

similar i�sues being made against the acquisition of 

(much smaller) holdings of American Securities from St. 

Andrews University and the ChUrch of Ireland. The total 
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f 
THE BANK OF ENQUND. 1\11�-1\121. 

CHAP:\'ER IV 

F'OIlEIGN EXCHANGES 

THE BANK OF' l1NGlAND'S SUPPQRT OF THE AMERICAN 
EXCHANGE 1915 

amount of Securities acquired, prior to the formation 

of the American Dollar Securities Committee, amounted to 

�233,OOO,OOO (nominal). 

The " Chilian" Advance made by J ,P. Morgan & Co. 

In July 1915 arrangements were made through 

Morgan, Grenf'ell & Co. whereby the Chi lian Government 

should be provided with funds to meet their Trea,sury 

Bills due on the 4th August 1915. The money wa� 

required in London and amounted to £1,200,000. 

J. P. Morgan & Co. were ready to advanoe the 

equivalent of this sterling, as part of their arrange-

ment with the Bank of England to control the American 

exchange. Again�t the sterling advance Morgan, Grenfell 

& Co. were to hold N.M.Rotnsohild & Sons' promise to 

pay at 90 days and the Bank of England were asked to 

guarantee that upon maturity of the loan J. P.Morgan & 

Co. should receive back'the equivalent of £1,200,000 in 

do1ia.rs at the rate of exchange ruling in July. viz., 

4.77. To this the Bank agreed on the 23rd July, and 

became liable to J.P.Morgan & Co. for �5,724,OOO due 

27th October 1915, the maturity date of Rothschilds' 

promise to pay. 

Instead o� Morgan's drawing for this amount 

by cable transfer it was arranged on the 19th October 
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THE BANK OF ENOLANO. 1014-1\121. 

CHAPl'ER IV 

FO�IGN EXCHANGES 

'!'HE BANK OF ENGlAND'S SUPPORT OF THE AMERI CAN 
EXCHANGE 1915 

that gold should be forwarded to liquidate the debt. 

To this Morgans consented, making an advance of the 

amount @ 3 t% on the understanding that the gold should 

at once be shipped. Consignments of gold from London 

to J.P.Morgan & Co. took place between the 17th and 26th 

November and consisted of 1,000,000 sqvereigns in four 

instalments, in addition to which United States coin, 

$700,OQO and 10,580.453 ounce� standard of Bar Gold, 

both held for the Bank at Ottawa, were delivered in 

November and December to Morgans through the American 

Expre�s Company. 

This gold extinguished the advance and left 

the Bank with a profit on the transaction of £18,235;3:5. 

which was taken into account on the 12th January 1916 

and �ubsequent� paid over to the Government (vide Profit 

on gold paid to H.M. Treasury). 

With regard to the period immediately 

preceding the establishment of the London Exchange 

Conunittee, a letter "from Lord Cunliffe to Mr.McAdoo*, 

written on the 13th June 1917 at a time when the 

question of allowing the America.n Exyhange to break wa,s 

being con�idered, may be quoted -

*then Secretary to the Treasury, Washington. 

Bank of England Archive (M7/157)



THE eANK OF ENGLAND. 191<1-11121. 

CI!API'ER IV 

FOREIGN EXCHANGES 

THE BANK OF' ENGlAND '��8UPPORT OF THE AMERICAN 
EXCHANGE 1915 

"You wi 11 of course remember that during 1915 rrw 

"Government took all Excha.nge operations out of 

"the hands of the Bank of Eng land a,nd tri ed to 

"di vorae the pay ments through Messrs. J. P. Morgan & 

"Co. for Munitions and those for the purchase of 

"Cotton, Foodstuffs, and other commodities through 

lithe usual and ordinary Traders. The experiment 

"waf: not a. success and only played into the hands 

"of the speculators and operators in Exchange, who 

"made con�iderable sums of money OWing to the 

"violent fluctuations, and after a few weeks our 

"then Chancellor of the Exchequer appointed a 

"small body of London Bankers and Merchants to 

"rehabilitate the Market and restore confidence." 
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THE BAttK OF ENGLA-NO, 1914-1921, 

CHAPTER IV 

POREIGN EXCHANGES 

LONDON EXCHAl'lGE COMMITTEE. 

The chief factor which led to the appointment 

of the Committee, in November 1915, was the unsatisfac

tory condition of the American Exchange. From February 

of that year until June the Bank of England had supported 

the Exchange by arrangement made with Messrs. J. P.Morgan 

& Co. , the operations resulting in a loss to the Bank of 

about £58, 000. In the latter part of June, the 

Governor of the Bank of England d iscussed the matter 

with the Chancellor of the Exchequer, who agreed, s o  the 

Governor maintained, that future liabil ity should fall 

upon H. M. Government. On this point there was, however, 

a serious misunderstanding, though this did not become 

apparent until the beginning of August despite the fact 

that large transactions had taken place in the meanwhile. 

On the 14th August, as no agreement had been reached in 

the matter, the Bank informed the Treasury that instruc

tions had been given to Messrs. Morgan to cease supporting 

the Exchange� at the same time the Bank arranged to 

send gold to l iqu,idate the d o l lar Account in New York. 

An understanding was effected with the Treasury at the 

end of August, but the Bank of England did not conduct 

any more operations to stabilise the Exchange; the 

transactions a lready carried out were, owing to the 

shipments of gold, converted from a loss into a profit, 

and this accrued to the Bank. 

The effect of the cessation of support was 

immediately apparent in the heavy fal l  in the Exchange, 

• 
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TfiE SANK OF ENOt.ANO. l014-HI21. 

CHAPTER IV 

?0REIGN EXCHANGES 

LONDON EXCHANGE COMMITTEE 

a fall only recovered to a certain extent when it 

became knovm early in September that the Bank of 

England, acting on behalf of H.M.Treasury, were pur

chasing large blocks of American Securities and, in 

October, by the successful negotiations for the 

Z50o, 000, 000 AnglG-French Loan. 'llhe need for system-

atic control, such as had been exercised prior to the 

middle of August by the Bank of England, became 

increaSingly apparent and eventually, under pressure 

from the Bankers, the Treasury agreed to the appoint

ment of the Exchange Committee. 

The terms of appointment of the Committee 

were laid dovm in a letter from the Chan.cellor of the 

Exchequer dated the 18th November 1915, which read as 

follows -

"You have at my request agreed to act as a 

"Committee for the regulation of the foreign 

"exohanges, and in order to assist you in your 

"operations I undertake to place at your absolute 

"disposal (a) all the Gold which is now in the 

"possession, or may during the period of your 

"operations oome into the posseSSion, of His 

"Majesty's Government, (b) all the proceeds still 

."to be received from the recent loan in the United 

"States, and from any further loan or credit to be 

"
'
contraoted abroad in any form and from the sale 

"·abroad of any Seouri ties by or on behalf of His 

"Majesty's Government during the said period; and 
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THE B4NK OF ENGL4NO, 191+-1921. 

CHAPTER IV 

?ORE raN EXCHANGES 

LONDON EXCHANGE COMMITTEE. 

" (c) any American, Colonial or other foreign 

"Seourities which may be bought or borrowed or other

"wise acquired by or on l:!ehalf of His Majesty's 

"Government during the s�id period for the purpose 

"of exchange ·operations. 

"You are to be at liberty to deal with or 

" dispose of all such Gold, Moneys and Securities 

"ei ther directly or through your agents in any man

"ner that you may think f'i t, and you are to take 

"charge of and carry into effect all Exchange 

" operations that may be necessary for His Majesty's 

"Government. You are also to respond, for the pay

"ment of all debts contraoted abroad, or payable to. 

"people resident abroad, by or on behalf of His 

" Majesty's Government, for which purpose I shall lay 

"before you from time to time the fullest particulars 

"that I can procure with regard to such debts. 

"His Majesty' s Government will seek the 

"authority of Parliament to reimburse t o  you any 

"aotual out-of-pocket expenses incurred by you and 

"your agents in connection with the above operaticns, 

"but you will receive no remuneration and any profit 

" resulting from your cperations will accrue to His 

"Majesty's Government. 

"His Majesty's Government will also ask 

" Parliament to indemnifY you each and all a�d hold 

"you harmless f'or all losses, costs, damages and 

"claims which you may incur on account of' anything 

"you may do or omit to do in connection with the 
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THE e"NK OF ENGUND, 19H-19�1. 

CHAPTER IV 

FOREIGN EXCHANGES 

LONDON EXCHPu�GE COMMITTEE. 

"operations which you are to undertake as aforesaid." 

The Committee was extensively used in a 

consultative capacity but it was found in practice 

that the very wide powers with which the Committee was 

invested were not capable of entire fulfilment. This 

was due to the fact that to exercise such vast control, 

a task really sufficient for a separate Government 

Department, the members of the Committee would have 

had to give their whole time and energies to the work, 

which was impracticable. The majority of the 

Committee realized that the terms had been granted at 

a time of great urgency without sufficient deliberation. 

It was owing to the insistence of Sir Edward 

Holden that such extensive powers were agreed to, as he 

informed Mr. McKenna, the Chancellor of the Exchequer at 

that time, that otherwise he would decline to serve on 

the Commi t tee. When Mr.Bonar Law was appointed 

Chancellor in 1916, it became necessary to reaffirm 

the terms of appointment and he expressed amazement 

that such pow.ers should have been placed in the 

Committee's hands. He wished to draw up amendeq 

terms of referenoe but, when it was suggested to him 

that a ourtailment would be taken as a vote of censure 

on the Committee, he agreed to leave matters as they 

were, taking into consideration the fact that the 

Committee in practice only claimed reasonable powers. 

Throughout the period of their appointment, 

the Committee in attempting to carry out their 
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CHAPTER IV 
FOREIGN EXCHANGES 

LONDON EXCHJu�GE COMMITTEE. 

functions were much hampered by a lack of information 

from Government sources ,  a fact to which they 

frequently drew attention but without any very 

definite or permanent result. 

The Committee consisted of -

Lord Cunliffe, then Governor 
of England. 

of the Bank 
(Chairman) 

Mr. Brien Cokayne, then Deputy Governor of 
the Bank of England. 

Sir Edward H.Holden, Bart. 

Sir Felix O.Schuster, Bart. 

Sir Edward Holden, although still nominally 

a Member of the Committee, did not attend the Meetings 

after January 1916.  

Mr. Gaspard Farrer of Messrs. Baring Bros. & Co. 

Ltd. , joined the Committee in May 1916 and in August / 

1917 Mr. Stanley Baldwin, Financial Secretary to the J 

�reasury, also became a Member o�ing to the need which 

existed for closer intercourse between the Treasury and 

the Committee. Mr.Baldwin took the Chairmanship at 

Meetings held in the Treasury; Lord Cunliffe at 

Meetings in the Bank of England. 

In November 1917 the Hon.Sidney Peel of the 

Foreign Office joined the Committee .  

In April 1918 Mr.Ba1dwin's place, as 

Representative of the Treasury, was taken by Mr. Hugh G .  

Levick of the Treasury and it was arranged that the 

Governor of the Bank of England should in future be 
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CHAPTER N 
FOREIGN EXCHANGES 

LONDON EXCH&'IGE COMMITTEE. 

Chairman of the Committee ex officio. No further 

changes took place in the constitution of the 

Commi ttee. 

For a considerable period Meetings were 

held daily; in all some 706 took p lace. 

In the spring of the year 1916, Lord 

Cunliffe visited the United States of America as a 

Member of the Finanotal Mission sent there at that 

time. 

In· April 1917, Mr. Gaspard Farrer went to 

Holland to disouss arrangements to meet the very 

diffioult finano ial situation whioh had developed 

there. 

In Deoember 1917, Lord Cun1iffe was 

selected by the Treasury to be the head of a F inanoial 

Mission whioh was sent to Spain for the purpose of 

negotiating a Loan. 

The Committee was dissolved on the 31st 

Deoember, 1919. 

Speoial sections follow dealing with the 

work of the Committee in conneotion with the _ 

Amerioan Exohange 

Argentine Exchange 

Dutoh Exohange 

Indian Exohange 

Soandinavian Exohanges 

Spanish Exohange 

Swiss Exohange 
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CHAPTER IV 

FOREIGN EXCHANGES 

LONDON EXCHANGE COMMITTEE. 

In addition, the Committee carried out large 

purchases of Exchange on Hongkong to provide funds for 

the purchase and hire of ships. 

The lowest quotations during the War for the 

undermentioned exchanges were:-

Lowest 
Country Parity Quotation Date 

Holland 12. lOt 9·02 B. S.lS 

Spa.in 25·22t 15·S7 15· 4.1S 

Switzerla.nd •• lS.40 IS. 5·1S 

Sweden IB.159 10.00 3·11.17 

Norway " 11.95 ". 

Denmark " 11. 92 " 

(Taken from Bankers' Magazine) 

,\ 
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FOREIGN EXCHANGES 
LONDON EXCHAll!GE COMMITTEE. 

AMERICAl� EXCHAl�GE. 

Shortly after the formation of the Committee 

an Agreement was concluded between a group of British 

Bankers and a group of American Bankers for a Loan of 

�50, 000,000, the·proceeds of the Loan being placed at 

the disposal of the Committee for the purpose of 

supporting the Exchange in such ma�er as they might 

think fit:t'" The method of employment of the Loan was 

the subject of considerable discussion but eventually 

it was decided to place the whole amount on deposit, 

equally divided between the National City Bank, the 

Bankers' Trust Company and the Guaranty Trust Company 

as, in the opinion of the Committee, the fact that the 

money was so held would have a powerful effect in 

keeping Exchange steady. The money remained on 

deposit until July 1916 when it was transferred to the 

Account of the Treasury, the Loan eventually.being 

paid off in June 19�7 by the transfer of gold supplied 

by the group of British Bankers in whose name the Loan 

was negotiated. 

The Committee were intimately concerned with 

the introduction of the various schemes for the 

mobilisaticn of Securities for sale or loan to the 

Treasury; the Securities were used almost entirely in 

America, being either sold there or depcsited as 

collateral in connection with money borrowed in the 

United states either in the form of Public Issues or 

in the form of Bankers' Loans. 

*Vide Treasury Minutes dated 17.11.15 and 27.5.16, 
about £10, 000,000 4t% War Loan was deposited at the 
Bank of England as Security for this Advance. 

, 
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LONDON EXCHAt'lGE COw.; ITTEE. 
AMERICA 

The Committee started to give support to 

the Exchange immediately on appointment and the quo

tation was gradually raised to 4. 76t, the figure 

considered to be the outgoing gold point. It was 

determined to "peg" the Exchange at this figure and 

this aim was in fact realised as, until the control 

was removed in March 1919, Mesrs. J .  P. Morgan & Co., 

acting on behalf of the Committee, purchased all 

Exchange which was offered at 4. 76i5' Very few 

Exchange dealings were effected in London by the 

Committee as it was only found to be necessary to 

lend support here when the quotation fell away from 

that in New York, which happened very rarely. -The 

Committee discovered, shortly after their appointment, 

that some of the larger Government Departments, such 

as the Ministry of Munitions, War Office, Sugar 

Commission, &c. , were buying dollars in the London 

Market and through different channels; immediate 

steps were taken to stop this practice and arrange

ments were made under which dollars were supplied 

direct from the Account of H. M. Treasury with Messrs. 

J. P. Morgan & Co. This course removed from the 

London Market practically the only large dealings. 

The dollars required to finance the-Exchange 

transactions were provided by funds borrowed through 

Messrs.J. P. Morgan & Co. on call Loans from Bankers and 

by transfers from the Account of H.M. Treasury to the 

Exchange Account (which stood in the name of the Bank 

of England) when the overdraft on the latter Account 
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LONDON EXCHA1'lGE COMMITTEE. 
AMERICA 

became too large, and by gold shipments. The 

Treasury Account in turn was fed by the proceeds of 

Public  Issues, sales of Securities, gold shipments, 

money borrowed from various quarters, &c. Amongst 

other sources, dollars were borrowed from the Danish 

Government and also from the Japanese Government. 

In the case of the Japanese Government the money was 

borrowed against sterling Treasury Bills  bearing a 

guaranteed Exchange; also, the proceeds of Yen 

Treasury Bills  and Exchequer Bonds issued in Japan by 

the British Government were converted into dollars 

supplied by the Japanese Government.* Several British 

Corporations issued Bills  in America and sold the 

dollars to the British Treasury. 

As previously stated, the Exchange Account 

in New York stood in the name of the Bank of England, 

in whose name also the call Loans required to finance 

the Account were negotiatedj the name of the 

Exchange Committee could not be accepted in New York 

as " ob l igor" . The Bank of England received a cover-

ing guarantee from H.M. Treasury. In August 1917, 

arrangements were, however, made to close the Account 

in the name of the Bank of England and to open a 

s imilar Account in the name of H.M. Treasury. 

The record of Exchange purchased and sold 

on behalf of the Committee (at the end of this 

Section) will  show the magnitude of the sums expended 

in the stabilization of the American Exchange. 

*Vide Correspondence Files 493/9, 493/10 and 493/135 

'\ 
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LONDON EXCHJu�GE COMMITTEE. 
AMERICA 

The Exchange Committee were successful, in 

conjunction with the Bank of England and the Cornhill 

Committee (after experiencing muoh difficulty in bring

ing the Treasury into agreement with their views), in 

getting restriotions plaoed upon Underwriters to 

prevent them insuring shipments of gold from Neutral 

Countries, having in mind particularly the United 

States; the Committee's view was that any gold taken 

from America would ultimately have to be replaoed from 

the United Kingdom. An intimation was also sent to 

Bankers and to Shipping Companies that such shipments 

ought not to be facilitated. On representations from 

the Foreign Office, the restriotions, after being in 

force for a short time, were removed so far as the 

Underwriters and Shipping Companies were concerned, 

owing to fear of diplomatic trouble with America; but 

within three months the United States Government issued 

a regulation prohibiting exports of gold from the 

United States and her territorial possessions except 

under licence. This regulation was largely due to 

Lord Cunliffe who, after his return from Amerioa, 

stated that he had discussed with Mr. McAdoo, the 

Secretary to the United States Treasury, and also with 

the Federal Reserve Board the question of preventing 

the shipment and insurance of gold from America, and 

that both Mr. McAdoo and the Federal Reserve Board were 

much in favour of this policy though the British 

Embassy did-not support it. The matter was accordingly 
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taken up by the Treasury with the United States 

Government and, as a result, the regulation previously 

referred to was passed. 

The most critical period in the history of 

the American Exchange occurred after the statement 

issued on the 27th November 1916 by the Federal Reserve 

Board*cautioning Federal Reserve Banks against locking 

up Funds in obligations of Foreign Governments. So 

seriously was the situation viewed by the Committee 

that an interview was arranged with the Chancellor of 

the Exchequer chiefly for the purpose of discussing 

whether support of the Exchange should be co�tinued. 

The Chancellor placed the matter before the Cabinet 

War Committee who summoned the Exchange Committee 

before them. As a result of the discussion the 

Cabinet War Committee decided to continue to hold 

Exchange at 4. 76�. The Cabinet also decided to cable 

to the French and Italian Governments informing them 

of the situation which had arisen and urging the 

necessity for sending more gold to America and for 

curtailing drastically contracts for purchases there. 

Owing, however, to the political situation, due to the 

resignation of the Government, the telegrams drawn up 

by the Exchange Committee were held up for some days 

as there was no one connected with the Government who 

would take the responsibility for sending them. 

Eventually the Committee sent the telegrams themselves 

through diplomatic channels. 

*Vide Appendices. 
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Early in December 1916 the Committee wrote 

to the Chancellor urging upon him "the vital necessity 

"for taking, without the least delay, any step whatso-

"ever which may tend to alleviate the position; 

"otherwise . . . . . .  nothing but disaster can result", 

The Committee set out various suggestions to which 

they considered immediate effect should be given and 

concluded the letter by saying that "so far as the 

"Committee can judge by opinion in the City, the 

"people of' this Country will be willing to do anything 

"y�u recommend as necessary for the successf'ul 

"termination of the War".* 

Later in December the Committee considered 

the p·ossibili ty of obtaining compulsory powers which 

would enable all balances, Securities, property, &c. , 

in America belonging to British Subjects, Banks, 

Corporations, or to other businesses of' British owner-

ship, to be acquired, should occasion arise, by 

purchase by the Treasury, or to be deposited on Loan 

with the Treasury. After several discussions a 

letter on these lines was written to the Chancellor 

suggesting that power be taken to vest any property 

(not only American property) in H.M.Government, but 

effect was not in the end given to the proposals other 

than to take compulsory powers to acquire Securities 

necessary for regulating the Foreign Exchanges, 

Messrs. Morgan were much in favour of an 

arrangement under which Banks in London would guarantee 

*On the 15th December the Committee wrote to the Food 
Controller urging curtailme�t of imports owing to 
difficulty of paying for them. 
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Exchange on American Funds deposited in London, the 

Banks to receive a covering guarantee from H. M. Govern-

ment; they regarded such an arrangement as essential 

in order to prevent the bulk of American deposits 

from be ing withdrawn from London. The Committee did 

not_ however, consider such a scheme to be practicable 

and the proposal was abandoned without the ill e ffect 

antiCipated by Messrs. Morgan. 

In January 1917, Messrs. Morgan suggested 

that a portion of the Government purchases in America 

might be financed by drafts dravm in dollars by the 

Contractors on British Banks, the latter to be guar-

anteed by H . M. Government. The Committee did not 

favour the proposal but, when the matter was brought 

for'lIard a second time by Messrs. Morgan, it was agreed 

to obtain the Bankers ' opinion. As the Committee 

anticipated� the Bankers were averse from incurring any 

further dollar liability and stated that they would 

really prefer to part with gold rather than adopt the 

suggested form of credit. 

The advisabil ity of issuing British 

Government Treasury Bills in New York, which was 

d i scussed in the latter months of the year 1916, was 

bro�ht forward again by Sir Hardman Lever (the 

British Treasury Representative in New York) in March 

1917, at the instance of Me ssrs.Morgan. The Exchange 

Committee had always been averse from the i ssue o f  

Treasury B ills in America; on this subject they had 
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written to the Treasury in November 1916 saying that 

"One result of the issue of the B i l ls in America w i l l  

"undoubtedly be the withdrawal of American money 

"employed here at the present time: indeed, the 

"Committee have already learnt of arrangements being 

"made by American Houses for the calling of money 

"from the London Market. The Committee fear also 

"that the issue of a large quanti ty of short-dated 

"obligations w i l l,  in effect, p lace this Country 

"financially very much in the hands of the United 

"States and they feel that they carmot too strongly 

" insist on the danger of a short-term obligation in a 

"foreign currency and in the hands of foreigners 

"ignorant of conditions here and without the founda-

"tions of faith in our credit inherent in a British 

"subject. Further, the issue of Treasury B i l ls w i l l  

"dimin ish the chanoes o f  obtaining further long term 

"Loans in America". Vfuile adhering to their 

previous opinion that such issues were undesirable, 

the Committee now agreed that as a Bond Issue was 

impossible the Treasury could not do otherwise than 

issue B i l ls. 

The entry of America into the War in Apri l  

1917 relieved the great difficulty which was be ing 

experienoed in raising dollars as large credits were 

at once p laced at the disposal of the British 

Government by the United States Treasury to meet the 

most pressing needs. 
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Early in August 1917 arrangements were made, 

as previously stated, with H.M.TreasUIJT to close the 

Exchange Account with Messrs. Morgan standing in the 

name of the Bank of England, and from that time money 

expended in support of the Exchange was charged to the 

Account of H.M.TreasUIJT in New York. 

In the autumn of 1917 the Committee suggested 

the necessity of prohibiting the export of capital 

(having exports to the United States particularly in 

view) and as a result the Treasury issued regulations 

to the desired effect. 

On the 18th March 1919 the Exchange Committee, 

at the request of the Chancellor of the Exchequer, 

attended a Meeting to consider whether the stabiliza-

tion of the Exchange should be continued. Besides 

the Chancellor of the Exchequer, Sir John Bradbury and 

Sir Auckland Geddes were also present. After a very 

lengthy discussion, it was agreed to withdraw the 

support from the Exchange. 

A record of the Public Loans issued in 

America by the British Government up to the c·lose of 

the year 1919 is appended. 

From the point of view of the British 

Government, the American Exchange was, of course, by 

far the most important Exchange. Al though the 

Committee took a leading part in various arrangements 

made for the support of the Exchange and for the 

provision of dollars in America yet, owing to the fact 
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that the British Treasury established their own 

Representative in New York, many quest ions were 

naturally settled and negotiations carried out with-

out reference to the Committee. For this reason 

they had not so intimate a knowledge of the situation 

in America as they had, for instance, of affairs in 

Holland; it is consequently impossible from the 

records of the Committee to make the account of this 

Exchange so fUll as its importance would justify. 
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Purchases and Sales of American Exchange 

Exchange purchased in Exchange sold 
New York or scld in Lcndon in New York 

1915 
November £1, �45, 000 
December 50, 000 £2, 426,368 

£1,995,000 £2, 420, 3b8 
1916 

January £135, 000 £1, 828, 177  
February 1, 102, 648 300, 000 
March 4, 360, 000 
April 4, 890, 000 
May 9, 674, 864 
June 11, 220, 000 
July 4, 685, 000 
August 13, 395, 000 
September 13, 465, 000 
October 1 7, 775, 000 
November 25, 230, 000 
December 44, 2Z0, 000 

£140,252,512 £11, 3l8, lZZ 
1917 

January £10, 800, 000 
February 31, 340, 000 
March 13, 2 75, 000 
April 15, 620, 000 
May 37, 170, 000 
June 55, 090, 000 
July 20, 2 70, 000 
August 22, 745, 000 
September 34, 395 , 000 
October 26, 715, 000 
November 27, 815, 000 
December 2l, Zl5, 000 

£322,250. 000 
1918 

January £17, 440, 000 
February 13, 435, 000 
March la, 715, 000 
April 3, 140, 000 
May 4, 2 70, 000 
June 8, 235, .000 
July 4, 920, 000 
August 9, 730, 000 
September 3, 505, 000 
October 2, 215, 000 
November 2, 400, 000 12, 195, 000 
December 2, gzO. OOO 3, ll5, 000 

£bl,525, 000 £30, 820. 000 
1919 

January £4, 580, 300 
February £l' 150, 000 650, 000 
March 1 ,935,000 

£24,085,000 £5, 230,300 

Total £55 7, 507, 512 £49, 924, 845 
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PUBLIC ISSUES IN NEW YGRK 

$500, 000, 000 Anglo-Frenoh 5-Year 5% External Loan 

i asued 15th October 1915 @ 98,  the 

AMERICA 

Loan be ing a joint obligation of the 

British Government and the French 

Repub l i c .  

$250, 000, 000 2-Year 5% Secured Loan Gold Notes issued 

1st September 1916 @ 99.  

�150, 000, OOO 3-Year 5t% Se cured Loan Gold Notea 

issued 1st November 1916 @ 99i. 

i150 , OCO, OOO 5-Year 5t% Secured Loan Gold Notes 

issued 1st November 1916 @ 98t. 

%lOC, OCO , OOO I-Year 5t% Secured Loan Convertible Gold 

Notes issued 1st February 1917 @ 99. 52. 

%150, 000, 000 2-Year 5t% Secured Loan Convert ible Gold 

Notes issued 1st February 1917 @ 99. 07. 

i142, 90 1 , 000 20-Year 5t% Gold Bonds issued 1st 

February 1919 in exchange for 1- & 2-Year 

Secured Notes. 

il0l, 620, 900 3-Year 5t% Convertible Gold Notes issued 

1st November 1919 @ 98, due 1st 

November, 1922.  

i148, 379, 100 lC-Year 5t% Convertible Gold Bonds 

issued 1st November 1 9 1 9  @ 96t , due 

1st August 192 9 .  
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In July 1916 the Treasury made an arrangement 

with certain London Banks for 'accepting B i l l s  drawn to 

finance purchases of meat. The Banks in South America 

did not, however, view the arrangement with favour as 

it tended to decrease the popularity of drafts drawn by 

themselves on their London Offices ; the B i l l s  drawn 

were accordingly, on the advice of the Committee. not 

renewed at maturity, the scheme b e ing allowed to lapse. 

In the autumn the Committee considered the 

question of raising a Loan in the Argentine but formed 

the conclusion that a Loan would b e  impracticable as 

the Argentine was essentially a borrowing Country. 

The Committee urged upon the Treasury the necessity for 

the curtai lment of imports. 

In October 1917 tentative proposals for a 

Loan were r e c e ived through Messrs. Leng Roberts & Company, 

Messrs. Baring Brothers ' corre spondents in th� Argentine, 

in which it was 'stated that £10/20, 000, 000 for six 

months might poss ibly be obtained against Argentine 

Securities. The proposal was referred to the Treasury 

who, agree ing with the Committee that a Loan of s o  

short a currency was useless, requested them t o  ascer

tain what prospects there were of obtaining a longer-

dated Loan, adding that large importations of wheat 

from the Argentine early in the f'ollowing year would be 

absolutely required if' the populations of' France and 

Italy were to be adequately f'ed. The Committee 

suggested that a joint f'inancial Commis s i on of' the 
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Countries interested should be formed to negotiate the 

arrangements for finance and pointed out that it 

seemed impossible that the surplus wheat crop could be 

lifted without employing the tonnage in the control of 

the Allies, so that the financial Commission would be 

in a strong position to negotiate. 

A conference on the subject took place with 

the French Minister of Finance and the Assistant 

secretary to the United states Treasury ; as a result 

the British and French Ministers in Buenos Ayres were 

instructed to suggest to the Argentine Government that 

that Government should formulate a plan whereby 

obligations of Great Britain and France would be 

issued to an amount representing the purchase price of 

the Argentine exportable cereals and be made the basis 

for the issue of Argentine circulation. 

Eventually, in January 1918, a Convention 

was concluded between the British, French and 

Argentine Governments for an advance of 200, 000, 000 

Argentine gold dollars carrying �nterest at 5%. The 

Loan had a currency of 2 years Qut the Argentine 

Government were g iven the right to draw against the 

British and French Governm�nts, respectively, up to a 

total of 100, 000, 000 dollars in each case when the 

rate of exchange on England did not exceed 50d. or on 

France 5 francs 60 centimes, subject to an undertaking 

that the proceeds would not be utilized to meet direct 

or indirect remittances to the United States of America. 
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The Loan was still outstanding at the close 

of the year 1919 and was renewed for a further year 

from January 1920. 

In the spring of 1920 the Bank negotiated a 

fresh arrangement for the Treasury through Messrs. 

Baring, under which, in May, the British Government 

advanced $50, 000, 000 in New York to the Argentine 

Government to meet Bills maturing there ; the British 

Treasury undertcok not to call for the repayment of the 

Loan unti l  the 14th January 1921, the due date of their 

own obl igation, when it would be used to cancel an 

equal amount of that debt. The balance of the British 

Government ' s  engagement was met by their making them-

selves responsible for the service and amortization of 

certain Argentine Bonds, until the extinction of the 

balance. (vide folder 493/134. ) 
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DUTCH EXCHA1'lGE. 

In January 1916 the Committee starte� to 

give support to the Dutch Exchange. The operations 

at first were conducted through the London County & 

Westminster Bank, Ltd. , but it was decided early in 

April 1916 that it would be necessary to se lect a Firm 

in Amsterdam to operate on behalf of the Committee and 

an account was opened with MessTs . H ope & Co. for this 

purpose, in the name of Baring BroB.& Co.Ltd.* 

An Agreement was reached in March 1916, after 

considerable negotiation, with a group of Dutch Bankers 

for the liquidation of sterling balances held in 

London on Dutch account amounting in all to some 

£7, 000, 000, the l iquidation to be effected by means of 

the payment of £1, 800, 000 in gold and the balance by 

the issue of 12 months Sterling Treasury B i l ls bearing 

an option of repayment in Florins at the exchange of 

Pls. 12. The B i l ls bore the endorsement of the Bank 

of England to the effect that they would be repaid 

either in sterling or florins j the Bank ' s  endorsement 

was necessary in order to make the B i l ls available as 

collateral with the N e therlands Bank for which purpose 

two s ignatures to the Bills were required. The 

Treasury gave the Bank of England a covering guarantee 

in respect of this endorsement. The Javasche Bank, 

whose balances formed part of those dealt with, were 

also given an undertaking that no obstacle would b e  

p laced in the way ' of shipment by them t o  H o l land, as 

*In July 1917, at the request of B arings . the t itle of 
the account was altered to London Exchange Committee . 

Bank of England Archive (M7/157)



THE BANK OF ENGLANO, 1914-1921. 

FOREIGN EXCHANGES 
LONDON EXCHA1'lGE COMMITTEE. 

HO:.rLAND 

and when required, of the £1, 000, 000 earmarked gold 

held by Lloyds Bank on their behalf and also a fUrther 

£500, 000 gold set aside under this arrangement. 

A separate agreement was oonoluded with the 

Anglo-Saxon Petroleum Company and the Asiatio 

Petroleum Company, who had funds in London estimated 

to reach £6, 000, 000 by the end of June 1916. It was 

agreed to se l l  the Companies £500, 000 forward Exohange 

at 11. 90 and also £1, 500, 000 Treasury Bills due in 

January 1917,  payable either i n  florins at 11. 90 or in 

sterling. On their side the Companies agreed that, 

apart from oertain stated payments to be made in 

England, the balanoe of their funds should remain 

invested in Sterling Treasury Bills until the end of 

the year, and that they would not purohase any 

exohange o n  Hol land before January 1917, unless for 

exceptional transaotions of inoonsiderable amount, the 

details of whioh they would submit to the Committee 

for approval. 

The chief demands on the Dutoh Exohange 

arose through payments for Java Sugar, for produce 

purchased in Hol land, and for remittances made by 

Messrs. Baring Bros. & Co. on aocount of the Russian 

Government to oover the payment in Hol land of coupons 

on Russian Government Bonds, and through large offer-

ings of sterling o n  Scandinavian acoount through 

Holland. The payments for Russian ooupons were 

large l y  effeoted by means of the export of gold as 
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soon as the weakness in the Exchange became very 

pronounced, though later the Committee arranged to 

supply the florinS; and with regard to the other 

payments the Committee concluded various arrangements 

for the issue of yearling Treasury Bills, usually at 

5% discount, bearing a guaranteed rate of Exchange, 

and also for the issue of Exchequer Bonds similarly 

payable both as to principal and interest in sterling 

or florins. In 1916, for instance, £4, 950, 000 

Treasury Bills with a guaranteed Exchange of Fls. 12 

were issued in payment for Java Sugar. Sterling 

acceptance credits for large sums were also arranged 

to ' finance portions of the Sugar Crcp, the Agents cf 

the Sugar Commission drawing for the purpose on 

certain London Bankers. 

The Foreign Office, the Restriction of 

Enemy Supplies Department, the Ministry of Food, &c. , 

entered into various Agreements for the purchase of 

agricultural produce in Holland and the Dutch 

Fisheri�s catch, and payments arising therefrom were 

a frequent drain upon the resources available; so 

much so that the Committee, who questicned the wisdom 

of this method of food blockade* ( in view of the 

extreme difficulty of providing foreign currency even 

for absolute necessities) frequently protested against 

the Agreements in cases in which the produce was not 

urgently required for consumption in this Country. 

The Committee often had cause to complain that an 

Agreement was concluded first, the method of payment 

*Vide also correspondence between Foreign Office and 
Bank, October 191 6 . ( C. C . O . 490 ) 
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being left for subsequent arrangement. 
HOLLAND 

The Committee besides actually effecting 

payments, as previously stated, in Treasury Bills and 

Exchequer Bonds also sold s imilar Treasury Bills for 

florins and purchased in London any Securities which 

would command a. sale in Amsterdam, the total so pur-

chased being about £5, 500, 000 in value; Exchange was 

also sold when opportunities occurred and large sums 

were provided in this manner. The largest block of 

Securities bought was purchased at a cost of approxi

mately £4, 250, 000 as the result of a requisition of 

Royal Dutch Petroleum Shares by H. M. Treasury on the 

advice of the Committee. 

Beginning with May 1916 shipments of gold 

were also made, the total reaching £2, 200, 000 by the 

end of July, after which date no further shipments 

had to be made for nearly a year, when h�avy 

maturities of Treasury B ills necess itated big exports 

of gold which continued until April 1918, by which 

time the bulk of the Treasury Bills had been repaid. 

In all some £16, 000, 000 gold was sent direct by the 

Committee and in addition about £500, 000 through the 

London County & Westminster Bank, Ltd. , in ccnnection 

with operations for the support of the Exchange 

carried out for the Committe e ;  also £1, 350, 000 was 

despatched thrcugh Messrs. Baring to provide for part 

of the florin requirements of the Russ ian Government, 

the gold being sold at an exchange based on the rate 

ruling at the time, the profit on the transaction 
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being paid to the Committe e .  
HOLLAND 

In 1916 shipments were 

sent in small amounts not exceeding £50, 000 per boat 

and were sent unaccompanied. In May 1916, a ship* 

carrying £46, 000 in gold on behalf of the Committee 

was sunk either by �ine or torpedo close to the 

Goodwin Sands, but the gold was subsequently recovered 

by the Admiralty. In June 1917 when shipments of 

gold were resumed, the submarine menace had become so 

acute that the convoy system had been adopted by the 

Admiralty, ships being sent over to Holland in batches 

of five or more. The Committee then decided, in face 

of the urgency of sending gold to Holland and the 

infrequency of the shipments, to raise the maximum 

which might be sent in any one ship to £250, 000. In 

view of the necessity for secrecy both in regard to 

the despatch of a convoy and to the fact that the 

ships carried gold it was impossible to make arrange-

ments in advance for the transport of gold from the 

Hook of Holland to Amsterdam ; the Committee decided 

therefore that a Representative of the Bank of England 

shOUld travel on each ship which carried gold and 

accompany the consignment to Amsterdam , making the 

best arrangement possible for the journey from the 

Hook. Later, when the shipp ing danger increased 

still more, instead of shipments being acoompanied, a 

Bank of England Representative was stationed in 

Holland, met the ships on arrival and saw to the safe 

conveyanoe of the gold to Amsterdam. The journey 

from the Hook of Holland was accomplished by means of 

*Batavier V. 
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barge s  and was attended by some risk owing to the 

nearness of the German Frontier. Despite the dangers 

of the voyage and canal journey no lo�s was incurred 

and the various consignments of Securities also 

reached Amsterdam in safety. 

By the end of the year 19i6,  over 

£15, 000, 000 Treasury Bills payable at a guaranteed 

Exchange had been issued, the greater part of which 

fel l  due in the first half of 1917, and the Committee 

were faced with the serious problem of renewal or 

payment. During the autumn of 1916, they had managed 

to accumulate a substantial balance in Holland, 

amounting at the beginning of the year 1917 to some 

Fls. 32, 000, 000 ; the Committee felt that the posses

sion of a large balance would be a powerful lever in 

their hands in the negotiations for renewal of Bills. 

Messrs. Hope were given instructions from time to time 

to purchase Treasury Bills i n  the Market for account 

of the Committee at varying rates of discount in order 

to maintain a free Market and to improve the rate at 

Which renewals could be placed. By March 1917 the 

Bills is.sued had reached a total of £15, 641, 000, a 

figure which was regarded as far too large for the 

Dutch Market, and from that time it was resolved to 

effect a steady reduction in the total outstanding. 

Arrangements were made, after much negotiation, to 

renew the largest holdings of Bills either in whole or 

in part;  the wording of the e ndorsement to the 

renewal Bills was altered, to comply with the wishes 
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of the Netherlands Bank, so as to give the h.older, 

besides the option of payment in florins at maturity, 

the option of receiving payment in London at any time 

under discount at 5% provided that the Exchange was at 
, 

12. 15 or above. The renewal of £2, 000, 000 Bills held 

by the Javasohe Bank was only agreed to by that Bank 

after the promise  of £500, 000 Raw Gold in India 

against payment in sterling in London. 

As a safeguard against any diffioulty which 

might be caused through shipments of gold to Holland 

beooming imposs�ble an arrangement was made with the 

Netherlands Bank under which they agreed to place 

florins to the credit of the Committee against the 

deposit of gold in New York� So seriously was the 

financial situation in Holland viewed about this time 

that the Committee arranged in April for Mr. Farrer to 

visit Amsterdam and this Agreement with the 

Netherlands Bank was the most important result of his 

journey though, as matters turned out, it never 

became necessary to put it into operation. The 

difficulties in Holland were acoentuated by the fact 

that it was impossible to sell there Amerioan or 

Colonial Railroad, &c. , Securities, as �ad been done 

in the United states, because no dealings were per-

mitted in Securities introduced since the War other 

than Dutch Securities or Securities for which special 

sanction was received as, for instance ,  the Exchequer 

Bonds to which subsequent reference is made . In 

*Vide C .  c. p. 166 1'0. 68 
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June 1917 shipments of gold were commenced again, a 

shipment of £1, 000, 000 being despatched in the middle 

of the month. From this time until the spring of 

1918 frequent Shipments took place, the last shipment 

being made in April 1918. 

By the end of the year 1917 the Treasury 

Bills had been reduced below £9, 650, 000 and the steady 

reduction was continued during 1918 so that in 

December the total outstanding was below £5, 000. 000. 

The renewal of £1, 500, 000 Bills held by the Javasche 

Bank was only effected in 1918 after extending to them 

the same facilities for shipping to Holland during the 

currency of the B ills the £1, 000, 000 earmarked gold 

held in London and also agreeing to sell them, if 

desired, a further £500, 000 Raw Gold in India against 

payment in florins� 

The balance of the Treasury B ills outstand

ing was repaid during the year 1920. 

In the autumn of 1917 £1. 950. 000 5% three 

year Exchequer Bonds, payable both as to principal and 

interest in sterling or florins at Fls . 12, were issued 

at 97� less 1% commission to provide payment for Java 

Sugar. The Bonds also contained a clause giving the 

option of repayment in sterling at Fls. l2 at any time 

provided that the rate of exchange for cable transfers 

on London was at or above Fls. l2. 15, the surrender 

value of a Bond being calculated at 98%. 99%. 100% 

according to the year in which it was surrendered, viz . , 

*In March 1918 a proposal was made to tighten the blockade 
by threatening to prevent allied banking houses from 
having transactions with neutral bankers suspected of  
certain specified dealings with the enemy. The London 
Exchange Committee resisted the suggestion as likely 
materially to interfere with the Government ' s  ability to 
obtain credit in neutral oountries, especially Holland. 
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1918, 1919, or 1920. 

H0!.JLAND 

At the end of the year 1918, the Committee 

started to buy up these Exchequer Bonds in the Market 

and on the 3 1 st December 1919 there remained only 

£742 . 800 Bonds out standing. 

Shortly before the Armi stice negot iations 

were init iated by the Bri tish, French, Italian and 

fJni ted States Treasuries for a loan o f  Fls. 175, 000, oce 

from the Dutch Government, of which the Bri t i sh share 

was to be Fls . 75, OOO, 000, and an Agreement was s igned 

early in December 1 91 8 .  

The British portion of the loan was made 

against 5% Exchequer Bonds issued at par and drawn in 

florins but having an opt ion of repayment in sterling 

at Fls. 1 2 :  the Bonds also carried an option o f  

repayment in sterling at the same exchange at any t ime 

in the event of the cable transfer rate on London being 

at or above Fls. 12. 15. The Bonds were repayable at 

any interest date on three months ' notice be ing given 

by the British Treasury and in any case not later than 

31st December 1923. 

The object of the Loan was to provide payment 

for the outstanding Tre asury Bills issued in Holland 

( at that t ime amount ing to �ls. 58, 468, OOO) and the pro-

oeeds o f  the Loan were specially earmarked for this 

purpo se . Owing, however, to .the large credit bale.nce 

( re ferred to again later ) which the Committee 

accumulated in Holland in the early part of 1919� only 

Fls· 50, OOO, OOO was borrowed and the Bonds issued 

Bank of England Archive (M7/157)



THE BANK OF ENGLAND, 1914-U21. 

CHAPTER IV 
FORE IGN EXCHAIGES 

LONDON EXCHANGE COMMITTEE. 

HOLLAND 
thereagainst were repaid on the 31st December 1919. 

At the beginning of their operations the 

Committee had in view the raising of the exchange to 

11. 90, the figure then considered to be the gold point ; 

but by August 1916 they felt that they must modify 

their programme and be content to keep exchange com-

paratively s-teady, endeavouring to prevent sensational 

movements. After the year 1916, little direct support 

was given to the Exchange in the open Market though the 

rate was indirectly as�isted by the Committee ' s  opera

tions and by the fact that Government Departments were 

supplied with florins from the Account of the Committee 

instead of competing for Exchange in the Market. All 

payments on behalf of the Gove�nment were made by the 

Committee and all florin receipts were similarly 

credited to the Committee. 

After the Armistice, the rate rose sharply 

and during the next few months heavy sales of sterling 

in Amsterdam and purchases of florins in London were 

effected. In addition, large florin sums were 

received at this time on account of sales of bacon to 

the Dutch Government, sales of Royal Dutch Petroleum 

Company Shares, sales of coal, and through the receipt 

of florins from the German Government for the purchase 

of food. Indeed, so strong did the financial position 

become that in April  1919 the Cash balance of the 

Committee exceeded by some Fls. 40, 000, 000 the Exchequer 

Bonds and Treasury Bills outstanding. Purchases of' 
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Treasury Bills and Exchequer Bonds were effected in 

anticipation of maturity whenever a favourable oppor

tunity occurred and at the end of the year 1919 the 

only unredeemed obligation in Holland was the balance 

of the Exchequer Bonds due in November 1920, referred 

to previously, for which florins had been set aside. 

The surplus balance on the Account of the Committee 

was used in part to buy Swiss Francs to meet Loans 

falling due in Switzerland and the remainder was 

remitted to London, the Exchange Account being closed 

in January 1920. 
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On the 29th June 1917, the Government of 

India issued an ordinance under which they took powers 

to acquire all imports of gold, at Rs. l5 to the £ in 

the case of scvereigns, and in the case of bullion at 

Rs. 1 for 7. 53344 grains troy of fine g"old. this being 

the equivalent of £3 : 1 7 : 10t per ounce standard. The 

Government of India stated that "The object " . . . .  is 

"not in any way to interfere with trade remittances 

"but to ensure that such gold as is imported is used 

" in the most effective way possible to strengthen 

" India currency position. Gold so acquired will be 

"placed in the Paper Currency Reserve, where it will 

"increase the metallic backing to the note issue, and 

"will, if it is in the form of sovereigns, be readily 

" available for use as currency when necessary. " 

In September the Committee were consulted by 

the Chancellor of the Exchequer and by the India 

Office regarding a proposed change in the price fixed 

by the Indian Government for the purchase of gold, the 

suggestion being that an addition should be made to 

the gold parity which would allow for costs of freight, 

insurance and interest on gold shipped from the United 

States of America. The India Office wished to fix a 

rate which would induce gold to come into India, but 

recognised that they ought to avoid placing a premium 

on gold. The object was to fix a price so that 

persons wishing to b'ring gold into India might secure 

no advantage as compared with a purchase of India 
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Counci l  Drafts, but might bring it in if they wished to 

do so. The prices for India Council Drafts had been 
s d 

raised at the beginning of September to l/� for 
s d 32 

deferred telegraphic transfers and 1/5 for immediate 

telegraphic transfers. 

The Committee held several meetings on the 

subject, one of which was attended by the Secretary of 

state for India, and they also discussed the matter with 

certain India Office Officials and the Indian Banks. 

As a result the Committee decided that they were against 

any addition to the gold parity calculated to correspond 

exactly with the alteration of the sterling value of the 

rupee in London. Their opinion was that it would be 

dangerous to adopt the course of adding an allowance for 

freight, insurance and interest as such a step would 

constitute a premium on gold as compared with the 

sterling value of the rupee ;  would attract gold from 

neutral countries and lead to offers, and consequently 

depreciation, of the sterling exchange on those 

countries. 

The advice of the Committee was, how�ver, not 

followed as the Government of India adopted the practice 

of making an allowance for shipping charges when alter-

ing their buying price for gold from time to time. It 

is impossible to determine to what extent this action 

affected the neutral exchanges, but it is  believed that 

it did not lead to offers of gold, probably owing to the 

difficulties attending shipment. 
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In the early spring of 1916 the position in 

Scandinavia became very difficult owing to the heavy 

purchases made there chiefly by the Board of Trade, 

Restriction of Enemy Supplies Department. Exchange 

started to fall rapidly and by June had depreciated in 

the case of Norway so low as 15. 67, the exchanges with 

Sweden and Denmark being little better. 

Messrs. Hambro acted as the Banking Agents of 

the Board of Trade and the Government in Scandinavian 

matters, and in March 1916 a shipment of £500, 000 in 

gold wa� made to Norway through them to provide funds 

for the purchase of Norwegian Fish and Oils, the profit 

on the gold shipment going to the Committee. This was 

followed early in April by a request from the Treasury 

for the provision of a further £1, 500, 000 for the same 

purpose, a demand to which the Committee took great 

exception. They called the attention of the Treasury 

to the practice whic� appeared to exist by Which 

purchases were concluded on behalf of Government 

Departments before the f inance had been arranged. and 

requested that instructions might be issued that no 

further purchases should be made unless payment by 

means of Securities (bearing if necessary a guaranteed 

rate of Exchange ) had b�en previously arranged. and 

unless the necessity for a purchase at all was extreme. 

The Treasury agreed with the views of the Committee 

but requested that gold might be shipped to provide 

the fUnds then required as there was no time to arrange 
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The question of the means 

of payment had, however, been left so late by the 

Board of , Trade that it was found to be impossible to 

ship such a sum to meet the various �ayments as they' 

fell · due and eventually · it was decided, though only 

under str.ong protest from the Committee, to earmark at 

the Bank of England a l�rge portion of the gold on 

account of the Norges Bank. At th� . same time the 
, 

Treasury wrote to the Board of Trade expressing grave 

dissatisfaction with the action of the Committee 

appointed by tbe Boar� to conduct the 
,
purchase of 

Norwegian Fish and Oil and instructing that no further 
, 

commitments should be entered i�to unless a loan could 

be arranged. 

Negotiati·ons were started through Messrs. 

Hambro and were successfully concluded in June for a 

loan of Kr. 40, OOO, 900 for two years against Bills drawn 

half by Messrs. Hambro and half by the British Bank of 

Northern Commerce, covered by British Treasury Bills as 

collateral. The rate of interest was !% above the 

Norwegian Bank Rate, with a minimum of 5t%, plus 1% per 

annum commission to the Accepting Banks and t% per 

annum to Messrs. Hambro and the British Bank of Northern 

Commerge. At the same time a Loan of Kr. 30, OOO, OOO 

was arranged in Denmark on similar lines except that 

Kr. lO, 000, 000 took the form of a cash advan c e j  the 

rate of interest charged was t% above the Danish Bank 

Rate with a minimum of 5% plus 1 %  per annum commission 
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to the Danish Banks and t% per annum to Messrs. Hambro 

and the British Bank of Northern Commerce. 

In July 1916 the Chancellor of the Exchequer 

asked the opinion of the Committee as to the possi

bility of financing an expenditure of £8 , 000, 000 

required to prevent the catch of Norwegian, Icelandic 

and Autumn Norwegian Fisheries from going to Germany. 

Commander Leverton Harris, of the Restriction of Enemy 

Supplies Department, attended a Meeting of the 

Committee and explained the proposal further. The 

Committee viewed the matter with misgiving, but as the 

policy had the support of the Government it was agreed 

that Commander Leve rton Rarrie, accompanied by Mr .  Hope 

Simpson ?f the Bank of Liverpool, should go to Norway 

to negotiate a fUrther Loan. As a result, a Loan for 

Kr. 14 0, 000, 000 was arranged with the Norges Bank 

against the deposit of British Government Treasury 

Bills. The Loan carried compound interest at 1% above 

the official Bank Rate of the Norges Bank, only t% 
above to be charged should the Norges Bank Rate be 6% 

or over; half of the Loan had a currency of one year 

and half of two years. Messrs. Hambro received a 

commission of i% per annum. 

General The position in Scandinavia about this time 
Scand ina v ian 
Position was further complioated by the large payments whioh the 

British Treasury had agreed to provide there on behalf 

of the Russian Government. whioh amounted to the 

equivalent of some £3 00, 000 a month. 

Purchases of Scandinavian Exchange were 
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carried out by Messrs . Hambro under instructions 

received from the Committee. No attempt was made to 

give direot support to the Exchanges but purchases 

were effected with extreme caution in order not to 

disturb the Market and, if possible, to allow a 

gradual rise. 

In order to raise money to pay for purchases 

of Timber in Sweden an overdraft of Kr. lO, OOO, OOO was 

arranged in July 1916 at 6%, subject to one month ' s  

notice. The Committee were opposed to an overdraft 

subject to such short notice but were compelled to 

give their assent as the money was required so urgent-

ly that there was no opportunity to conclude a more 

satisfactory Loan. 

By the autumn of 1916 the Scandinavian 

Exchanges reached a more normal figure. A general 

rise in quotations had taken place since June, despite 

heavy exchange purchases, the rise doubtless being to 

a large extent due to the various successful Loan 

negotiations referred to above. In Norway and in 

Denmark it had been possible to accumulate a fairly 

substantial balance on the Treasury Accounts, chiefly 

through careful purchases of exchange, and it was even 

possible to start reducing indebtedness in these 

Countries. In Sweden, however, expenditure still 

tended to outrun receipts despite the fact that appre-

ciable sums were being obtained through purohases of 

exchange and through the sale in Sweden of Fish 
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The greater part of 

the expenditure was on Timber, while iron ore bought 

for the Ministry of Munitions and payments made on 

aocount of the Russ ian Government also absorbed very 

large sums. But in the early part of 1917 oonsider-

able purchases of exchange became possible in Sweden 

and the position there improved so rapidly that in 

February a credit of Kr. 7, 500, 000 opened in the 

previous December was repaid, and the exchange 

purchases were discontinued. 

With the object of securing the continuous 

engagement of N orwegian vessels in trade with this 

Country and with the Allies an Agreement was concluded 

by the Government at the beginning of the year 1917 

under which Norwegian shippers were insured against 

war risks, payments under the Agreement being made in 

Kroner. Liabilities under this heading were at first 

expected to reach £750, 000 to £1, 000, 000 a month. 

Subsequently, however, the Treasury found it possible 

to raise the premium rates from a figure much below 

the Commercial rate ( c ircumstances had at first 

rendered it desirable to concede a very favourab le 

rate ) to a level estimated not to show any consider-

able loss. Ultimately the scheme became\ not on1y 

self supporting but, with the decrease in the 

submarine menace,  showed a large profit balance. 

In the spring of 1917 the Shipping 

Control ler began purchasing ships in Norway and very 
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heavy demands for Kroner were made by him. The 

Exchange which had been weak for some little time 

developed firmness and 1arge purchases became possible. 

Kr. 25, 000, 000 for instance being purchased in March. 

It was, however, decided to approach the Central Bank 

of Norway with a view to getting a loan of a further 

Kr. 50, 000, 000. As a condition of any loan, the 

Central Bank insisted on the re laxation of the restric-

tions on the exportation of coal to Norway. The point 

having been conceded, a contract was effected in May, 

the amount of the Loan being Kr. 51, 500, 000 secured by 

Treasury B i lls as collateral. As before, Messrs. C. J. 

Hambro & Son and the British Bank of Northern Commerce 

each drew 90 day Bills for half of the total Loan, the 

B ills be ing discounted in Norway at t% above the 

Norweg ian Bank Rate with a minimum of 5t%, plus 1% per 

annum commission to the Accepting Banks and t% per 

annum to Messrs. Hambro and the British Bank of Northern 

Commerce. The B i lls were renewable up to a maximum of 

two years. As soon as the arrangements for the Loan 

were complete, the Treasury suggested to the Committee 

that purchases of Norwegian Exchange might be dis

continued for a time as the balances in Norway appeared 

to be ample. The Committee were, however, of opinion 

that the possess ion of a substantial balance in Norway 

would be of most material assistance in the negotia

tions for the renewal of the Kr. 70, 000, 000 (half of the 

Loan arranged by Mr. Leverton Harris ) falling due on the 
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3 1st August and the Treasury agreed, therefore , that 

Exchange purchases should be continued. The matter 

of the renewal of half the Leverton Harris Loan was 

taken up in June and the Norges Bank agreed to extend 

the time of repayment for a year. It was not, 

however, possible to cease buying Exchange as timber 

purchases on a large scale both in Norway and Sweden 

had begun againj also the expenditure under the 

Norwegian Fish Agreement was expected to be much 

greater than had originally been estimated owing to an 

abnormal oatch of herrings. Purohases of Swedish 

Exchange were oommenoed again in July in order to pay 

for timber. 

Early in July the Committee wrote to the 

Treasury to enquire whether it was proposed to con-

tinue buying under the Norwegian Fish Agreement after 

the season 1 s oat oh had been purchased. The Committee 

stated that, in the event of the American Government 

-taking up in earnest the question of rationing Neutral 

Countries, it seemed a very strong argument in favour 

of this Country altering their policy of buying from 

Neutral Countries with the object of preventing 

supplies going to Enemy Countries,  and substituting 

there for a similar policy of strict rationing which, 

it seemed likely, would attain the same end, without 

committing Great Britain to liabilities abroad 

prejudicial to her credit and financed only at a heavy 

cost. In the case of the Fish Agreement the 

Committee said that they could not contemplate without 
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alarm the question of incurring fresh liabilities of 

s imilar magnitude. The Treasury in reply intimated 

that they were in accord with the views of the 

Committee and were urging upon the Fore ign Office and 

upon the Restriction of Enemy Supplies Department the 

necessity for revis ing their plans on the lines 

recommended. In consequence, expenditure under this 

heading fell to comparatively small figures at the end 

of September. 

In the early autumn the Treasury ' s  pos ition 

in Norway became favourable, owing chiefly to the pay-

ments under the Fish Agreement be ing cons iderably below 

the figures anticipated and to heavy receipts on 

account of coal shipment.s and freights and for sales of 

fish and oil.  It was possible to stop purchasing 

Exchange. Indeed, the Treasury offered to place 

Kr. 15, 000, 000 at the disposal of the Committee for the 

support of the Exchange which had fallen to little 

above 15. 00, but the Committee advised the Treasury not 

to use the funds in this manner as they believed that 

the cessation of purchases on behalf of the Government 

WOuld have a pronounced effect without the necessity 

for active support. Little effect was, however, 

produced on the Exchange because this discontinuance 

was of short duration; owing to heavy buying of timber 

and iron ore, purchases had to be started again in 

N ovember. 

Negotiations were being carried on at this 

, 
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time by the French for a Loan in Sweden, part of the 

proceeds of which were to be placed at the disposal of 

the British Treasury who, on the advice of the 

Committee, had refrained from attempting to oonclude a 

Loan on their own account upon learning that the 

French were thus engaged, After prolonged negotia-

tions the French were unsuccessful owing t o  the 

onerous terms required. Th€ question of trying to 

obtain a Loan on aocount of the British Treasury was 

then discussed but the idea was abandoned owing to the 

unlikelihood of securing reasonable terms. Purchases 

of Swedish Exchange had therefore to be continued 

though Exchange could only be bought at a rapidly 

rising price. By November the situation in Sweden 

onoe more became satisfactory as timber buying, which 

had been very heavy during the su�er! fell to compara

tively small figures; purchases of Exchange were 

therefore discontinued. 

In October 1917 the Kellner Partington Paper 

Company arranged to sell their business to Norway; the 

Norwegians wished to make an arrangement for a sterling 

Loan to cover the Bum involved (about £6/ 7, 000, 000) as 

the remittanoe of so large a sum through the Exchange 

could only be made over an extended period. 

Eventually the Treasury, on the recommendation of the 

Committee, agreed to advance up to a total of 

£4, 000, 000 for a maximum period of two months, the rate 

of interest charged being the same as that ruling in 
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Norway in connection with the Loan of Kr. 140, 000, 000 

during the period of the adv,:ance. 

In November a further Loan for Kr. 30, OOO, 000 

( chiefly to finance purchases by the Ministry of Food) 

was arranged in Denmark, as to §th by means of a Cash 

advance and as to �ths by means of Bills  at 3 months ' 

sight. The B ills were discontinued at t% above the 

Danish Bank Rate with a minimum of 5% and a commission 

of 1% per annum to the Accepting Banks ; the cash 

advance carried interest and commission at similar 

rates. The Loan was secured by British Government 

Treasury Bills and was renewable until the declaration 

of Peace by Great Britain . At the s�e time an 

. arrangement was made under Which the first Loan of 

Kr. 30, 000, 000, for Which an Agreement was concluded in 

January 1916, might be continued until the declaration 

of Peace by Great Britain. 

At the end of December purchases of 

Norwegian Exchange were discontinued as the Treasury 

balance had reached a large figure, chiefly owing to 

the fact that the requirements in respect of the 

insurance of Norwegian vessels had fallen largely below 

the estimates and to the fact that Kr. 14, 000, 000 Exchange 

had been purchased in connection with the Kellner 
< 

Parting ton deal. The quotations of all three Exchanges, 

which had shewn pronounced weakness in November, started 

to rise rapidly during this month, the highest quotations 

for the month for Norway, Sweden and Denmark being 14. 55, 
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14. 38 and 15. 30 respeotively against a lowest quotation 
. 

in November of 12. 05, 10. 00 and 12. 00. 

In January 1918 the Treasury authorised the 

purohase of Fresh Herrings in Norway on the understand-

ing that the Food Controller would make no purohases 

unless he had definitely seoured from the Shipping 

Controller tonnage which might be expeoted to bring the 

Fish to this Country in good oondition. Heavy pur-

chases of sardines were also made in Norway during the 

early months of the year 1918. Despite these calls 

upon the Treasury resouroes, indebtedness was reduoed 

by the repayment of Kr. 20, 000, 000 in January and 

.February. In the spring large sums began to be 

available from the premiums paid in oonnection with the 

insuranoe of ships ( to whioh referenoe has been made 

previously ) the scheme having rea2hed the stage of 

being more than self-supporting, and' from that time 

onwards considerable sums were received under this heading. 

In March receipts from coal shipments and 

freights started in Denmark and thence onwards provided 

a steady inoome. 

On the 29th May 1918 an Agreement was s igned 

between the Swedish Government en the one s ide and the 
I l-� """ 

French, Ufii�ea 8�at�s and British Governments on the 
• 

other s ide, the financial clauses of which provided for 

a monthly credit of Kr. 6, 250, 000 to be used exclusively 

for expenditure in Sweden. The credit was conditional 

upon Exchange being 17. 50 or above . The British 
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portion was available against Messrs, Hambro ' s  3 year 

Promissory Notes, interest being payable half-yearly at 

the oash oredi t rate of the Sverj.ges Riksbank during the 

preoed�ng half year, subjeot to a minimum of 5t% and a 

maximum of 7t%, British Government 6% 3 year Kroner 

Notes to a faoe value of 20% in excess of the amount of 

the Loan outstanding were deposited by the Treasury as 

oolla teral. The Loan was repayable in whole or in part 

either in Kroner or by Sterling oheque on London at the 

average middle rate of the day for the 30 days preceding 

the due date of repayment. 

The Agreement also provided for half of the 

payments in respeot of iron ore to be made by means of 

British Treasury 6% one year Sterling Notes (with option 

to the British Treasury to renew until 1st August 1920 ) 

the Notes being not negotiable and unavailable for use 

as oollateral exoept in Sweden during the whole of their 

ourrenoy unless Exohange reaohed Kr. 17. 50. A similar 

provision covered the payment for Swedish paper and pulp, 

but the Swedish exporters had the alternative of placing 

the money on deposit with a British Bank for a fixed 

period of one year, subjeot to an option to the British 

Treasury to require that the period of deposit be 

extended fcr a further year. The Swedish Government 

alsc undertook to arrange for the investment or deposit 

of one half of the moneys due for losses of ships on the 

same oonditions as those in respect of payments for 

paper and pulp. The conclusion of this Agreement and 
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the large receipts which started to become available 

in the spring from coal shipments and freights and 

from the Wheat Commission provided ample funds in 

Sweden. 

In July 1918 arrangements were made with the 

Norges Bank to repay a quarter of the Leverton Harris 

Loan of Kr. 140, 000, 000 maturing on the 31st July and 

to continue the remainder until the 31st July 1919 or 

until 6 months after the termination of the War, 

whichever might be the earlier. 

In October 1918 the Sveriges Riksbank agreed 

to take gold from the Bank of England and to pay for 

it at par value provided that the proceeds were used 

for purchases in Sweden. £1, 000, 000 in gold was 

accordingly shipped. 

In the autumn, after the conclusion of the 

Armistice, the Scandinavian Exchanges rose rapidly, 

the Exchanges on Norway, Sweden and Denmark reaching 

17 ·  55t, 17. 15 and 17. 85, respectively, in November. 

In December the Norges Bank suggested to the 

Treasury that, in view of the gold shipments to Sweden, 

consideration should be given to the question of 

sending a certain amount of gold to Norway. The 

Committee agreed to the shipment of Kr. 20, 000, 000 in 

gold, to be used in reduction of indebtedness, if the 

Norges Bank would accept the gold at Mint parity and 

would also give the Treasury the option to renew the 

balance of the Leverton Harris Loan for a further 
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period of one year from 31st July 1 9 1 9  on similar 

terms. Eventual ly it was agreed with the Norges 

Bank to send £1, 500, 000 in gold to be accepted at 

Mint parity less i% in repayment of an equivalent 

amount of Kroner, on the understanding that approxi

mate ly Kr. 30, 000, 000 of the Loan would be paid to the 

Norges Bank in sterling on the 31st July 1 9 1 9 ,  at the 

average buying rate in Chri s t iania for t e legraphic 

transfers on London for the month� of July, and that 

the balance of the Loan amounting to approximately 

Kr. 5 7, 000, 000 would be renewed on existing terms for 

a further year. 

In February 1919 the Loan of Kr. 5 1, 500, OOO 

from the Central Bank, Norway, was renewed for a 

further year on the exist ing conditions. 

In March purchases of Norwegian Exchange 

were resumed to provide funds to repay outstanding 

Loans, and reached heavy figures at· steadily r i s ing 

rates. Indeed, after the beg inning of May, the 

purchases were all effected above the par of Exchange .  

Purchases of Swedish Exchange had been commenced 

again in February for the same purpose. 

In Apr i l  Kr. 20, 000, 000 fal ling due in 

Ncrway in July was taken up under disccunt and a 

further Kr. 46, OOO, OOO B i l l s  due in July and August 

were similarly taken up in June. 

Purchases of Exchange both on Norway �d 

Sweden were d i scontinued in June. In fact, so 
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favourable did the position in Scandinavia become that 

by the end of July the only Loan outstanding in Norway 

was a sum of K!. 23, 000, 000 while the Capital indebted

ness in Denmark had been completely repaid, and a sum 

of Kr. 12, 500, 000 only was outstanding in Sweden. By 

the autumn the Loan in Norway was l iquidated and the 

Treasury had a credit balance there of about 

Kr. lO, OOO, OOO as well  as in Denmark to meet Government 

purchases : while in Sweden there was a credit balance 

of Kr. 30, 000, 000, a sum ample to cover all expenditure, 

for the purchases on Government Account had been 

reduced, as in the other Scandinavian Countries, to 

small figures. The s ituaticn in Scandinavia at the 

close of the year was therefore satisfactory ; the 

Exchanges on Norway and Denmark were above par though 

the rate on Sweden had reacted. At the beginning of 

January 1920 the quotations were as follows -

Norway Sweden Denmark 

18. 60 

The chief headings of expenditure in 

Scandinavia ( approximate figures ) during the period 

July 1916 to October 1919 inclusive, together with the 

principal sources from which these purchases were 

financed apart from the various Loans to Which 

reference has been made, may be summarized as follows -
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In millions of Kroner 

NORWAY 

Expendi ture 

o/a 

Ministry of Munitions 30 

British 
Agency 

Purchasing 
( chiefly fish 
and oil)  

Purchase and insurance 

240 

of ships 300 

Timber and iron ore 100 

SWEDEN 

Timber 155 

Ministry of Munitions 50 

Paper Controller 20 

Russ ian Government 25 

DE1'lMARK 

Ministry of Food 60 

Transfers to Iceland 
o/a purchases of fish 35 

SCANDINAVIA 

Financed by 

Insurance premiums 

Sales of fish 

Coal shipments and 
freights 

Purchases of 
Exchange 

Wheat Commission 

Coal shipments and 
freights 

Purchases of 
Exchange 

Wheat Commissiol1 

Sales of fish 

Coal shipments and 
freights 

100 

40 

230 

230 

45 

70 

160 

50 

15 

95 
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The Exchange with Spain remained compara

tively steady until the year 1916 when a gradual 

depreciation set in so that by the close of the year 

the rate had fallen below 23. 00. The depreciation was 

further accentuated during 1917 and the position caused 

a good deal of concern. 

At the beg inning of January 1917 the 

Committee wrote to the Treasury in regard to the sur-

prise which the French Government were understood to 

have expressed that support had not been given to this 

Exchange by the British Government, with the result 

that purchases made in Spain by the French Government 

had been rendered very costly. The Committee stated 

that they regarded the observati ons of the French 

Government as so much further evidence "as to the 

"unfortunate effect upon the Exchange s  of the sterling 

" credi ts granted by H. M. Government. Even in the case 

" of credits to which the stipulation is attached that 

"' the payments to be effected thereunder must be in 

"' respect of goods purchased in this Country , and that 

" the payments must moreover be made in this Country, 

" the Exchanges are in the end of necessity adversely 

"affected either by the purchase abroad of raw material 

" or goods by this Country in connection with the 

"articles supplied to the respective Foreign Governments 

" or by purchases abroad, e ither on trade or private 

"account, effected as an outcome of the disbursements 

"here by the Governments in question" . 
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In March the Treasury asked the advice of 

the Committee regarding a proposed expenditure of 

£3, 000, 000 on the purchase of ships from Spain. The 

Committee suggested that the French Government should 

be approached with a view to the acquis ition in France 

of Spanish Securities, which were held largely there, 

such Securities to be used for sale in Spain or as 

collateral for a Loan. The Committee added that to 

provide such a sum through the medium of the Exchange 

was hardly practicable unless the payments could be 

spread over an extended period and that the s i tuation 

in America did not permit the shipment to Spain of so 

large a sum of gold. Ultimately, the proposal to 

purchase the ships was dropped. The suggested 

mob ilisation of Spanish Securities in France ( there 

were practically no such Securities held in England ) 

was also abandoned, as the volume of Securities 

which the market in Spain could absorb was f'ound to be 

negligible. 

At the end of Apri l  1917, the Treasury 

sanctioned the expenditure of' over £600, 000 upon the 

purchase of the whole of the Spanish potato crop 

available for export to the United Kingdom and the 

cost of transport to this Country. The purchases of 

Exchange to provide the currency required for this 

purpose had immediately a most adverse effect upon the 

quotation. 

In June the Committee pointed out to the 
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Treasury that the continued fall in the Exohange was 

largely due to purchases  of Exchange on Government 

account. In reply, the Treasury stated that pre-

cautions were being taken to keep purchases in Spain 

within the narrowest possible limits, and added that 

"My Lords are strongly of opinion that the time has 

"now come when the Spanish (and Swiss)  Exchanges  should 

"be the subject of regulation by the London Exchange 

"Committee on the same principles as those which the 

" Committee has applied with considerable success in 

"the case of Holland" .  The Committee answered that 

they were only able to exercise control according to 

the resources at their command ; it had not, in their 

opinion, been advisable to use gold for the support of 

the Exohange and, failing the use of gold, it was 

impossible to embark on the matter as no appreciable 

sum could be obtained by sales of Securities or by 

means of a Loan. 

In August the Treasury again urged that all 

possible steps be taken to counteract the depreciation 

of the Exchange and forwarded a proposal by Mr. Davies, 

the Manager of the Foreign Branch in London of the 

London County & Westminster Bank, Ltd. , (written from 

the Office recently opened in Madrid ) that his Bank 

should operate for the support of the Exchange ,  the 

sum of £200, 000 in gold to be sent to Spain to provide 

funds for the purpose. The Committee, after 

discussing the matter with Mr. Davies on his return to 
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London, informed the Treasury that they were confirmed 

in their opinion that to obtain an efficient oontrol 

of the Exchange would require the expenditure of a sum 

in gold greatly in exoess of £200, 000 and that they 

were not prepared to advise the Government to attempt 

support. 

Just before the close of the year Lord 

Cunliffe went to Spain as the head of a Financial 

Mission sent for the purpose or negotiating a Loan. 

After spending about a month in Madrid the Mission 

returned without achieving any suocess, chiefly owing 

to the fact that the Spanish Government insisted that 

any financial arrangement could only be  entered into 

as part of a new Commercial Agreement to supersede the 

Agreement ooncluded in the previous December. The 

Miss ion had no power to deal with the commeroial side 

and, moreover, the British Government were not pre-

pared to vary materially the existing Agreement. 

In Apri l  1918 the Committee agreed to advise 

the Treasury that an attempt should be made to give a 

measure of support to the Exchange as the calls upon the 

Gold Reserves of the United Kingdom had become less 

insistent. The Committee proposed that French Gold 

Coin should be despatched by the Bank of France, an 

equivalent amount in gold being set aside in London on 

behalf of the Bank of France. 

It was eventually agreed that France and Great 

Britain should each furnish a sum of Ptas. 50, 000, 000 
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to be used in support of the Exchange, the share to be 

provided by this CountrY be ing obtained, if possible, • 
by means of a Loan to be raised by the Rio Tinto 

Company. Fending the oonclusion of the Loan, funds 

were provided by means of gold; the gold was des-

patched from the Bank of France, Great Britain ' s  share 

being replaced by goid sent from London to Paris as 

the French "did not wish to increase the ir gold 

holdings abroad. The Rio Tinto Company obtained the 

authority of the Spanish Government to issue 6% 

Mortgage Debentures for Ptas. 50, 000, 000 rede emab le at 

3 months ' notice in a maximum of 10 years, and the 

issue was made in the autumn ; the proceeds were lent 

by the Company to the British Government against the 

security of Treasury B il ls. 

The dealings in support of the Exchange were 

placed in the hands of the Anglo-South American Bank, 

Ltd. , and were attended with considerable success, the 

Exchange quotaticn being raised from the lowest figure 

of 16. 10 in April to nearly 24. 00 in December. 

In February 1919 the Committee decided in 

consultation with the Treasury that it was unnecessary 

to continue the support of the Exchange.  The quota-

tion remained, however, fairly firm until the closing 

months of the year, when a rather sharp fall took 

place, the rate at the beginning of 1920 be ing 19. 66. 

The Loan of Ptas. 50, OOO, OOO from the Rio 

Tinto Company was still outstanding at the close of 
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the year 1919 but this was the only indebtedness in 

Spain ; in the latter months of 1920, owing to the 

firmness of the Exchange,  it became possible to buy 

suffioient pesetas at advantageous rates to provide 

for repayment and the Loan was accordingly l iquidated. 

These Exchange purchases were carried out through the 

Bank of England as the Committee was dissolved on the 

31st December 1919. 

The conne ction of the Committee with the 

transactions in Spain became rather indirect after 

the first half of the year 1918 as the Treasury con

ducted a large part of the business without reference 

to the Committee. 
• 
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SWITZERLAIm. 

It was not until December 1916 that the 

Exchange on Switzerland began to show pronounced 

weakness. A proposal made at that time by the Swiss 

Bankverein that Swiss Securities should be borrowed 

here to be used as collateral for a Loan was negatived 

by the Committee, who were much averse to the negotia

tion by the Treasury of Loans covered by the deposit 

of miscellaneous Securities as collatera l :  it was 

felt that such Loans damaged the credit of the British 

Governmen t. 

In April 1917 the Committee supported a 

suggestion that the import of luxuries from Switzerland 

should be restricted. At the same time the Committee 

advised the Treasury against the mobilisation of 

Securities for use as collateral and expressed the 

opinion that it was not worth while to attempt to raise 

money by sales of Securities as the Market was very 

limi ted. 

In July the Swiss Bankverein informed the 

Committee that there was a prospect of obtaining a Loan 

on reasonable terms, secured by British Treasury Bills. 

After considerable negotiattons the matter was abandoned, 

partly owing to the fact that the amount of the Loan 

offered was too small to be of material use and partly 

because there was a prospect of obtaining a Loan direct 

from the Swiss Government as a condition of allowing 

that Government to grant a Loan to Germany, the latter 
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SWITZERLAND 
Loan be ing stipulated for by the German Government in 

connection with the export of coal from Germany to 

Swi tzerland. 

In the same month in which the negotiations 

for the Loan were started the Treasury urged the 

Committee to undertake measures for the support of the 

Exchange; reference w i l l  be found to the matter in 

the ,section dealing with the Spanish Exchang e .  

The requirements o f  the British Treasury 

were chiefly on account of expenditure by the Ministry 

of Mun i t i ons, this b e ing partly due to the desire to 

prevent the factories in SWitzerland undertaking 

similar work for the German Government. The money 

needed in connection wit� the relief of prisoners of 

War was a further source of expenditure. 

In the autumn of 1 9 1 7  the Exchange became 

very weak and Mr. Levick of the Treasury was sept to 

Switzerland in order to further the negotiations for a 

Loan which had s o  far been unsuccessrul. Mr. Levick 

returned early in January 1918 without having achieved 

success and it was not until the fo l l owing March that 

a Loan was concluded. Arrangements were than made for 

3 months ! B i l ls for a total of Fcs. 100, OOO , OOO to be 

drawn and accepted by Barclays Bank, Lloyds Bank, the 

London City & Midland Bank and the London County & 

Westminster Bank, the B il l s  to be renewable up to a 

total period of three years. The Banks rece ived an 

indemnity from R. M. Treasury and were paid a oommission 
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of �% upon the value at Fcs. 25 to the £ of all B i l l s  

drawn o r  accepted by them. 

The Exchange did not, however, move upwards 

until September but, as w i th the other Neutral 

Exchange s ,  the rise then became rapid, the quotation 

being about 23. 00 by the end of· the year. Duxing 

1919 the Exchange rose fUrther unti l  in October the 

Committee began to purchas e  Swiss �rancs in order to 

repay the B i lls outstanding under the Agreement of 

March 1918. B e s ides purchases in LondoD, francs were 

also bought in Amsterdam and in New York. At the 

close of the year the amount of the B il l s  had been 

reduced to Fcs. 36, 000, 000 though in the process 

Exchange had fallen to about 2 1 .  10, from a quotation 

of 23. 5 6  when the Committee first started to purchase 

in the Market. 

After the year 1919, purchases were carried 

out through the Bank of England as the London Exchange 

Committee had ceased to exist. The last instalment 

of the Loan was paid off on the 20th March 1920. 
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In July 1915 the Bank ot' England were 

requested by H. M. Treasury to undertake the purchase of 

American Dollar Securities for transmission to America 

with a view to the regulation of the American rate of 

exchange, which had been moving against this Country 

since the close of the previous year. 

The necessary operations were carried out by 

the Chief Cashier ' s  Office until the formation of the 

American Dollar Securities Committee at the end of the 

year, by which time securities to the nominal amount 

of $233, 000, 000 had been purchased. The clerical 

work entailed was very considerab le, involving the 

detailed examination of all parce ls of bonds and the 

endorsement of share certificates, the preparation of 

lists of the individual numbers of the bonds and share 

certificates in each parcel, the necessary cash pay

ments therefor, and finally the packing and despatch 

of the cases of securities to Messrs . J. P. Morgan & 

Company in New York, with a separate advice of the 

contents or each case. 

The Treasury were advised when a sufficient 

quantity of securities was ready ror despatch, and 

arrangements were made ror conveyance to New York by 

cruiser or liner as opportunity served, the utmo s t  

secrecy at all times being maintained. 

The format ion of the American Dollar 
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seourities Committee and the consequent wider advertise

ment of the Treasury ' s  des ire to obtain securities for 

use in connection with the scheme for the ,improvement 

and maintenance of the American Exohange had the effect 

of' increasing the clerical work of' the Bank in this 

connection to such an extent that it became nece ssary 

to form a separate Office to deal with it. At the 

beginning of' 1916 this Office was located in a small 

portion of' the iietional Debt Office, but the accommoda-

tion was soon found to be quite inadequate. More 

commodious premises had therefore to be sought, and by 

the middle of' January the Office had been transferred to 

N0s. 3 & 4, Lothbury. 

The work performed by the Bank under the 

Commi.ttee was the same as that previously undertaken 

except that, instead of the securities being rece ived 

from the Bank 1 s Brokers, they were handed in by the 

public after contracts for sale to the Government had 

been approved by the Committe e. 

Immediately upon the establishment of the 

Office in the new premises, securities were presented in 

such volume that it became a matter cf great difficulty 

to obtain an adequate staff familiar with security work. 

It was therefore decided to approach several Banks with 

a view to borrowing trained Clerks, and in this manner 

some dozen men were obtained. 

The Strong Room aocommodation at the new 

7 1  
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premises being unsuitable 'it was neoessary to convey all 

seourities, &0. , dailY to and from the Bullion Offioe, 

morning and midnight prooessions of trucks through 

Lothbury ocourring f'or a great many months. 

On the 16th March 1916 it was decided that the 

deposit of securities on loan should commence and this 

new work required the preparation of provisional rece ipts 

which were s igned by authorised officials of the Ban� 

In May 1916 the totals of securities lodged . 

were sti_ll below the amounts required, and as a falling 

off' in the deliveries was be ing experienced a resolution 

of the House of Commons provided for an additional income 
s 

tax of 2/- in the £ on securities, to be spec if�ed, which 

were not placed at the disposal of' the Treasury e.ither by 

sale or deposit on loan. 

The effect of' the penal tax was immediatelY to 

increase largely the sales and deposits. The Office in 

Lothbury became unable to accommodate the staf'f' required 

to deal with the work and accordingly, early in June, the 

Court Room of' the Bank was placed at the ir disposal. 

Here a small staff was employed during the day in receiv-

ing the securities after examination and in preparing the 

work f'or listing and reading over by the evening staff, 

which during June and July was of' an average strength of 

90 to 100 clerks, with 20 typists. For some months 

securities to the value of' about £8, 000, 000 a week were 
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shipped t o  America. 

The shipments as far as possible were made 

twice weekly and from the spring of 1916 onwards each 

was aooompanied by a member of the staff of the Bank of 

England. On numerous occasions sailings were cancelled 

at the last minute, and it was often necessary to unpack 

such cases as contained share certificates in respect of 

which interest was shortly falling due, if the de lay in 

shipment would preclude Messrs. J. P. Morgan & Company from 

lodging them with the Companies prior to the closing of 

the books for preparation of the dividends. The certi-

ficates had then to be presented for "marking" in the 

usual manner. 

The securities were originally packed in large 

white wooden boxes, but the American public became so 

familiar with these that the very appearance of a fresh 

cons ignment was said to cause a s lump in prices on the 

New York Stook Exchange and oonsequently a decrease in 

the value of the seourities. It was decided, there-

fore, to adopt a disguise, and for a short time large 

barrels were used. This form of paoking, however, was 

found to require too much time as the securities had to 

be rolled in oylindrioal form, the unoccupied spaces in 

the barrels being filled with sawdus t and the barre ls 

then coopered. A Notary was always present throughout 

the whole process of paoking which inoluded a final 

reading of all the parce ls of securities against e ither 
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the contract notes or deposit forms. 

At one time the boxes were weighted with lead 

so that, in the event of the vessel conveying them 

being sunk, they would not float and poss ibly fall into 

enemy hands. As, however, the boxes were only about 

one quarter the size of those previously used and were 

far too heavy, this arrangement had to be abandoned. 

Eventually the original form of case was 

again employed, an attempt at disguise be ing made by 

staining with different colours. It is, however, 

doubtrul if any of thes e  expedients served the intended 

purpose, for several of the persons who accompanied the 

consignments have stated that their arrival in New York 

and the nature of their errand seemed well known to 

representatives of the American Press. 

Towards the end of July 1916 additional 

premises at 1, Bank Buildings �ere se cured to which the 

wcrk carried on in the Court Room was transferred. 

In August the deposit of securities under 

Scheme "A" ,  which provided for their acceptance on loan 

for a period of two years from the date of deposit, 

came to an end, and a new Scheme, !mown as Scheme "E" 

was introduced, by which securities were loaned to the 

Treasury for the term of five years from the 31st March 

1917· 

Under the new Scheme, all coupons payable in 

London up to and including those due for payment in 
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August 1918 were detached from the bearer securities 

deposited on loan and were handed to the c oupon depart

ment of the Office for tabulation and collection as 

they fell due. Coupons falling due after the above 

date except those payab le in America were detached by 

Messrs. J. P. Morgan & Company and forwarded to the Bank 

as they approached maturity. 

Late in 1916 the number of contracts approved 

by the Committee but under which securities had still 

to be deposited at the Bank was so great that, in view 

of the necessity for the earliest possible despatch to 

America, it was decided to approach those Bankers who 

were ready to lodge securities in large quanti ties, 

requesting them to assist by allowing their o\m staffs 

to prepare the bearer bonds for shipment. This was 

agreed to by nine of the Banks and the work was 

performed in the evenings under the supervision of 

members of the staff of the Bank of England. 

The vo lume of seourities deposited direot 

with the Bank was however still so enormous that 

additional staff during the day beoame imperative. 

Accordingly about 30 men accustomed to security work 

were borrowed from the Country Branche s of the Bank, 

and were retained until Scheme " B "  was discontinued 

on the 31st March 1918. At the same time a number of 

selected members of the staffs of various Trust 

Companies were added to the evening staff. 
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A difficult feature of the work was the 

various questions that arose from the formalities to be 

observed in America in connection with unendorsed share 

certificates and registered bonds standing in the names 

of deceased persons, and a large amount of correspond

ence was engendered by the necess ity of procuring the 

requisite documents to enable the several American 

Companies to transfer these securities into the name s 

of the Treasury ' s  Nominees. 

During the greater part of 1918 and 1919 the 

work of the Office consisted in rece iving and forward

ing to America those securities for which contracts had 

been made in good time but de livery of which had been 

delayed for various reasons, together with the 

collecticn of coupons payab le in London. Until the 

termination of hostilities the amounts due in respect 

of coupons were paid in many instances by the London 

Agents without production of the coupons themselves, 

owing to the risk of the ir transmission; in these 

cases the coupons were retained by Messrs. J . P. Morgan & 

Company until such time as it was considered safe to 

undertake shipment, and payment was made under indemn

ity from the Treasury against lists prepared by the 

Bank of England. 

The consolidation of the bonds of many 

individual owners in the hands of the Treasury was no 

doubt welcomed by the various paying Agents concerned, 
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inasmuch as the coupons were during the period of the 

scheme presented to them from one source. 

The work, with the exoeption of that con

nected with the encashment of coupons, having for the 

time being reaohed much smaller proportions the premises 

at 3 & 4, Lothbury were evacuated towards the middle of 

1918 and the start transferred to an office on the 

ground floor of the National Debt Office. Later, 

strong Room accommodation was provided on the premises ,  

thus obviating the necess ity for running trucks of 

securities to and from the Bullion Office. The staff, 

now only a small one, was occupied in clearing up ques

tions arising from previous transactions, whilst the 

work of the Coupon Department was carried on in the 

Auction Mart building mainly by Women C lerks, be ing later 

transferred to a room in the Loans Office in Lombard 

Street. 

In 1919 it was decided to commence the return 

of securities as they became available and in April of 

that year various descriptions of registered stocks were 

deal t with. The clerical work in this connection was 

undertaken by the Companies concerned, the American 

Securities Office merely be ing called upon to lodge the 

necessary certificates accompanied by a comprehensive 

transfer for the total amount of stock together with the 

Treasury ' s  indemnity to enable each Company to re transfer 

to the original owners or their successors in title. 
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The month of October 1919 saw the commence

ment of the return of about £5, 000, 000 Bearer Bonds of 

Scandinavian and Dutch Issues. These bonds had not 

been forwarded to America but had remained in the 

custody of the Bank of England. The work devolving 

upon the Office in connection with the return of these 

securities consisted of the delivery of the bonds 

against surrender of the relative Treasury Certificates 

of Deposit, and as in every case the Treasury had 

undertaken, as far as possible, to return the identical 

bonds deposited it was necessary to connect with each 

certificate the individual bonds claimed thereby. 

This process was carried on in all subsequent release 

operations and necess itated the employment of a con

siderable staff. 

Early in 1920 arrangements were made with 

Messrs. J. P. Morgan & Company for the return of securities 

as and when they could be freed from use as collateral, 

and thenceforward frequent shipments cf securities were 

made , the boxes being unaccompanied but in the charge of 

the Master of the vessel. On each occasion the Bank 

provided two Clerks to take over the cases at the port 

of arrival and bring them to London. 

In February 1920 a portion of the British 

Railway Debenture stocks was returned, the remainder 

be ing re turned in 1921. The clerical work in this 

connection was not undertaken by the Rai lway Companies, 
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there being only some 700 transfers involved. 

Details of the total amounts of sterling and 

do llar securities purchased by and lent to H . M . Treasur:Y 

are to be f,ound in the Report of the American Dol lar 

securities Committee ,  publishe� on the 4th June 1919 as 

well as full particulars of' scheme "A" and Scheme " E " . 

Many of the loaned securities were subse-

quently e ither sold to the Treasury or released in 

America under an arrangement whereby owners were 

allowed, through the ir American Agents ,  to obtairl 

deli very of the ir holdings on payment, to the Treasury 

account In New York, of the ir value at the current New 

York market price , the British owner be ing paid the 

equivalent in sterling at the rate of exchange rul ing 

on the date of the transaction*. 

The return of securities proceeded satisfac-

torily but on the 1st July 1921 there still remained 

to be sent back £35 , 5 70 , 510 sterl ing Bonds , £39 , 897, 180 

sterling Registered Stocks, �32 , 6�8, 200 Dollar Bonds 

and �5 1 , 339, 640 Dollar Share s .  

Of these £61 , 635, 919 sterling securities and 

�67, 113, 400 dollar seourities were on the 13th August 

1921 still lodged as oollateral with the United states 

* The total nominal value of the seourities re turned from 
America to depositors was as follows : -

sterling Bonds 

Dollar Sonds 
Do llar Share s  

£80 , 200, 230 
= = 1: = = = : : = = =  

:t74, 242 , 000 
199,324,758 

�2 73 , 566,  758 
= = = = = : = = "", = = =  
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Treasury and could only be released if other se curities 

equalLY satisfactory to the American Government were 

substituted. 

In connection with this and other matters the 

Governor of the Bank undertook a journey to New York and 

Washington and discussed with Officials of the United 

states Treasury the nature of the securities to be 

substituted. 

As the outcome of the se interviews, it was 

arranged that the following obligations of Colonial 

Governments should be deposited with the United states 

Treasury in time to obtain the release of the securities 

required for redelivery to the depositors under Scheme 

"B " * :  
£ s d � 

,Canada 3t,1\ Debs.  1925/8 2, 000, 000 

" 4t,1\ " 1925/45 64, 850, 351. 1 7  

New Zealand 31-% Debs. 1925/8 1 , 000, 000: -

" 5i% " 1928 9, 900, 000: 

., 4t,1\ " 1925/45 5, 616, 098 : 19 : 9 

" 5% " 1929/47 8, 600, 000: 

South Africa 5% " 1929/47 1, 500, 000: 

" 3t,1\ " 1925/8 2, 000, 000 : 

" 4t,1\ 
" 1925/45 6, 384, 000: 

Australia 4t% Debs. 1925/45 11, 500, 000: -

*Tbe American Securities Office was closed on the 30th 
June 1922 and such of the securities as had not been 
claimed by that date were taken over by the National Debt 
Office, the Bank of England staff be ing released from any 
further work in this connection. It is sati sfactory to 
be able to record that no case of a 1088 of Seourity 
ocourr�d during the who le period. 
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The Bank of England ' s  conneotion with these Loans 

was not a very direct one, but they were called upon to give 

certain guarantees , to pay some of the coupons , to ship gold 

in part repayment of the first Loan, and t o  assist in the 

conversion of certain Notes into Nati onal War B onds . For 

these and other ree,gons it i s  convenient that a brief' record 

should be made. The Loans ( excluding the 20 year Bonds 

issued i n  replacement of' No. 4 below) wer� as follows : -

,"",te Date 
Date of nter- I ssu, of 

Nature of' Loan Amount of nter- est Price �tur-
I ssue est Oates ity 

1 British portion :;!i 1915 
of' Anglo-Frenal' 250, 000, 000 Oct. 
Loan (no 001- 15th 
lat eral )  

2 Two year C o I l .  1916 
Notes 250, 000, 000 Sept. J 

3 Three year " 1916 
Notes 150, 000, 000 Nov. 1 

Five year " 1916 
Notes 150, 000, 000 Nov. 1 

4 One year " 1917 
Notes 100, 000, 000 Feb. 1 

Two year " 1917 
Notes 150, 000, 000 F eb .  1 

5 Three year C onv 1919 
Gold Notes 101, 620, 900 Nov. 1 

Ten year Conv. 1919 
Gold B onds 148, 379, 100 Nov. 1 

I 1 , 300, 000, 000 

5 

5 

5t 

5t 

5t 

5t 

5t 

5t 

5 Apl 
15 Oct 

1 Mar 
1 Sept 

1 May 
1 Nov 

1 !{lB.Y 
1 Nov 

1 Feb 
1 Aug 

1 F eb 
1 Aug 

1 Feb 
1 Aug 

1 Feb 
1 Aug 

98 1920 
pet. 15 

99 1918 
�ePt. l 

99? ��919 
QV. 1 

98t 1921 
rov. 1 

99. 5i 1918 
eb. 1 

99. 0 1919 
. eb . 1 

98 ��922 
ov. 1 

96;; 1929 

f'\ug. 1 
All 
plu, 

fnter 
est. 

All these Loans were free of British taxes to persons 

dOmiei led abroad. 
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1 .  A Spec ial Mission was sent to the United States 

to negotiate this Loan, the British Representatives being 

Lord Reading , Sir Edward Holden, Sir H .Babington Smith 

and Mr . ( later Sir Bas i l )  Blackett . The cost of' the 

Loan to the British and French Governments �as as much as 

£� : 18 : 10 per cent . per annum , and the terms were considered 

onerous . On the other hand , no co llateral seourity was 

required on this oocas i on .  The Loan was convertible at 

par up to 15th Apri l ,  1920 , into 4t% Bonds , maturing not 

earlier than the l�th October , 1930 , o� later than the 

l�th October , 1940 , but no conversions took p laoe . The 

Bank were asked to give an estimate for supplying the 

original Bonds and did so , but at the same time strongly 

advised that they should be prepared in America; the 

latter course was adopted . 

Repayment of the Loan was duly effected on the 

l�th October , 1920 , but the Frenoh share was provided for 

to the extent of �IOO ,OOO ,OOO by fresh borrowing in New 

York . Considerable amounts had been bought , prinoipally 

by Great Britain, prior to redempti on ,  and �178,OOO , OOO 

of the Bonds so purchased was . acquired for the Currenoy 

Note Account . Gold to the amount of £30 m i lli ons was 

shipped by the Bank of England , beginning in Maroh, 1920 , 

of which £22 , 200 ,000 was gold held by them in acoordance 

with "arrangements made between the British and Italian 
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"Governments on the 8th July and 19th Novembe r ,  1915 . "  

(vide also "Allies I Borrowings" Nice Agreement of 5th 

June which was ratified on 8th July , 191� ) . The Bank 

were under an obligation to return this gold on demand , 

but the Chance llor , in a letter dated the 16th March , 

1920 , undertook this responsibi lity . The remaining 

£7 , 800 ,000 gold was taken from the Bank ' s  Reserve . *  

2 .  By the Autumn of' 1916 the Uovernment had 

c o l lected a considerable amount of Amerioan and other 

securities , all borrowings between the Anglo-French 

Loan of 1911)' and the entry of America into the war in 

Apr i l , 1917 , having to be secured by the deposit of 

co llatera l . On the occasion of this Loan securities 

for 2300 ,000 ,000 "approved by J .F .Morgan & Co . "  were 

pledged with the Farmers Loan Trust 00 . ,  one-third 

being United States securities , one-third securities 

of the Canadian Government or Oanadian Pacific Rai lway 

and one -third securit ies of certain foreign governments . 

If the collateral depreciated , more was to be deposited , 

so as to keep up the margin to 20 per cent . The Loan 

was underwritten at 1% . 

Before the i s sue of the Loan the Bank entered 

into an agreement with J .P .Morgan & Co . to take a half 

interest with them in "app lying for and/or purchasing 1 

"with a view to uphold ing the market , any amount up to 

"$100 ,000 ,000 " . This operation was to be for account 

* The Bank thereupon tried without success to get the 
Chance llor to agree to a rise of 1% in the Bank Rate . 
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of the British Government. The Notes could b e  redeemed 

at 101 per cent. up to one year prior to maturity and 

thereafter at lOOt. 

3. Thes� Notes were payable at the offices of 

J. P. Morgan & Co. i n  New York, or in London in sterling 

at the fixed rate of $4. 86t to the £. They were rede.em-

able at the Government ' s  opti on at a premium of ol"!e per 

cent. for each year or part thereof' of unexpired currency_ 

They were seoured by a pledge with the Guaranty Trust 

Company of New York of seouri ti�s approved by J. P. Morgan 

& Company to the value of not less than S360, ooo, OOO, 

half of whioh had to be Ameri oan, Canadian or Newf'aundland 

s eouri ties. The margin was again 20%. 

The Bank once more gave an undertaking to 'under

"wri te and subsoribe" in such a manner as J .  P. Morgan & 

Company might " deem most effective, up to �60. 000, 000" • 

Morgans to do the same. But the Bank were not called upon 

to fulfil this or their former guarantees, and on the 6th 

January, 1917, they obtained an assuranoe that their 

obligations might be oonsidered cancelled. The Notes 

were underwritten at 1�. 

The payment of the coupons in sterling at S4.86� 

was a c ondition which was not expected to be operative 

whi l e  the American Exchange was pegged about 10 c ents 

lower, but in May. 1917. a few coupons were neverthe less 

remitted. The Treasury then asked the Bank to undertake 
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encashment of any suoh coupons and ultimately of any of the 

Notes themselves which might be presented . At the same 

time the Bank was requested to perform a simi lar service in 

respect of the one and two year Notes , dated 1st February , 

1917 . ( v ide No .4) . The Bank agreed , upon receiving an 

assuranoe that if the work involved should beoome heavy the 

Government would consider a c laim to Borne remuneration . 

( For the position as regards borrowing in Amerioa in the 

Autumn of 1916 , see Chapter XII Anglo-French Committe e ,  

October . 1916 . )  

4 .  These Notes were convertible at any time before 

maturity into twenty year 5� Bonds payable 1st February . 

1937 , and not subject to prior redemption . * Principal and 

interest were payable in London at the fixed rate of �4 . a6t 

to the £ .  They were redeemable at a premium of 1% or 2% 

respectively at the Government ' s  option , and as usual were 

secured by a p ledge ( this time with the Bankers ' Trust 

Company , New York) of securities , valued at �300 ,OOO ,OOO , 

of a nature Similar to those hypothecated for the earlier 

loans . Before the i ssue , J . P .Morgan & Company cabled 

that the Situat ion was " so uncertain" that they were doubt-

ful of prooeeding unless an agreement could once more be 

made whereby the two Institutions should undertake to 

*These Bonds were dated 1st February , lS17 , and due 1st 
February , 1937 , and the amount outstanding at end of the 
finano ial years 1919/21 was $143 .587 .000 . 
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underwrite j ointly jt150, 000, 000 if' necessary, and "also 

"to purchase in equal shares a total of' 3150, 000, 000 if' 

"necessary. " The Treasury asked the Bank to give the 

undertaking, and on the lOth January the Bank consented. 

Two or three weeks later, the Bank were released f'rom 

their guarantee. 

5. The whole of' these Notes were convertib le at 

par into Nati onal War Bonds of' the Fourth Series at the 

fixed rate of' 34. 30 ( approximat e ) ,  and when the American 

Exchange improved to about this figure conversion began to 

take place. By the 31st August, 1921, £9, 843 , 678 : 10 :  5 

National War Bonds , Fourth Seri.es,  had been oreated under 

this arrangement , by the conversion of' $42, 320, 200 Notes 

and Bonds ( on the basis of Sl, OOO to £232 : 12 :  -) .  

There was no  hypotheoation of Securities on 

this occasion, America, on entering the War on 5th April, 

1917, having waived this stipulation and in addition 

having placed credit freely at the Allies ' disposal. 

The proceeds of' this Loan were partly applied 

to take up the 5� Notes due 1st November, 1919, ( vi de 

No. 3 ). 

In May 1920 the British Government began to 

make seri ous plans for funding their demand obligations 

in Amerioa (whioh then stood at over S4, 200 millions ) and 
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the Bank were oonsulted on many pOints connected with the 

form of the Bonds , the regulations for registrat ion &0 . 

Further partioulars on this point and on the 

foregoing paragraphs may be found in C . C . P . 82 and 82a . 

In addition to these short-term borrowings the 

Treasury issued Dollar Bi lls in New York . The first 

public issue of these appears to have been on 24th August , 

1917 , whe n  Three Month Bi lls for $l�O ,000 ,OOO were offered 

at a disoount of 5 t% .  (Vide Committee of Treasury 

minutes 29 . 8 . 17 and "British Finance" p . l,)7 . )  
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.. 

Shortly after the outbreak or War it became 

necessary for most of the Allied Governments to raise 

money in England and to this end Agreements were drawn 

up to cover the issue of  Treasury Bills or Bonds by 

the Governments concerned . Details of these Agreements 

will be found under the headings of the various Govern

ments ( Chierly in C . C . O. correspondence rile 493/50 ) .  

In addition to the Governments specified, Treasury Bills 

of  the Armenian Government for £829, 634 : 9 :  3 ,  due 22nd 

July 192 1 ,  were received in payment for War Material 

purchased from the War Office , although the Bank possess 

no copy of any Agreement covering the transaction. The 

United States of America , as the chief creditor nation, 

had of course no need to borrow. No arrap�ements were 

made through the Bank of England for the supply of funds 

to the Serbian Government against Securities but the 

British Government did , in fact, advance to them certain 

amounts in the early days of the War without security; 

also, some small advances in francs were made through 

the Bank of England to the Government of Montenegro from 

March 1916 to JanUary 1918,  but without the deposit of  

security . The first bills disoounted were Russian Govern-

ment Treasury Bills in November 1914. From this time 

onwards large sums were supplied to Allied Governments by 

this method. 

The money was advanced by the Bank of England 

on behalf of H . M . Government until August 1915 when,  as a 
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result of the issue of the 4t% War Loan 1925/45, the 

Government found themselves able to begin repaying the 

Bank. A summary was accordingly made as on the evening 

of the 18th Augus t  1915 in respect of all money advanced 

by the Bank of England s ince the outbreak of War in 

connection with Government schemes for the maintenance 

of credit and for advances to Allied Powers. Under the 

latter heading the total then outstanding was £69 , 675 , 384 

and it was arranged that the Treasury should repay this 

sum ( together with other amounts advanced on account of 

Government schemes )  at the rate of £10, 000, 000 in each 

week. Interest on this total debt" known under the title 

of the "Agreed Debt"-: oeased on the 18th August,  but it 

was settled that the Bank should continue to make advanoes 

to Al�ied Governments under the Agreements until such time 

as the Treasury were in a position to make the advances 

themse 1 ves. The Bank of England received letters from 

the Treasury stating that the Lords Commissioners would, 

in due course , ask Parliament to provide for charging 

against Public Funds any loss which might be incurred 

by the Bank through the discounting of b i l ls under the 

different Agreements and, in consideration of this 

guarantee, any discount received by the Bank up to the 

18th August in excess of 1% below Bank Rate varying was 

paid to the Exchequer and after that date the discount i n  

exoess of t% below Bank Rate varying . 

The "Agreed Deb t " ,  as on the 18th August, was 

*Vide also under Chapter 11 . 
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extinguished by the middle of' october. The Treasury were 

not then ab le to repay the sums advanoed by the Bank since 

the 18th August, but in March 1916, owing to the heavy 

ingathering of taxes and to large sales of' Treasury B i l ls 

and 5% Exchequer Bonds 1920, the Treasury began to take 

over the bi lls amounting at the time to about £75, 000, 000. 

By the 8th Apri l  the whole of' the b i l ls bad been purchased 

from the Bank with the exception of' a small total of 

Russian Treasury Bills,  the balanoe of' that part of' the 

pub lic i s sue made in February 1916 which was taken up by 

the Bank of' England under the guarantee of' H .  M. Government ; 

these bills the Bank were s elling on the W�rket as oppor-

1:-uni ty offered. From thi s time the funds required on 

account of bi lls discounted on behalf of Allied Governments 

w�re advanced by the TreasulY (wi th the exception of the 

money to discount the £72, 000:000 French Treasury B i l ls 

under the Agreement made b etween the Bank of France and 

the Bank of Eng land : vide French Exohange Agreement below ) .  

The transacti ons cons equent upon the issue and 

renewal of the s eourities (which were held at the Bank of 

England) were conducted by the Bank and the correspondence 

and other work involved soon beoame c onsi derab le. In the 

f o llowing cases the securities were also printed at the 

Bank : -

French Treasury Bi lls (Pub lic I s su�s ) 
Greek " " 
Roumanian " " 
B e lgian Congo Bonds. 
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The usual procedure upon the renewal of bills 

( or bonds ) was for the Representative in London of the 

Government concerned to intimate to the Treasury his 

Government ' s  desire that this should be done. The 

Treasury would instruct the Bank to accept bills from 

the Foreign Representative to cover those maturing and 

the discount and to deliver the matured bills in exchange. 

The discount was, in practically every case , satisfied by 

means of the issue of further bills; thus the amount of 

bills outstanding was always increasing although the bills 

actually issued under any particular Agreement remained 

stationary when once the limit imposed by that Agreement 

had been reached. 

The Agreements were often very loosely worded 

and in consequence their interpretation had on occasions 

t o  be specially settled. In particular, the words "the 

conclusion of peace" and similar equivocal phrases caused 

misunderstanding. Thus under Article 4 of the Greek 

Financial Agreement of the lOth February 1918, the loan 

was repayable "a la fin de la quinzieme annee qui suivra 

la cessati,on des hosti 1 it e s "  �nd this phrase was taken 

to mean the date on which hostilities ceased under the 

Armistice. As, however, there were several Armistices. 

the last Armistice , viz. , that with Germany of November 

11th 1 9 1 8 ,  was assumed to be the date indicated. In 

the case of Portugal the termination of the Financial 

Agreement was twelve months after the conclusion of 
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Peace and this was interpreted to mean the first anni-

versary of the day, viz . , 10th January 1919 upon which 

the Treaty of Peace with Germany v�s s igned, as it was 

with Germany that Portugal was primarily at war . In 

the French, Italian and Roumanian* Agreements the 

" conclusion of Peace" was taken t o  indicate the coming 

into force of the last Treaty of Peace , name ly, that 

wi th TuTkey. The official termination of' the War was 

fixed as midnight on the 31st August - 1st September 

1921 by Order in Council of the 10th August 1921.  

*But see correspondence with Nat ional Bank of Roumania 
in the chapter on " Central Banking and Central Banks " and 
settlement on basis of 10th January 1919 in connection 
wi th the " Grain Purchases Account " .  
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BEW IAN CONGO. 

In July 1916 an Agreement was made between 

of the Chancellor of the Exchequer and the 
July 1916 

Belgian Colonial Minister for a loan of 

£3, 500, 000 to the Belgian Cong o .  The full terms of 

the advances and the arrangements made for renewal were 

embodied in a }i:emorandum which was enclosed in Treasury 

Letter (No . 18585) of the 31st July 1916 to the Bank of 

England . The terms under which the Securities were to 

be issued were exceedingly complicated, a fact which is 

the more surprising when the comparatively small  amount 

of the credit is considered. Indeed , it was Boon found 

that the Agreement , as drafted, was quite unworkable and 

i t  was therefore arranged that on the occasion of each 

advance the Treasury would agree with the Belgian Colonial 

Minister upon the nature , rate and currency of the security 

to be deposited. The advances were made against bills or 

bonds according as the money was deemed to be supplied out 

of the proceeds of British Treasury Bills or out of other 

Securi ties. The advances were made by monthly instalments 

over a period of two years and five months from August 1916, 

at the rate of £150, 000 a month for the first twelve months 

and £100, 000 a month for the remainder of the period. 

£2 , 700, 000 was eventually issued in the form of bills,  

£800, 000 in the form of bonds. The bills issued were 

subsequently converted into bonds . On the 31st August 

1921 a total of £3, 550, 300 bonds was outstanding , the 

excess be ing created by the replacement of bi lls by bonds. 
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BELGIUM. 

Although, from the confidential document s igned 

by M , Ribot, Mr. Lloyd George and M .  Bark embodying the 

decisions of the Paris Conference in 
Reconstruction 

credit of February 1915,  it appears that large 
January 1919 

sums had from t ime to time been 

advanced to the Belgian Government by the British Gcvern

ment, no Agreement was drawn up for the provision of a 

credit by the issue cf Be lgian Treasury Bills until 

January 1919 when a Memorandum of Agreement was forwarded 

to the Bank of England in Treasury Letter No. 842 of the 

7 th January . The Memorandum stated that the British 

Treasury had agreed to open a temporary credit for the 

Be lgian Government to faci litate the measures adopted by 

that Government for the restoraticn of Be lgium pending 

the receipt of compensation from the Enemy Powers . 

The advances were to be made by the discount-

ing of £9, 000, 000 Belgian Treasury Bills of three months ' 

currency at the rate of 5% per annum and the proceeds 

administered by the Be lgian Exchange Committee on behalf 

of the Be lgian Government, subject to the general approval 

of the British Treasury upon principles laid down in the 

Agreement. 

The bills were renewable until the receipt of 

Reparations enabled them to be discharged. The first 
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rece ipts accruing to the Belgian Government in respect of 

compensation or indemnity were to be applied to the liqui

dation of the bills pari passu with that of any similar 

advances received from any other of the Associated Govern

ments subject to such general principles as the Peace 

Conference might · lay down as to the disposal of the assets 

made available by the Enemy Powers . 

The total bills outstanding on the 31st August 

1921 was £9, 000, 000. 
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F'RAJ'ICE. 

Treasuxy Bills.  

On 30th Apri l  1915 an Agreement was 
Agreement of" 

30th April concluded at Boulogne whereby the British 
1915 

Government, in order to meet the requirements 

of" the French Government during the six months f"ollowing 

undertook to lend £42 , 000, 000 sterling by instalments pro

vided gold to the value of" £20 , 000, 000 were sent to London 

and sold to the Bank of" England proportionately with each 

instalment lent. The gold was received in three c ons ign-

ments between lOth May and 23rd December 1915 . 

The French thus obtained £62 , 000, 000 of" which 

£50 , 000. 000 was required for payments in the United States 

and Canada and the balance t o  meet the excess of French 

payments in the United Kingdom over British payments in 

France j the dollar sums were almost entirely supp lied by 

the Treasury against payments in sterling from the French 

Government . 

The loans were made upon the security of French 

Treasury B i l ls of twelve months ' currency which were 

discounted at the advertised British Treasury B i l l  rate 

for bills of a similar currency on the day of' disc ount, 

or (as subsequently altered) at Bank Rate , if' Treasury 

Bills were not being issued. The bills were renewab le 

until twelve months after the conclusion of Peace ; under 
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an Agreement made in Boulogne on the 22nd August 1915, 

the final maturity date was extended to not later than 

two years after the conclusion of Peace . 

The total of the bills outstanding on the 31st 

August 1921 was £30 , 200, 000. 

Only £30 , 800, 000 bills of the £42 , 000, 000 
Agreement of 
8th February 

1916 
authorised had been disc ounted by December 

and on the 8th February 1916 a fresh Agree-

ment was signed in London which provided for the discount 

of the balance under the old Agreement and in addition 

£4, 000, 000 b i l l s  a month from July to December 1916 to 

meet purchases within the United Kingdom. In order to 

satisfy requirements in North America for the three months 

Apri l  to July 1916,  the British Government undertook to 

discount further French Treasury Bills at a rate not ex-

ceeding £6 , 000, 000 a month. The details governing the 

issue of the bills were simi lar to those of the previ ous 

Agreement .. 

Gold to the valUe of £12 , 000, 000 was to be sold 

to the Bank of England, pari passu with the di scount of 

the se latter b i ) ls , in the proportion of £2 in gold for 

each £3 in b i l ls and a further £3 , 000, 000 gold was to be 

sold in place of the gold not exceeding £6 , 000,000 which, 

under an Agreement made in Paris in February 1915, it had 

been arranged that the Bank of France should advance to the 

Bank of England in certain e ventualities . 

The £15 , 000, 000 gold was received from the Bank 
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of France between the 25th February and 3rd May 1916 in 

s ix instalments. 

The total of the bills outstanding on the 31st 

August 1921 was £21 , 300, 000 . 

Under this Agreement the Chance llor of the 

Exchequer undertook to arrange facilities, so long as the 

French Exchange remained above 25 ' 50 ,  for the sale on the 

London Stock Exo4ange of Securities in French ownership 

provided that such Securities were placed on the Market 

by the Bank of France through the Bank of England and that 

the former Bank guaranteed the Securities to have been in 

French ownership since the outbreak of' War. For an 

Account of' this arrangement see the section on "Central 

Banking and Central Banks " .  

Agreement of' 
25th A1?ri l  

1916 

The Agreement made by the Bank of Eng land 

with the Bank of France was dated 25th 

April 1916. Under it the Bank of France 

made a fixed deposit of £20, 000, 000 in gold with the Bank 

of England and a credit of £60, 000, 000 was created by 

discounting French Treasury Bills for the sole purpose of 

rehabilitating the Exchange between the two countrie s ;  

the amount of' the fixed deposit of gold was increased later 

to £24 , 000, 000 and the credit to £72, 000 , 000 . 

The next Agreement was the Calais Agreement 
Agreement of' 
24th A�ust of 24th August 1916,  between the two Govern-

1916 
.ments , authorising the issue of £150, 000,000 

bi lls at a rate not exceeding such an amount as would pro-

duce £25 , 000, 000 in cash monthly during the period 15th 
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September 1916 to 15th Maroh 191 7 ;  this arrangement 

superseded as from the 15th September that part of the 

Agreement of 8th February 1916 tmder which £4, 000, 000 

b i l l s  were to be discounted each month to December 1916 

to meet purchases in the United Kingdom. 

The period covered by the Agreement was sub

sequently extended for a month and the credit increased 

by £15 , 786, 482 : 12 :  1 .  

The bills were of  twelve months I currency and 

were at first discotmted at the rate for British Treasury 

Bills of the same currency on the day of discount and 

subsequently at Bank Rate. Three years after the 

conclusion of Peace was fixed as the final date for 

repayment. 

The total of bills  outstanding on the 31st 

August 1921 was £165 , 750 , 000 . 

The French Government tmdertook to request the 

Bank of France to place at the disposal of the British 

Treasury £50, 000, 000 in gold , this su� to constitute a 

loan to be repaid by the British Government on the same 

dates as the repayment of the b i l ls discounted ;  an 

amount of £3, 319, 000 in gold had to be deposited against 

the additional credit of £15 , 786, 482 : 12 :  1. The 

Chancel lor of the Exchequer arranged that any saving of 

interest to the British Treasury due to their expenditure 

of the gold was to be utilised in the discharge of French 
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Treasury B i l ls . *  This provision brought forth a vigorous 

remonstrance from the then Governor of the Bank: Lord 

Cunliffe, who protested against a "scheme exposing our 

"Banking system to a serious risk" and against "the 

" Treasury ' s  new departure in conducting a banking business 

" itself and obtaining loans of specie from foreign banks" .  

The exact meaning of the clauses in the Agreement 

relating to the gold caused some discussionj the conclu-

sion arrived at was that the gold lent should only bear 

interest from the date when it was used and that, upon 

repayment of the bills  in legal tender money of the United 

Kingdom, the British Government should undertake to return 

to the French �53, 319, 000 in gold. 

On the 29th May 1917 a rurther Agreement 
Agreement of 

29th May was s igned covering the discount of twe lve 
1917  

months ' Treasury B i l ls to the extent of 

£14 , 000, 000 in June and the increase of this amount if it 

should prove insufficient. The total of the credit was 

also subject to reduction under certain conditions (vide 

Articles 2 & 6 ) .  The b i l ls were discounted at Bank Rate 

and were repayable not later than three years after the 

conclusion of Peace . 

On the 31st August 1921 £9, 000. 000 of these bil l S  

remained outstanding . 

"'The gold was , directly or by exchange , utilised in America 
and interest ( on al' . but such amounts as were not recovered 
from the "Laurentic " )  was credited to France and allowed as 
a set off against her debt to Great Britain. By an Agree
ment of 13th December 1919 between the British Treasury and 
the French financial de legate in London, the French Govern
ment undertook not to demand the redemption of the gold 
until the French debt was completely l iquidated 
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The Agreement of the 28th June 1 9 1 7  fol lowed 
Agreement of' 

28th June the lines of the Agreement of' the 29th May. 
1 9 1 7  

A credit of £32 , 000. 000 during the months of' 

July and August was authorised, subject to possible increase 

and also to reduction under certain conditions . 

The amount of' b i lls outstanding under this Agree

ment on the 31st August 1921 was approximately £225 , 000, 000 . 

In add i t i on to the b i l l s  ref'erred t o  in the pre-

ceding paragraphs , b i l l s  were received to provide for the 

di scount and stamps on renewal of' the b i l l s  issued under the 

various Agreements .  The total amoun t ,  of such suppl ementary 

b i l ls so issued, outstanding on the 3 1 st August 1921,  was 

£105 , 7 92 , 500, making the grand total of French B i l l s  held by 

the Treasury on that date £558 , 20 6 , 200. 

Pub l i c  Issues of French Treasury B i l l s .  

In January 1915 arrangements were made be-
I ssue of 

16th January tween the French and British Governments for 
1 9 15 

a pub l i c  i s s ue of £10,000. 000 yearling French 

Treasury B i l l s .  The b i l l s  were issued a t  a fixed disc ount 

of 5% and were drawn payab le at the Bank of England . The 

Bank agreed to subscribe for such portion of' the i s sue as was 

not applied for by the Pub l i c  and, in consideration of this 

undertaking, received a commission of 2t per m i l le, the comm i s -

s ion t o  cover expenses other than the c o s t  of' stamping the 

b i  Us . With regard to the question of a covering guarantee 

from the British Government, the Bank were informed by the 
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Treasury that no liab i l i ty attached to any pub l i c  fund of 

the United Kingdom in respect of such issues as thi s ,  ex

cept in cases in which a definite guarantee might have 

been given by the Treasury under powers conferred on them 

by statute : and that the Bank should in a l l  other cases 

look to the issuing Government for recoupment of expenses :  

remuneration for the ir services and the refUnd of any loss 

arising out of the transaction generally . At the same 

time, as it might on some future occasi on be desirable for 

reasons of pub l i c  p o l i cy for the Bank to subscribe more 

l argely to a p articular i ssue than they would be d isposed 

to do had the ir action been guided exclusively by commercial 

considerations, the Treasury assured the Bank that Parlia

ment would not fail to give recognit i on to that fact in the 

event of l o s s  to the Bank arising out of such a policy, 

provided always that the terms of the transactions had 

rece ived the approval of His Majesty ' s  Government . 

The total appl i cati ons rece ived from the Pub l i c  

amounted to £7, 572 ,000 only and the Bank therefore took 

up £2 , 428, 000. 

In order to guard against an excessive fall in 

the exchange on France suff i c ient to cause gold exports 

from England to France ( a  precaution that turned out to 

b e  needless ) ,  the Bank of England were empowered by the 

Agreement , as and when they thought fit, to present for 

payment in anticipation, at one or more time s ,  Treasury 

B i l ls of this Issue up to a nominal amount of £4, 000, 000 

102 

Bank of England Archive (M7/157)



TI-lE 8"N� OF ENQL.o.ND, ,914--1921. 

CHAPTER IV . FOREIGN EXCHANGES 

ALLIES ' BORROWINGS 

ARRANGED THROUGH BANK OF ENGLfu� .  

i n  all. If the Bank of England intended to make use of 

this facility, the Bank of France were to be informed on 

each occasion at least seven days in advance as to the 

amount of the bills which were to be presented. The 

b i lls were to be repaid in francs at a' fixed exchange of 

Fcs. 25 with deduction of the discount not earned at the 

time of presentation. 

With regard to the repayment on the 15th January 

1916 ( the 16th being a Sunday) of the bills not previously 

redeemed , the French Government undertook to provide the 

money by 4 p . m. at the latest on the 14th January 1916. 

The general terms of the Agreements for the 

succeeding issues were s imi lar to the terms of this 

Agreement. 

The b i l ls were replaced by yearling b i lls 
Issue of 

15th January issued at a fixed discount of 5!%. The 
1916 

total app lications rece ived from the Public 

on this occasion amounted to £8 , 088, 000 and the Bank there-

fore subscribed for the balance , viz . , £1, 912, 000. 

£7 , 290, 000 of the bills ( including such of 
Issue of 

15th January the Bank f s  bills as remained unsold) 
1917  

remained outstanding on the 15th January 

1 9 1 7 ,  the balance having been converted under the terms of 

the prospectus of the 4th October 1916 for the issue of 

French Government 5% Rentes . £8, 000, .000 bills due 15th 

January 1918 were issued at 6% discount for which there 

was a large over-subscription. 
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The balance of this s et of bi lls , v i z . , 
I S fl,ue of' 

15th January 
1918 

£7, 978, 000 was replaced by £8, 000, 000 

twelve months 1 bi 115 issued at 5';'% di s 

count j £22, 000 bi lls had been converted into French 4% 

Rentes under the terms of' the prospeotus , dated 26th 

November 1917. 

subscribed. 

I s sue of' 
15th January 

1919 

The issue of b i  lIs was' largely over-

In January 1919 tenders were invited for 

£8, 000, 000 yearling bi lls in replacement 

of £7, 843, 000 bills outstanding , the 

balance having been converted into 4% French Rentes 

issued in November 1918. The bi lls were allotted at an 

average rate of' discount of £4 ; 11 ;  1' 98%. In the case 

of this issue and that of' Januar:v 1 920 the Bank d i d  not 

undertake to subscribe for such portion as was not app lied, 

for by the Pub lic. The Bank made no charge for i ssuing 

the bills but the French Government paid expenses. 

Issu� of' 
15th January 

1920 

In Januar,v 1920 tenders were invited for 

£8, 000, 000 similar bi lls to replace those 

maturing. Only £1, 744, 000 bi lls were 

applied f'or and of these appli cations for £1, 240. 000 were 

accepted at an average diso ount rate of £6 : 15 :  1· 9 1 .  The 

balance of £6, 760, 000 b i l ls were paid off. In order that 

this might be done , the Bank of England had to advance the 

Frenoh Government a portion of the money., viz . , £2 , 000, 000, 

but this loan was liquidated on the 27th Januar,v. 

The bi lls for £ 1 , 240, 000 were repaid on maturity. 
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French Loans 

issued through Bank of England. 

The French Government issued four loans on the 

London Market ,  through the Bank of England, who charge d  

out o f  pocket expenses only. The first three loans were 

for unlimited amounts .  

The first and most successfUl issue was in 

November 1915 . subscriptions beip� received at the Bank 

of' England for 5% Rentes under the title -o f  "National 

Defence Loan " .  The price was £3 : 4 :  - per Fos. IOO 

nominal capital being the equivalent at the exchange of 

2 7 ' 50 of FOB. BB the price of the issue in Pari s. The 

total amount raised was Fcs . 602 , 426, 400 . This included 

French Treasury B i l l s  and 3 and 3t% Rentes accepted in 

lieu of cash payment to the extent of £637, 129 : 8 :  2 .  

The prospectus of the next loan was issued in 

October 1916 . The conditi ons o f  the loan were identical 

with "those of the previous loan though its title dropped 

the word "Defenoe " .  The price on this occasion was 

£3 : 4 :  6 per FCB. IOO capital which was the equivalent at 

the same rate of exohange of "Fos. SS· 75 ( Paris issue ) . 

Subsoript i ons were also reoeived in Dublin : including 

720 appli cations there , the total raised was 

Fcs. 450, 709, 800. The number of app l i cations in London 
, 

was about 16, 700 as compare d with nearly 26, soo in 1915. 

French Treasury Bills to the value o f  £2 , 687, 755 : 8 :  4 

were accepted in lieu of oash payment. 
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The third loan consisted o f  an issue of 4% 

Rentes made in London ( and Dublin) at the end of November 

1917 under the title of "National Defence Loan " ,  The 

price of is sue was £2 : 10 :  6 per FeB. lOO, the equivalent 

at the exchange of 2 7 . 40 of FCB . 69 . 20, the price in Paris. 

No effort was made to enoourage subscriptions to this loan 

as was done on the previous occasions , since it came into 

direct competition with the British Government National 

War Bonds. It was felt, however ,  that to exc lude it 

altogether t'rom the London N.arket would oreate a bad 

impression in view of the admission of previous issues. 

There were only 2 , 700 applications covering Fes 6 7 , 972, 900, 

Treasury Bills be ing accepted to the extent o� £10 1 , 000. 

A second issue o� 4% Rentes for Fcs . 520, 000, 000 

was made on Armistice Day 1918 , the price being £13 : 12 :  4 

per Fcs. 500, the approximate equivalent at the e.xcbange 

of 2 6  of Fcs. 70 " 80 ,  the price in Paris.  The British 

Government undertook to take up any portion of the loan 

which was not subscribed by the Public and as there were 

only 3 , 117 applications covering a total of' Fcs . 387, 40 7 , 500, 
, . 

the Treasury be came responsible ror Fcs . 132 , 592, 500. The 

issue be ing for a fixed amount, it was decided that it 

would be best to make it at one centre only and the 

services or the Bank of Ire land were therefore not re-

quired on this occasion. 

A c ons iderable number of applications for the 

various l oans came from Belgian refugees and French and 
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Be lgian residents in England, but the bulk of the funds 

was provided by the British Public.  

Arrange,ments were made t o  pay the coupons of all  

these loans at the Bank of England during the continuance 

of' the War , the rate of exchange being fixed by the Financial 

Representative of the French Government in London about 10 

days before the due date of the c oupons; holders had, of 

course, the option Of sending the ir coupons to France for 

payment .  Be ing part of the French issue , the Rentes were 

issued in a large number of denominations and the figures 

of the ir numbers on the bonds ran into hundreds of millions.  

The payment of some hundreds of thousands of coupons yearly 

involved considerable labour, the more so as care had to 

be taken to pay only those coupons which were detached from 

the English issue s .  The bulk of the coupons were not lodged 

unti l  after the publication of the agreed rate and the time 

afforded for che cking the lists was contracted accordingly. 

The Bank of England' s charge for the payment of the Bond 
s 

Coupons* was 10/-% on the sterling sums paid, This arrange-

ment was agreed to at a time when exchange was quoted at 

about 28 ' 50 and, with the fal l  in the French Exchange, the 

sums received for management bore a ratio to the work 

entirely different from that originally oontemplated. Indeed 

it be came apparent that the work was being carried on not 

only without profit but at a very heavy loss,  due partly to 

this cause and partly to the fact that expenses had large ly 

*No charge was made for the payment of Government c oupons . 
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increased since the rate of remuneration was fixed whi lst 

the work involved had proved greater than was anticipated. 

The Bank decided, however, not to re-open the matter with 

the French Government unti l the termination of the War, 

when the que stion of the continuance of the payment of 

the coupons in London would automatically arise. 
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French Exchange Agreement. 

The difficulty experienced by France in 

preventing the exohange with England from rising to a 

serious extent by reason of their unfavourab le trade 

balance led the Governor of ·the Bank of France to propose 

in March 1916 that the Bank of England should grant a 

credit based partly on gold and partly on the discount of 

French Treasury Bills, to be used for the sole purpose of 

stabilis ing the exchange . 

A preliminary Meeting took place on the 28th 

March between M. Ribot, the French Minister of Finance , 

Lord Cunliffe, Governor of the Bank of England, M. Pallain 

the Governor and two of the Regents of the Bank of France.  

£24 , 000, 000 had originally been mentioned by 

M. Pallain as the extent of the credit required, but at 

this Meet ing it appeared that , subject to the Court ' s  

approval ,  the consent of Lord Cun1iffe to a credit of 

£120, 000, 000 had been se cured ,  whi le U. Pallain pressed 

for £160 , 000, 000. Lord Cunl iffe subsequently wrote that 

the Bank of England would not consider a credit for more 

than £120 , 000, 000, which was a figure "at least ten times 

larger than any credit ever granted by any Bank to an 

Allied Government or Bank" . Mr. McKenna, at that time 

Chancellor of the Exchequer, reduced the limit however to 

£60, 000, 000. 

The Agreement was completed on the 25th April 
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The Sank of France guaranteed that no further 

credit operations would be undertaken by them in London 

during the ourrency of this Agreement except for the 

purpose of repaying the Bank of England, who were to be 

the Bank of France ' s  sole intermediaries in London. 

The Frenoh Minister of Finance also gave an 

assurance that he would not guarantee any further credit 

operations in London without the previous consent of the 

British Treasury. 

On the 11th May 1916 a Meeting took place be

tween the French Representatives and the London Exchange 

Committee , but after the pre liminary arrangements of 

procedure had been made , dealings on this side were 

carried out by the Bank of England without reference to 

the Exchange Committe e ,  who thenceforward took no part 

in these transactions . 

A serious difficulty at once arose concerning 

the negotiability of the disc ounted bills . The Bank 

of �ngland maintained that, although they did not con

template acting upcn it.! they .must possess the power to 

re-disccunt such bi lls : otherwise they would be making 

a loan without any negotiable instrument as col lateral. 

The Bank cf France , by sending b i l 1 s  for impracticably 

large amounts and by refus ing the ir endorsement " in 

b lank" had made it impossible for the Bank of England 

to exercise their option. The matter was eventually 

sett·led by the Bank of England ' s  consenting to receive 
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Bills payable to Bearer, but issued in marketab le 

denominations. 

A furthe r inconvenience arose more than once 

by reason of the non-arrival of the gold deposit in 

advance of the application to discount Treasury Bills.  

The first purchase of Exchange in London took 

place in August 1916 with a view to bringing do�m the 

rate to about 28· 12.  Fcs .  16, 500, 000 were b ought . 

Between mid-October and mid-December more than another 

Fcs . 126, OOO, OOO were purchased in order to staeilise 

the Exchange at about 2 7 ' 80 ,  In April 1917 i t  was 

arranged that the Bank of England should not further 

intervene in the Exchange Market unless specially 

instructed to do so ,  and it is understood that from 

this time forward all Exchange operations were effected 

in Paris by the Bank of France .  

The Bank had not at first sought any guarantee 

from R . M. Treasury in respect of the bills issued under 

the Agre�ment, but the Calais Agreement of the 24th 

August 1916 varied the April Agreement between the two 

Banks by substituting as the date for the termination of 

the credit a period of two years in place of six months 

after the conclusion of Peace . In these circumstanoes 

the Treasury, on the 9th September, conveyed to the Bank 

a formal guarante e .  

In November and December o f  this year the Bank 

of France urged an extension of the credit by a further 
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£12 , 000, 000. This was the period of greatest financial 

difficulty, the action of the Federal Reserve Board, 

referred to in Chapter I ,  having added considerably to 

the g eneral embarrassment of the Allies. The Bank of' 

England were unwi lling t o  extend the credit except upon 

Government guara.ntee. The Treasury at first demurred to 

this request , denying indeed the existence of a previous 

guarantee and pointing out that the profit on these trans-

actions accrued to the Bank. An undertaking , simi lar to 

that of' the 9th September, was however eventually obtained 

a�d a Supplementary Agreement concluded on the 19th January 

1917. M. Pallain then - and on the previ ous occasion -

protested against the ra,te of discount charged, but the 

Governor replied that he was sure the Bank of' France would 

realise that the Bank of England would s ooner be without 

the business , even B,t 1% over BB�k Rate .  

As regards the undertaking of the Bank of France 

that the Bank of England should be their only inter-

mediaries in London, it may be menti oned that in November 

1916 it was brought to the notice of the Bank of England 
, 

tha,t the Bank of Franc e had opened an B,ccount with Messrs. 

Samuel Montagu & C o .  early in that month. An informal 

remonstrB,nce was conveyed to the Bank of Fr8J1ce, who 

promised to close this account. 

In June 1917 the Bank of England agB.in had 

occa,sion to complain of pri vi leges accorded to Messrs. Samuel 

Montagu & Co . ,  who were then found to be arra,nging a eredi t 
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for the Paris , Lyons, Mediterranean Rai lway , secured on 

French Treasury Bills.  An explanation of the transaction 

was supp lied by M. Avenal ,  the French Financial Agent in 

London. 

No further incidents of much interest occurred 

unt i l  September 1918, when the rate of exchange having 

fallen below 2 7  and appearing likely to remain be low that 

leve l ,  the Governor wrote to point out that by Article 5 

of the original Agreement "the operation" of that Agreement 

was "now to be suspended" ,  He  suggested a reduction of 

the credit. The interpretation placed on Article 5 

was disputed by �. Pal lain, in whose view the C lause was 

held to refer only to fresh discounts and not to the 

renewal of b ills previously disc ounted. Correspondence 

on this point only served to show that the real intentions 

of each party had been completely misunderstood by the 

other at the time when the arrangement was made . In 

spite of Conferences he ld in London, in October 1918, with 

Repre sentat i ve s  of the French Treasury, and a fUrther draft 

Agreement put forward by M.  Avenol at the end of January 

1 9 19 (to  which objection was taken by the Bank of England 

on the ground that their gold would be insufficiently 

protected) , no solution of the difficulty was found. 

In March 1919 , the Bank of England learnt that 

the Chancellor of the Exchequer had entered into a fresh 

Agreement with the French Treasury. This Agreement , 

covering a further discount of French Treasury Bills by 
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R . M. Government , incidentally provided that the gold held 

by the Bank of England for the Bank of France in connection 

with the credit should be released and scld to H. M. Treasury. 

The Agreement was not put into op�raticn, but in 

December the Governor found that the Treasury were about 

to suggest to the French that the Gold Clause should take 

effect. 

The Governor thereupon pointed out that the Bank 

had been no party to the Agreement and could not consent 

to release the ir security, of which in any case the French 

Government had no right to dispose : if the Treasury 

required the gold, they should take over the credit also. 

Upon this the matter was dropped. 

Not long after the difference of' opinion respect-

ing Article 5 of the April Agreement became apuarent the 

rate had risen once more above 27 ,  and it did not again 

approach that figure in the period here dealt with. At 

the end of' August 1921 the difficulty in regard to the 

interpretation of the Clause was still unsettled. 

Returning to the period immediately subsequent 

to the Armistice, mention must be wade that a part of 

the proceeds of a French Loan issued in London about this 

time was devoted to the repayment, as on the 16th November 

1918 , of £7 , 000, 000 French Treasury Bills held by the Bank 

of England. This reduced the credit from £72, 000, 000 to 

£65 , 000, 000 and gold amounting to £2 , 334, 000 became 

re turnable. This was shipped to FI:ance in February 1919.  
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the balance of gold due under the Agreement beooming 

£.21 , 683, 948 : 15 :  _ ,  at which figure it still  stood on 

the 31st August 1921 . * 

*01' the last £4, 000 , 000 gold ( due under the Agreement of 
January 1917)  £6, 473 : 11 :  6 was not received in gold but 
was debited to the account of' the Bank of France. 
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GREECE . 

The Agreement was made with the Bank 
Agreement of' 
28th January of' England. 

1915 
The sum of £500, 000 was 

advanoed upon the security of the same 

amount of Greek Treasury Bills of' twe lve months I currency 

whioh were discounted by the Bank in the first instance 

at the rate of 5% per annum. 

The bills were renewed in January 1916,  being 

disoounted at the rate of 6�% per annum: the Greek 

Government were penalised on this occasion to the extent 

of three days ' discount as the necessary arrangements 

for renewal were not completed until after the date of 

maturity of the first issue of bills . Further renewals 

were made annually in January, the rates of discount 

being 6�% in 1917,  5t% in 1918 and 1919,  6t% in 1920 and 

7% in 1921. A fresh Agreement was signed on each occasion 

by the Governor of the Bank and the Greek Minister or 

Charge d rAffaires in office at the time of renewal.  

Under an Agreement of 10th February 1918 
.Agreement of 
10th February the British, French and United States Govern-

1918 
ments undertook to make certain advances to 

the Greek Government up to a limit of Fcs. 750, 000, 000 

inclusive of Fcs. 50, 000, 000 advanced under an arrangement 

dated the 30th November 1917.  £6 , 867 , 000 twelve months ' 

Treasury gills,  renewable for a period of 5 years after the 

cessation of hostilities, were issued as security for advances 

made by the British Government, being discounted at the rate 
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of 5% per annum. 

Of a total of £7 , 367, 000 bills £5 , 267 , 000 were 

outstanding on the 31st August 1921 ( the remaining 

£2, 100, 000 not being discounted until the 20th October 

following) . 
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ITALY. 

Und er an Agreement drawn up at Nice in 
Agreement of 

5th June 
1915 

June 1915, between the British and Ita lian 

Governments, £50, 000, 000 Ita lian Treasury 

Bi lls wer e  discounted against a deposit of £10, 000, 000 in 

go Id ; thi s go ld was not to be withdrawn unti 1 s,fter the 

repayment of the bills when it was to be retul�ed to the 

Italian Government. 

The gold was received in six inste,lroents between 

Ju ly and December 1915. 

The bi lls were of twelve months ' currency and 

were discounted in the first instance at the rate current 

on the de,te of' each operation for year ling British Treasury 

Bi lls. When the issue of twe lve months ' British Treasury 

Bi llS waS discontinued, it was arranged that Bank Rate on 

the day of the relative transaction shou ld app ly but after 

the 26th June 1920 this was 8.1tered to a fixed rate of' 5%. 

The bi lls were renewab le up to 8, period of two years after 

the c onc lusion of Peace.  

The Bank of Italy undertook to "make every effort 

"to maintain the exchange at a level not unfavourab le to 

"Great Britain , and with this object will refrain during 

"the period .. . . . from importing gold f'rom London direc t ly 

"or indirect ly". 

On 31st August 1921 the whole £50,000, 000 bills 

were sti ll outstanding . 

Agreement of' 19 Nov. 
1915 & Supplementary 
Agreements of' 15 July 
& 25 Nov. 1916 & 22 
Maroh 1917. 

By virtue of' an Agreement of 

November 1915, the Italian 

Government arranged to remit 
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additional gold up to a total of £12, 200, 000 against which 

were to be discounted £122, 000, 000 twelve month Italian 

Treasury Bi lls , the gold to be returned on repayment of 

the bi 118. The gold was delivered between January 1916 

a,nd April 1917 in 8 instalments of about £1, 600, 000 each. 

The bi lls were discounted at tbe rates mentioned 

in the case of the Nice Agreement ; they were renewable up 

to two yes,rs aft.er the conclusion of Peace after which 

date he,li' of them might be extended on the same terms flor 

a further two years and the remaining half for a period of 

four years. 

Of' the £122, 000, 000 bi lls ref'erred to, 
.Agreement of' 

15th July £65, 000, 000 were to be discounted to meet 
1916 

payments abroad, the exchange required by 

the Italian Government in New York being provided, as in 

the Case of the Russian Government, by transfers from 

H. M. Treasury Account with Messrs . J. P. Morgan & Co. , of the 

do llar equivalent of the proceeds of the discounted bi lls 

calculated at the rate of exchange of the day; whi lst 

the remaining £57, 000, 000 were to be  dis counted for the 

purpose of purchases and interest payments within the 

Uni ted Kingdom. The Italian Government , however, found 

themselves unable to make use of the whole sums placed at 

their disposal for payments within the United Kingdom and 

a Supplementary Agreement waS signed on the 15th July 

1916 containing certain modifications with reference to 

£20, 000, 000 bi lls of the £57, 000, 000 referred to above. 
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The Agreement of the 25th November 1916 
Agreement of' 
25th November 

1916 
was supplernentar,v to the two preceding 

Agreements and provided that the bals,nce 

of the credits unexpended on the 31st December 1916 should 

be carried f'orwa,rd on the same terms as regards gold and 

rate of' discount as in the origina,l Agreement. The 

British Government undertook to supplement the unexpended 

eredi ts in order to make 8, sum of' £33, 000, 000 avai lab le. 

The Agreement of the 22nd March 1917 was 
Agreement of' 

22nd March again supplementary to the three previous 
1917 

Agreements and Clause I provided that the 

bale,nee of' credits unexpended on the 31st March 1917 

Should be carried t'orwa,rd to meet existing commitments 

under those Agreements , as well 8,8 futUre corumi tments 

other than for expenditure in North America and for exchange. 

By Clause 11 , the British Treasury undertook, 

pending a further Agreement, to discount Italian Government 

'l'reasury Ei  lIs for the following purposes -

( a )  Up to £8 , 000, 000 in any one month in supplement 

of the sums avai lable under Clause I for the 

se.me purpose.  

( b )  £3, 000, 000 monthly t o  provide for the sale of 

sterling exchange by the Bank of Italy. 

( c )  To cover further payments in North America up to 

�30, oOO. 000. 

The bills issued under Clause 11 were twelve 

months ' bi lls Bnd .wer� discounted at the Bank of England 
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rate on the day of discount, but this was subsequently 

altered to a fixed rate of 5%. The b i l l s  were renewab le 

up to three years after the conclusion of Peace . 

On the 31st August 1921 £369 , 290 , 000 bills were 

outstand ing under the Agreements of November 1915 to 

March 1917  9f which £247 , 290, 000 bills were issued under 

Clause 1 1  of the Agreement of 22nd March 1917 .  

In November 1918 Mr. B onar Law offered 
Agreement of 

November the Italian Treasury a further loan of 
1918 

£50, 000, 000 during the period 1st November 

1918 to 30th June 1919 but, as the outstanding c laims of 

the British Government Departments to be thus satisfied 

exceeded the sum at first anticipated, a 
Agreement of 
18th February Supplementary Agreement was signed cn the 

1919 
18th February 1919 whi ch provided -

1 .  That the balance of the loan unexpended at the 

end of January 1919,  viz . , £21, 500, 000 should 

continue to be available. 

2 .  That a further £43, 500, 000 bills might be dis

counted making, with the amount of £21, 500, 000, 

a total of £65, 000, 000. 

The rate of discount was not stated in the Agree-

ment but the bills were discounted in the first instance at 

the Bank Rate prevailing at the time of dis count and 

subsequently at 5%. No arrangements were made in the 

Agreement as to renewal or repayment, except that the first 

receipts accruing to the Italian Government in respect of 
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compensation and indemnity from the Enemy Governments 

should be applied to the l iquidation of £30, 000, 000 of 

the bills , subject to such general principles as might 

be laid down by the Peace Conference as to the disposD,l 

of the assets made available by the Enemy Powers. 

The Agreement stated that the relative credit 

was the final instalment of' the loans to be accorded by 

the British Treasury to the Italian Government in 

consequence of the War. However, on 
Agreement of' 

8th Auguat the 8th August 1919 a fUrther Agreement 
1919 

was signed; to complete the arrangements 

made in February 1919 , the Chancellor of the Exchequer 

undertook -

1 .  to aocept Italian Treasury Bills in payment of 

the outstanding debts to British Government 

Departments on the 30th June 1919 . 

2 .  to accept unti l  30th June 1920 Italian twelve 

months ' Treasury Bills in payment of the 

discount on renewal of Italian Treasury Bills .  

3.  to disoount further bills to the extent of 

£2 , 000, 000 after the 30th June 1919 in 

addition to the b i l ls offered in the Agreement 

of the 18th February 1919 .  

No  disoount rate was mentioned in  the Agreement 

but the usual rate of 5% was charged. 

The bills outstanding on 31st August 1921 under 

the Agreements of November 1918 to August 1919 amounted 
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to £78, 070 , 000 .  

In June 1920 , the Treasury agreed to accept at 

5% discount for a further year Italian twelve months ' 

Treasury Bills in payment of the discount on renewal of 

Italian Treasury Bills and in June 1921 the arrangement 

was extended subject to termination at six months ' notice . 

The grand total of the Italian Treasury Bills 

held by the Treasury on the 31st August 1921 was 

£A97 , 360 , oOO. 
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Rehabi litation of the Exchange 

Arrangements were made on the 24th Maroh 1917 

as the outcome of discussi ons between Lord Cunliffe and 

Signor Paolo Carcano, the Italie� 1linister of the 

TreasulY. for an acoeptance credit of £5, 000, 000 to be 

opened by certain British Banks and Acoepting Houses in 

f'a,vour of six Italian Banks through the Banea d '  ltalia 

for the purpose of rehab i litating the exchange . . 

The Italian Banks drew three months ' sterling 

bi lls on approved London Banks and Accepting Houses and 

sold the drafts to the Banea d ' Italla, Rome ; the latter 

forwarded the bi lls to Messrs. Baring Brothers & Co.  Ltd. , 

for acceptance and discount, giving them instructions as 

to the disposal or the proceeds. The London BankS and 

Accepting Houses gave an undertaking to renew the bi lls 

unti l one year after the termination of the War, as 

defined by English Statute. The· Banca d ' Italia under-

took to put the London Banks in fUnds three clear days 

before the acceptances matured B�d deposited Italian 

Government Sterling Treasury B ills ( due one year after 

the termination of the War ) with the Bank of England as 

collateral security. A commission of t of 1% was paid 

by the Italian Banks through Messrs. Baring to the 

Acceptors at the time of B,cceptance. 

The six Italian Banks and the extent to which 

they were permitted to draw are given below -
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Banco di Napoli £500, 000 

Banca Commerciale Italiana 1 , 500, 000 

Credito Italiano 1 , 500, 000 

Banca Italiana di Sconto 1 , 000, 000 

Banco di Roma 250, 000 

Banca Zaccaria Pisa 250,000 

£5, 000, 000 
= "' = = = = = = = =  

A list of' the London Banks and Accepting Houses and the 

total up to which they agreed to accept bills may be found 

in C. C. O . File 192/1 . 

The acceptances outstanding on the 31st August 

1921 amounted to £3, 420, 000. 
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PORTUGAL. 

Agreement of The Agreement was made between the Bank 
January 1916 

of England and the Portuguese Government. 

The Bank undertook to discount £2, 000, 000 

Portuguese twelve months ! Treasury B i l ls at 6% per annum 
s 

with a commission of 5/- per cent. per annum, the proceeds 

of the b i l l s  to be used exclusively for meeting payments 

in the United Kingdom . 

The b i l l s  were to be renewed on the same terms 

for four further periods of twelve months each or unt i l  

the expiration of twelve months after the conclusion of 

Peace , whichever was the shorter. The b i l l s  became 

repayab le on the 9th Maroh 1921 but, as a result of 

representations made by the Portuguese Government, the 

repayment date of £1 , 500, 000 of the b i l ls was postponed 

for a year longer. The b i l ls were disoounted on this 

oooasion at 8%, 1% above the Bank Rate ruling; the 
s 

oustomary renewal oommis s i on of 5/-% was also paid. 

higher rate was charged as the renewal was a departure 

from the original Agreement and it was considered that 

This 

the time had arrived when the terms for the credit should 

be made more nearly to correspond with actual conditions; 

although the Portugue se were informed that if they could 

give an assurance that no further r�quest ror renewal 

would be made the b i l ls would be renewed at 6%. 

In November 1916 the British Government 
Agreement of 
November 1916 arranged to grant a further loan by 
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discounting Portuguese Treasury Bills in f),mounts to be 

approved. The bills were discounted at the Bank of 

England Rate ruling on the day of discount : the total 

thus approved and outstanding on the 31st August 1921 

amounted to £17, 074, 000. 

The grand total of Portuguese Treasury Bills 

held by the Treasury on the 31st August 1921 was 

£18, 574 ,000. 
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ROUMAi'IIA. 

The first Agreement established in 
Agreement of 
21st January connection with the discount of Roumanian 

1915 
Treasury Bills was between the Sank and 

the Roumanian Government . Under this Agreement Roumanian 

twelve months ' Treasury Sills were discounted to the 

extent of £5 , 000, 000 @ 5% and were renevled from year to 

year, being ultimately repayab le within one year after 

the conclusion of Peace . The rate of discount was Bank 

Rate with a minimQ� of 5%. 

On the 31st August 1915,  the Roumanian 
Agreement of 
14th October Minister wrote to the Chancellor of the 

1915 
Exchequer with a view to obtaining a 

further loan of £7, 000, 000 for the Government of Roumania 

on simi lar terms to those of the previous Agreement. The 

Chance l lor stated that he would be prepared to arrange 

for the discount of the bills through the Bank as soon as 

he learnt from the Foreign Office that the conditions 

regarding the transit of contraband of war through 

Roumania had been definitely settled, and on the 14th 

October 19l� a second Agreement was s igned for the 

discount of £7, 000, 000 b i l ls by the Bank of England; of 

this tota l ,  however,  only £5, 000, 000 bills were actually 

dealt with . The bills , which were renewable until one 

year after the conclusion of Peace , were discounted at 

Bank Rate (minimum 5%) and were replaced on the 14th 

October 1916 by a similar amount of bills due twelve 
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months later. At the same time a further Agreement was 

signed to enab le the Roumanian Government, subject to the 

approval of the TreaSUIY. to present for discount, as and 

when required, additional bills for the £2, 000, 000 by 

which the b i l ls already discounted fell short of the total 

authorised in October 1915. 

On tbe 29tb January 1917 , tbe Treasury 
Treasury Letter 

29th January notified the Bank the,t n egotis,tions were 
1917 

in progress for a further Financial Agree-

ment with the Roumanian Minister covering an amount of 

£500, 000 but that tbey did not desire tbe Bank to be a 

party to the Agreement as on previous occasions. The 

proceeds of' the discounted bi lIs were from time to time 

paid over by the Bank to foreign Banks specified by the 

Roumanian Minister for the payment of the coupons of the 

Roumanian Rentes. 

In the following March the Tree,sury 
Treasury Letter 

27th March agreed to discount, at the Bank of 
1917 

England Rate ruling on the day of 

discount with a minimum of 5%, a further £500, 000 bi lls . 

The proceeds of the bi lls were used for the payment of the 

interest on the Roumanian Rentes due in Apri l 1917 and for 

settling various accounts with the War Of'fice and the 

Ministry of Munitions. 

Agreement of 
31st Marcb 

1917 

Under an Agreement of 31st Mexcb 1917 tbe 

Treasury undertook to set up credits in 

favour of the Roumanian Government , out of' 

a sum of' £40, 000. 000 promised to the latter by the Allies, 
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by disoounting Roumanian twelve months ' Treasury Bills at 

the official rate of the Bank of England on the day of 

discount with a minimum of 5%: this rate was eventually 

f'ixed a. t 5%. 

The bills issued under this Agreement were renewed 

at maturity subject to final redemption within one year 

after the conclusion of Peace. 

The Roumanian Government were to avail themselves 

of the arrangements made by the British Government for the 

regulation of the American Exchange in regard to all pay

ments to be made in North America out of the credits and 

they further agreed not to purchase any Foreign Exchange 

except from the British Treasury or, with the ir approval 

through the Bank of' England. 

Under Clause XI of the Agreement non-interest 

bearing British Government obligations were exchanged for 

an equivalent face value of Roumanian Treasury Bills in 

order to provide cover in London for the Roumanian Note 

Issue ; the amount of the Roumanian Bi lls issued in this 

respect and outstanding on the 31st August 1921 was 

£12, 000, 000. 

The total amount of the other b i lls issued under 

this and the foregoing Agreements and outstanding on the 

same date was £2 1 , 352, 300 . 
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RUSSIA. 

In October 1914 the British Government 
Agreement of' 
30th October agreed, in oonsideration of' the ship-

1914 
ment o� £8,000, 000 in gold to London , 

to discount Russian twelve months ' Treasury Bills f'or 

£12 , 000, 000, the rate of' dis count to be that at which 

the British Government could borrow f'or the same period 

f'or their own needs. The bi lls were discounted at 4% 

and were drawn payable at Messrs. Barings . 

By this means the Russian Government had 

available in London £20 , 000, 000 of' which £8 , 000, 000 was 

to be .app lied �or the purpose o� providing Exchange f'or 

Anglo-Rus sian trade and the balance f'or paying interest 

on Russian Government Debt payab le in London and f'or 

f'inancing purchases in the United Kingdom. 

The Agreement laid down that, if' on the maturity 

of' the bills it should be impossible to consolidate the 

Debt, the Russian Government could renew the bills on the 

same terms; accordingly , on the 1st November 1915 the 

b i lls were replaced by a simi lar amount due the 31st 

October 1916, the rate of' discount being f'ixed at 5%. 

The subsequent renewal of' the bills issued 

under this Agreement and similar Agreements dated prior 

to the 2 7th Ootober 1916 was provided for by Clause VI 

of' the Agreement o� that date until one year af'ter the 

conclusion of' Peaoe . 
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On the 1st February 1915 a second 

Agreement was signed, authorising the 
Agreement of' 
1st February 

1915 
discount at 6% of £20 , 000, 000 bills due 

31st January 1916,  with the. proviso that , in the event 

of' a deposit of' gold with the Bank of' England by the 

Russian Government at any time during the currency of' 

the bills,  the rate of' discount should be diminished by 

1% per annum f'rom the date of the receipt of' the gold 

to the date of' maturity of the bills,  calculated on an 

amount of' the bi lls equal to one and a half times the 

amount of the gold. The Clause for the renewal of the 

bills at maturity , subject to the rebate mentioned, was 

in the same terms as the previous Agreement. 

An Agreement dated 29th April 1915 was 
Agreement of' 

29th April  entered into to provide f'or the liqui-
1915 

dation of' Sills of Exchange aooepted in 

London on behalf' of Russian clients and carried by means 

of' advances f'rom the Bank of' England. An issue of' 

£10, 000, 000 bills . due 1st May 1916 , was authorised at 

5%, and their renewal ,  if' neoessary . f'or a further period 

of' twelve months at the same rate.  Up to the date of' 

their maturity only £7 , 965 , 000 bills had, however, been 

discounted; these were replaced by a similar amount of' 

bills due 30th April 1917.  whilst it was also ar.ranged 

that the balance might be discounted as required. The 

ultimate total of' bills discounted was £9 , 143 , 000. 
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The Agreement of 6th July 1915 covered 
Agreement of' 

6th July 
1915 

the discount of a further £25 , 000, 000 

bills at 6% under conditions similar to 

those of the two previous Agreements. 

Agreement of 
29th July 

1915 

The Agreement of 29th July 1915 arranged 

for the issue of an additional £25 , 000, 000 

bills and for their discount at 6% "pro-

"vided always that any arrangements which might ultimately 

" be agreed upon between H . B . M . Government and the Imperial 

"Russian Goverrunent in consultation regarding future 

"advances should apply to that contract " .  The renewal 

of the b i l ls was provided for as in previous cases, subject 

to the above-mentioned Clause . 

Owing to the insistent needs of the 
London Agreement 
of 30th September RUssian Armies the British Government 

1915 
undertook. under the London Agreement 

of 30th September 1915 , to  provide the Russian Government 

in each of the twelve months Octcber 1915 to September 1916 

with credits not exceeding the monthly average of 

£25 . 000 , 000 which were to be furnished against the deposit 

of twelve months ' Russian Treasury Bills ,  the £5 ,000, 000 

b i l ls which were to be issued under a further Agreement 

made on 6th October 1915 ( see below) being included in this 

total. 

Bills to the extent of £295, 000',000 were discounted 

under the Agreement at 1% above the Bank of England Rate 

current at the time of disccunt . 
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In vi ew of the Agreement made in Boulogne on 

the 22nd August 1915 between " the British and French 

Governments that each should hold reaqy for export to 

the United States a sum of £40, 000, 000 in gold, the 

Russian Government consented, in the September ��reement, 

to " furnish the British Government with gold for the 

"same purpose, to be exported, from time to time, in the 

" same amounts as are b eing exported on account of' the 

"British and French Governments, subject to the limita-

"tion that the Russian Government shall not be called 

"upon to ship gold in excess of' £20, 000, 000 before 31st 

" March 1916 nor more than £40, 000, 000 altogether, a.nd 

" on the understanding that gold will be exported only 

"according to the needs of' the situati on, as judged by 

" the Bank of' England" .  

The Russian Government delivered gold to the 

extent of' £20, 000, 000 during the period January/July 

1916* and a fUrther £20, 000, 000+ in the following 

December: the gold was used f'or the purchase by them 

of' Br'itish Government Exchequer Bonds bearing no interest , 

paYB,b le in gold, and running for 3, 31-, 4 ,  4t and 5 years , 

in equal quantities, to be held by the Russian Government 

unti 1 maturity. 

For the purposes of the Russian Note issue, 

C lause VI of' the Agreement provided that , pending the 

successfUl consolidation of the Russian i nternal debt , 

the British Gove rnment would exchange with the Russian 

*01' which £4, 000, 000 was shipped to Japan and the balance 
to Ottawa . 

+ Shipped to Ottawa. 
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Government equivalent obl igations,  in such instalments 

as the latter Government might require to an amount not 

exceeding £200, 000, 000 altogether. On the part of the 

Russian Government these obligations were to consist of 

non-interest bearing Treasury Bcnds : on the part of the 

British Government, of fixed bock-credits, which were 

not to be drawn upon. The arrangement was not to extend 

beyond one year after the conclusion of Pea,ce , the' 

equivalent obligations being cancelled on both sides not 

late� than that date . 

By the Agreement of the 6th October 1915 
Agreement of 
6th October already referred to the i ssue of 

1915 
£5 ,000, 000 bills was authorised; they 

were discounted at 6% with the provision that any arrange-

ments regarding future advances, whic� might ultimately 

be agreed upon in consultation between H. B . M. Government 

and the Imperial Russian Government , should apply equally 

to this Agreement . 

The next Agreement ( 2 7th October 1916)  was 
Agreement of' 
2 7th October supplementary to that of the 30th September 

1916 
1915· The British Government undertook 

to provide the Russian Government with a credit of 

£25 , 000, 000 in each month from October 1916 to March 1917 

under the same conditions as those stipulated in the Sep-

tember Agreement . The bills were discounted at 6%, that 

i s  to say , 1% above the current Bank of England Rate , an 

arrangement be ing made for an extra 1% to be charged if 
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Bank Rate stood at 5% and for the rate of discount to be 

the same as Bank Rate if over that figure. 

The Russian Government undertook to ship gold 

upon request up to Et f'urtber amount of' £20, 000, 000 on the 

understanding that the British Government would not 

require the shipment before 1st January 1917 and would 

only ask for the gold in the event of the gold in the 

res erves of the Bank of England and the Currency Note 

Account taken together not exceeding £85, 000, 000. The 

res erves were considerably below this figure when the 

Agreement was made, and 'remained so. The gold was 

shipped in February 1917*. As in the case of' the Agree-

ment of' 30th September 1915, British Government Exohequer 
+ 

Bonds , payab le in gold. were to be issued in exchange 

for the gold but the b onds were not in fact ever delivered. 

The bi Ils discounted were renewab le unti l one 

year after the conclusion of Peace , the rate of discount 

in each case b eing calculated according to the principle 

by which the re,te was determined when the bi lls were 

originally discounted. The Agreement also provided for 

the renewa l ,  for the same period, of bi lls discounted 

under previous Agreements. 

In May 1917 the Russian Revolution took place. 

The Repub lican Government formed by M. Kerensky carri ed 

on the Agreements entered into with the Imperial Russian 

Government and bi lls c ontinued therefore to b e  issued and 

*£4 , 000, 000 to Japan and £16, 000, 000 to Ottawa. 
+ 

These (unlike the Bonds of the September 1915 Agreement ) 
were to carry interest "at the same rate as that at which 
Russian Government Treasury B i lls" were discounted W1der 
Clause 6 of the October 1916 Agreement . 
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renewed while the Cabinet of M. Kerensky was in power. 

However with the advent of the Soviet Government at the 

end of the year financial relations broke down completely 

and from the early part of 1918 the bills remained in the 

vaults of the Bank unpaid and unrenewed. The total held 

on behalf of the Treasury amounted to £560 , 632 , 000 on 

31st August 192 1 .  

Public Issue s .  

The first public i ssue of RUs sian Govern-
22nd February 

1915 ment Treasury B i l ls was made in February 

1915 for £10 , 000, 000 and was oversubscribed; 

the Bank were therefore not required to take up any of the 

b i l l s ,  as they had undertaken to do in case of need. 

The bills were of twelve months ' currency and 

were issued at a fixed dis count of 5%, the Bank receiving 

a commission of t% on the nominal amount of the issue , 

the costs of production, stamp duty and all other issue 

expenses being paid by the Russian Government. Brokerage 

o f' t% was allowed. 

The bills were drawn payable at the Bank and the 

Russian Government undertook to provide ·fUnds at the Bank 

of England on the 20th February 1916 at latest for the re

payment of the bills which fell due on the 21st February. 

The bills were replaced by a similar 
21st February 

1916 amount, issued at a fixed discount of 6%, 

the renewal Agreement fol lowing the same lines as the first. 
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The issue was not fully subscribed and the Bank therefore 

took up £450, 000 bills ,  in accordance with their under-

taking. The Treasury gU8,ranteed .the Bank against any 

loss they might incur in this connection , on the under-

standing that the Bank should thenceforward receive 

interest on the amount they had p�rchased at the .rate of 

t% below Bank Rate varying, the difference between that 

amount and 6f% ( representing discount, plus commission, 

plus brokerage) to accrue to H . M. Treasury. 

The bills were replaced by a third set 
28th January 

1917 dated 28th January 1917,  again under 

s imi lar condition s .  The Bank took up £1, 409, 000 bills 

and were again guaranteed against loss by the Treasury 

rece iving interest at t% below Bank Rate varying and 

paying the diffe"renoe between the amount rece i ved and 6% 

t o  the Treasury. 

Allottees had the option of tendering b i l ls due 

on the 21st February 1917 in payment for the new bills,  

discount being calculated at 5t% on the bills surrendered. 

In January 1918,  the Russian Minister of Finance 

in London informed the Bank that, owing to the disturbed 

conditions in RUssia and to the impossibility of communi-

eating with the Russian Ministry of Finance , he was not in 

a position to provide funds to meet the b i l ls for £lO, OOO, OO� 

due on the 28th of the month. 

The Chancellor of the Exchequer thereupon decided 

that, although R. M. Government had no direct responsib ility 
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to the holders , the circumstances were such that the 

Government might properly render assistance. 

Accordingly , the Bank were authorised by the 

Treasury to offer British Government 3% Exchequer Bonds 

1930 in exchange for the Russian Government Treasury 

Bills at the rate of £100 in bonds for every £100 in 

bills .  The exchap�e was effected subject t o  the express 

condition that no legal or other action �ld be taken 

by or on behalf of the holders of the bills surrendered 

in respect of their non-payment at maturity . 

The result of the offer was as follows : -

Bills .surrendered in exchange for 

3% Exchequer Bonds 1930 

Bills , previous ly held by the Bank 

under Treasury guarantee ,  repaid 

by R .M. Government 

Bills noted for non-payment by holders 

Bills of which the holders expressed 

their intention not to exchange 

for Exchequer Bonds 

Bills in respect of which holders did 

not inform the Bank of their wishes 

£8, 380, 000 

1 , 409 , 000 

206, 000 

1 , 000 

4 , 000 

£10, 000, 000 
: :"",,======= 
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------

ALLIE S '  BORROWINGS 

ARRANGED THROUGH BANK OF ENGLA1"ID . 

REHABILITATION OF THE RUSSUU� EXCHru�GE. 

As a result of negotiations between Lord Cunliffe , 

Governor of the Bank of England, and M. Bark, Russian 

Finance Minister, arrangements were made in the Autumn of 

1915 with a view to the rehabi litation of the Russian Ex-

change. 

Certain Russian Banks drew three months ' Sterling 

Bills on approved London Banks and/or Accepting Houses and 

sold the Drafts to the Banque de l ' Etat, Petrogradj the 

latter remitted the b i l ) s  to Baring Bros . &  Co. Ltd. for accept-

ance and discount instructing them as to the disposal of 

the proceeds, the bills being renewable up to one year after 

the termination of the War as defined by English Statute . 

The Banque de l ' Etat undertook to put the London Banks and 

Accepting Houses in funds three clear days before the accept-

ances matured and deposited Imperial Russian Government 

Sterling Treasury Bills ( also maturing one year after the 

termination of the War) with the Bank of England as collateral 

securi ty. The London Banks and Accepting Houses were paid 

through Messrs . Baring t of 1% Commission at the time of the 

acceptance of the drafts .  

No drafts were to  be drawn by any of the Russian 

Banks under this Agreement if the Russian Exchange fell 

below 115. Lists of the Russian Banks and of the London 
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REHABILITATION OF THE RUSSIAN EXCHANGE. 

Banks and Accepting Houses and details of the extent to 

which the latter agreed to accept drafts may be .found in 

C . C . O . File 493/127. 

The total of the credit arranged was £7. 5 15 , 000 

against which £7, 500, 000 Imperial Russian Government Ster

ling Treasury Bills were lodged at the Bank of England, the 

title of these bills being altered after the Revolution to 

"Russian Government Sterling Treasury Bills " .  The arrange-

ments worked smoothly until the downfall  of the Kerensky 

Government at the end of the year 1917 when , as a result 

of  representations whioh the Bank made to H.M. Treasury , the 

latter decided to render assistance by issuing to the 

Acceptors of the drafts 3% Exchequer Bonds 1930 up to the 

amount of the acceptances which had not been provided for 

at maturity. The acceptances taken over amounted to 

£7, 260, 000 and these were still held on behalf of H. M. 

Treasury in the vaults of the Bank of England on the 31st 

August 192 1 .  
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SUMMARY 

OF FOREIGN TREASURY B ILLS HELD O/A H . M . TREASURY 

AS ON 31ST AUGUST 1921.  

Armenian £829 , 634 : 9 :  3 

Belgian 9 , 000, 000 : -

French 558, 206, 200 : 

Greek 5 , 267 , 000 : -

Italian 497, 360 , 000 : 

Portuguese 18, 574, 000 : -

Roumanian 33, 352 , 300 : -

Russian 560, 632 , 000 : - :  -

£1, 683, 221, 134 : 9 :  3 

1 4 3  

) 

Bank of England Archive (M7/157)



THE 8"'N� p' ENQLANO. 191+-1921. 

CHAPTER IV . FOREIGN EXCHANGES 
--------. 

ALLIES ' BORROWINGS 

AR.ll.&'fGED THROUGH BA"'/]( OF ENGLAND. 

A note may be appended of the British Colonial 

issues made through the Bank of England during the period. 

Date of 
Prospectus 

26th February 
1915 

lOth October 
1919 

£11, 728 , 800 �ueensland 4t% 1920/25. 

( To provide for redemption 
4% Loan due 1915 ) 

of' 

£3, 500, 000 Sudan Government 5t% Guaranteed 

Bonds. 

( To meet expenditure on 
Irrigation and Railways) 

15th December £2 , 000 .000 �ueensland 6% 1930/40. 
1919 

(For construction of Railways 
and other Public Works ) 

26th February £2, 880, 000 Sudan Government 51% Guaranteed 
1921 

20th Apri l  
1921 

27th June 
1921 

13th December 
1921 

Bonds. 

(Irrigation and Rai lways ) 

£7, 500, 000 India 7% 1926/31. 

(Entire proceeds to be used for 
the purchase of Railway material 
in the United Kingdom) 

£5., 000, 000 New Zealand 6% 1936/5 1 .  

(£3 , OOO, OOO required for payment 
of contracts in United Kingdom, 
for the supply of rolling stock 
and material required for the 
extension of Railways and Public 
Works ) 

£10, 000, 000 India 5t% 1932 . 

(Proceeds for Indian Railway 
purpose s )  
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