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THE BANK Of ENQLAND. 1 91<1-1921. 

CHAPTER V 

GOLD AND SILVER 

" The Wars nowadays seem rather to be waged 

"w ith Gold than with Iron, and unless we Pay well, we 

" shall never be able to Punish we.l l . "  

( " Some Observations upon the B ank  of' England" 
Anon .1695 . )  
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SILVER 

THE eANK OF ENOLANO, 1 914�19Z1. 

CHAPl'ER V 

GOLD AND SILVER 

GOLD COINAGE AND WI'rHDRAWAL OF GOLD FROM CIRCULATION. 

EARMARKING, ETC . 

SUPPLY TO 'rIlE TRADE . 

IMPORT , MEllrING AND SAlE REGULATIONS . 

EXPOR'r RF.GULATIONS . 

RESTRIc'rION OF GOLD SHIPMENTS BETWEEN NEU'rRALS . 

GOLD ABROAD - (GOLD PRODUCTION P-BROAD ; GOLD SHIPPED 
ABROAD ; GOLD IlELD ABROAD ) .  

Canada . 

U . S . A .  

S .  Afri ca. 

W .Africa. 

India . 

Australia . 

New Zealand . 

Borneo . 

Brazi 1. 

Malta, Gibraltar, Malay States, Madeira . 

Sundry Gold Production Agreements . 

RUSSIAN GOLD. ESTHONIAN GOLD. 

PROFIT ON GOLD PAID TO H. M. TREASURY. 

COIN . 

BULLION . 

N .B . A tabular Statement of' the va,rious Acts , Orders in 

Counci l ,  Proclarrations 8,nd Regulations affecting Gold and 

Si Iver \Vi 1 1  be found in the pocket of the binding . 
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GOLD. 

THE BANK OF EJoIQlA,NO. 1 9 1 4-1g111. 

CHAPl'ER V 

GOLD AND SILVER 

GOLD COINAGE 

At the beg i�ning of the war there was a 

considerab le demand for gold coin, but the demand for s ilver 

was even greater, leading to the occas i onal postponement of 

orders to the Mint �or sovereigns . The withdrawal o� gold 

from circulation eventua lly made coinage unnecessary. 

The following table gives particulars of gold coin 

received from the Mint duriI"l..g the war period -

Half' 
Sovereigns Sovereigns Total 

August 1914 - March 1915 £10, 914, 000 £1, 114, 000 £12, 028, 000 

Apri l 1915 - March 1916 12, 980, 000 1 , 021 , 000 14, 001 , 000 

April 1916' - March 1917 1 , 554, 000 - 1, 554, 000 

April 1 917 - March 1918 1, 314, 000 - 1 , 314, 000 

April 1918 onwards - - -

£26 762, 000 £2 , 135 000 1£28 , 8 97 , 000 
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GOLD. 

THE aANK OF ENQLAND. 11'114-19';11. 

CHP-..Pl'ER V 

. GOLD AND SILVER. 

WITIIDRAIVAL OF GOLD C'lIN FROM CIRCULATION. 

During the War period there were three occasions 

upon which large sums of gold coin were withdrawn from 

c irculation . 

In 1915, the sum of £20, 823 , 000 was collected 

from the Bankers of the United Kingdom and, in order to 

furnish the Treasury with fUrther credit, was exported to 

United States . *  All expenses of this collection were 

borne by the Treasury . 

In the Autumn of 1915 the following appeal was 

issued by His Majesty ' s  Government -

" In view of the importance of strengthening the 

"gOld reserves of the cotrrltry f'or exchange purposes, the 

"TreastlrlJ have instructed the Post Office and all public 

"departments charged with the duty of making cash payments 

"to u�e notes instead of gold coins whenever possible. The 

"public generally are earnestly requested, in the national 

" interest I to co-operate with the Treasury in this policy 

"by ( 1 )  paying in gold to the Post Office and to the Banks ; 

" (2 )  asking for payment of cheques in notes rather than in 

"gold i ( 3 )  using notes rather than gold for payment of 

"wages and· cash disbursements generally" . 

In November 1915 it became necessary for the 

Government to appoint a Committee - London Exchange Committee ­

to advise on the subject of the Foreign. Exchanges. In 

*£18, 400, 000 only in sovereigns, the balance being French 
c oin . The Bank kept £2 , 423, 000 sovereigns because their 
stock was seriously depleted . 
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GOLD . 

THE BANK OF ENOUND. 1 9 1 4-1921. 

CHAPrER V 

GOLD A..c'ID SILVER . 

WITHDRAWAL OF GOLD COIN FROM CIRCULATION. 

order to assist the Committee in the ir operations it was 

arranged that Bankers should cease to issue gold to their 

customers, whose requirements could of course be satisfied 

by Currency Notes . 

During the fol lowing year it became evident that 

as a result of the appeal referred to and the action of the 

Bankers the public were becoming more accustomed to the use 

of paper money and more reoonciled to the absence of gold. 

There is no doubt, however, that a considerable 

amolU1t of gold coin had been hoarded, for the extra st imulus 

supplied by the War Loan Issues, and in partioular by the 

5% and 4% Loans of January 1917,  popularized by the use of 

Tanks to collect subscriptions all over the country, pro­

duced on each oocasion lU1expeotedly large reoe ipts of gold. 

In order to meet an obligati on of the London 

Exchange Cornmi ttee in connection with the loan of �50,  000, 000 

made to them by a group of United States Bankers in November 

1915 , the Clearing Bankers in June 1 9 1 7  paid to the account 

of the Treasury the sum of £10, 000, 000 in gold coin, which 

was "set aside " on behalf of the Federal Reserve Bank of 

New York . 

A fur,ther appeal to the Banks was made in a 

letter dated the 25th July 1917 from the Chancellor of the 

Exohequer.  Bankers were asked to hold the ir stocks of 

gold coin at the disposal of the Government, in view of the 
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GOll) 

THE BANI< OF EHOLAND, 191<4-19'21. 

CHAP'l'ER V 

GOll) AND SILVER 

WITHDPAWAL OF: GOll) COIN F'ROM CIRCULATION 

existing stat e or the American exchang e .  Th e Chanc el lor 

urg ed th e Banks . in th e int er ests of g eneI�l credit, to 

hand ov er their go ld by private arra ng em ent and so obv iat e 

th e necess ity for a comp ulsory or der which cou ld b e  issued 

under th e Defence of the Rea lm Regu lations . As a r esu lt 

of this appea l Bankers throughout th e country agr eed to 

hol d 90% of their go ld at the disposa l of the Tr easury. " 

On the 1st Apr i l  1919 th e export of go ld coin was 

prohibited by Order in Counc i l  end on th e same dat e, at a 

m e et ing o f  Bank ers, it was agr eed that a l l  go ld coin an d 

b u llion then h eld and th er eaft er acquired by th em ( exc ept ing 

only such go ld as might b e  imported by the Banks them s elv es ) 

shou ld b e  h e l d  at the a b solute disposa l of the rrr easUl'Y, and 

that deliv ery of' it shou ld b e  ma de to the Bank of' Eng land if 

and wh en r equir ed. + Furthermor e, they agl'eed that a l l  gold 

a lready ea,rmark ed for foreign account shou ld, if' r e  lea sed, 

be paid in to th e Bank of Eng land at onc e .  Deta ils  of' a l l 

ho lding s  of go ld w er e  to be fUr nish ed to the Ba nk onc e  a 

month a nd th e Bank er s agr eed to discourage by' every m eans in 

their pow er w ith drawa ls of go ld f'rom th e Bank of England. 

It was r ea lised that it was abso lut e ly essent ia l  

*Put a nother way , th ey r etained 1 p er mi l of their Depos its 
(Gov ernor ' s  ev idenc e b efor e Curr ency Committ ee 8. 7 . 18. ) On 

th e 25th July 1917 Londo n Sov er eigns stood at £11, 318, 000. 
In August, by arrangement wi th th e Chanc el lor , the London 
C ity & Midland Bank paid in £2 , 000, 000 in gold coin, taking 
Curr ency Notes in ex chang e .  NotWithstanding this , th e 
Londo n Sov ereigns had fa l len by th e lOth November to £6, 733, 000. 
In Dec ember about £1, 200, 000 was r ec eiv ed from C lear ing Banks, 
but at the end of th e year only £6, 801 , 000 was h e ld .  In the 
s econd ha lf of 1918 th e tota l wa s sw e lled by various IIr e 1ea ses "  
of gold coin pr ev i.ou s ly s et aside, and by the 1st Apr i l  1919 
London Sov ereigns w er e  £21 . 357 , 000. 

+Th is had b een r ecommended by th e Cunliffe Committ ee a nd by 
th e Gov er nor in h is evidenc e befor e that Comm itt ee on the 
8th July 1 9 1 8 .  (v.App endic es ) 
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GOLD 

THI!; SANK OF I!;NOLANO. 1914-1921. 

GOLD AND SI LVER 

WITlIDRAWAL OF GOLD COIN FROM CIRCULATION 

both to Bankers generally and to the whole oountry that the 

avai lable supplies of gold should be rea.dy at hand, if 

neoessary, for use centrally to meet any threatening develop­

ments in foreign exchanges , and particularly in the American 

exohange .  At the end of the year the Treasury requested 

the Bank to oollect the entire stooks of gold coin held by 

Bankers throughout the Kingdom. 

'l'he following f'igures show the amount of gold 

ooin in possession of' Bankers in December 1919 : -

Engl8J1d 

Scotland 

Wales 

£32, 607, 605 

4 , 7 12, 667 

4,42 1,094 

£41, 741, 366 

It was agreed by the Treasury that -

1 .  All expenses incurred in oonnection with the collec-

tion of this coin should be borne by His Majesty ' s  

Treasury. 

2 .  InsuI�nce should b e  effected at a rate that would 

cover any loss incurred by purchase in the market. 

3 .  In the case of coin that was more than 3 grains 

below standard weight the Bankers should be charged 

only f'or the amount by whi ch  the deficiency exceeded 

3 grains . ( I t  wes realised that by denuding the 

Bankers of their entire stocks of gold a considerable 

amount of' light weight coin might be included. ) 

In the first week of' JanualY the London Bankers 

began to pay in their gold to the Bank of England and from 

that time unti l the third week in March the coin came in 
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GOLD . 

THE B.o.NK OF E.NGLAND, 11114-1921. 

CHAFfER V 

GOLD AND S ILVER . 

WITHDRAWAL OF GOLD COIN FROM CIRCULATION .  

steadily unt i l  more than £32 , 700, 000 had been received 

from English and We lsh Bankers . 

In view of the fact that the Governor of' the 

Bank of' Ireland stated that " it would increase the 

diffIculties of the administration and . undermine the 

Bank' s  credit to collect gold now (FebruaI"'J 1920 ) " ,  it 

was decided to postpone the collection of' the Irish 

gold coin unti l  nearer the time when the Irish Bill was 

expected to be passed by Parliament , This Act*made 

provision for the payment of a 1 1  Irish Bank Notes issued 

prior to the Act at the Head Offices only of the issuing 

Banks , and was thereby likely to effect Borne economy in 

the amount of' gold reserves required. 

In Apri l  1920 gold coin amounting to £2 , 320, 000 

was received from the Northern Group of Irish Banks, i .  e . , 

Ulster Bank Ltd. , Belfast Banking Co.  Ltd . ,  and Northern 

Banking Co.  Ltd . The gold was conveyed to London under 

military escort. 

In June the Scottish Banks surrendered their 

entire holdings of gold coin , more than £4, 700. 000 be ing 

received by the Bank, while towards the end of that 

month the remainder of the Irish gold was handed over at 

Dub lin and Cork. Special precautions were taken to 

safeguard the consignments , which amounted to £2, 038 , 000 . 

From the following figures taken in comparison 

-X·Pasfled 4th August 1920. 
10 & 11 Geo .V Cap. 2 4 .  

Bank Notes ( Ire land ) Act 1920 
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GOLD . 

THE BANK OF ENGLANO. 1914-1921. 

CHAPl'ER V 

GOLD A.TD SILVER. 

WITHDRAWAL OF GOLD COL� FROM CIRCULATION .  

with those pub l ished in December 1919, viz . ,  £41 , 741 , 366 

it will be realised how complete was the Bankers ' surrender 

of their gold coin -

England 

Scotland 

Ireland 

£32, 702 , 000 

4 , 733 .000 

4,358,000 

£41 , 793 , 000 
============ 

Against this total the Scottish and Irish Banks 

received £9, 091 , 000 in Currency Notes whi le Bank of England 

Notes to the extent of £15, 850, 000 were taken by the 

English Banksj £4, 000, 000 of this total were subsequently 

returned, It is not known to what extent Currency Notes 

were taken by the English Banks . 

The entire oost of this collection of the 

Bankers ' gold coin amounted to £5, 516 : 10 :  6 representing a 

rate of about 2�d , per £100 collected, The sum represents 

expenses paid by the Bank on behalf of the Treas�J and 

does not include the cost of sea-transport from Ire land 

nor of various milita�J escorts supplie d ,  

Although the Bankers of the United Kingdom handed 

over their entire stock of gold coin, it may be of interest 

to record that by the 31st August 1921 they had accumulated 

a further £2 , 329, 000, showing a monthly gain from the 

public of over £100, 000. 
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GOLD 

THE BMIK OF ENO�"'NO. 1914-1921. 

CHAPl'ER V 

GOLD AND SILVER 

WI'rlIDRAWAL OF GOLD COIN FROM CIRCUlNrION 

From the beginning of August 1914 to the end 

of August 1921* the Bank ' s  net gain from the Home Circu­

lation was £62, 411 , 000, as follows : -

Loss Gain 

Aug. - Dec. 1914 £3 . 548m 

1915 £5. 796m 

1916 3. 463 

1917 8, 263 

1918 3, 415 

1919 2 . 943 

1920 41, 984 

Jan. - Aug. 1921 95 

£65, 959m 

Deduct 3,548 

£62, 4 1 1m 
=""""' ''' :::: ,., ;:  

*A further £2, 640, 096 was collected in 1922 and "set asi de" 
for H . M. Treasury. 
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GOLD. 

THE SANK OF EHQLANO. 1914-1\121. 

CHAPTER V 

GOLD AND S ILVER. 

EARMARKING ETC . 

From the beginning of the Vvar it appears that 

the Clearing Bankers must have been in agreement that 

n o  gold earmarked by them for the ir customers should be 

withdrawn for export, at any rate unless under conditions 

that would fully justifY such a course , 

An important instance of' earmarking was that 

of £1, 000, 000 sovereigns held by Lloyds Bank for the 

Javasche Bank, set aside in 1914 ( probably October when 

gold was also earmarked for the same Sank at the Bank of' 

England ) .  In April 1 916 this gold was the subject of' 

negotiations between the Javasche Bank and the London 

Exchange Committee. The latter consented to the ship­

ment of the gold to Hol land and of' a further £500 . 000 

provided that the remaining sterl ing balances or the Bank 

were invested in £2 , 000, 000 Treasury Bills� .  Some 

trouble was caused by the Javasche Bank ' s  claim that 

they were at liberty to earmark the £500. 000 instead of 

shipping it,  a claim which the London Exchange Committee 

would not admit (May 1916 ) .  

From this it is clear that the London Exchange 

Committee at least had made up the ir minds that the 

practice or earmarking was objectionable, but it was not 

until 20th February 1917  that we find a Clearing Bankers ' 

Resolution passed, at the instance or the Governor of 

�Vide London Exchange Committee - Dutch Exchange . 
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THE BANK OF ENQl1<NO, 1 9 1 4-1921. 

CHAPl'Ell. V 

GOLD fu'ID SILVER. 

GOLD. the Bank o f  England , * to the effect that e armarking was 

against the national interests. The Resolution stated 

incidentally that the Governor had received information 

that several attempts were at that time being made to 

arrange for such " set asides " ,  

To return to the Javasche Bank ' s  gold, a 

compromise was arranged in April 1917 whe n the Banlc was 

given the right to buy £500, 000 of unrefined gold in 
s d 

Bombay at 77/10t per ounce standard, with the option of 

its resale at the same price and of shipment to Holland 

or Java. In Apr i l  1919 the whole arrange�ent terminated 

with the repayment of the last outstanding Treasury Bills. 

The question of exporting the £1 , 000, 000 gold 

came up again in February 1921,  when the Governor was 

prepared to consider favourably a proposal to export the 

who le amount or to export part and unearrnark the balance. 

The suggestion was refused. After various other 

proposal s had been made a lice nce was granted in June 

1921 on condition that half of the sovereigns were 

shipped to Batavia, as desired by the Javasche Bank, and 

the other £500, 000 sent to New York in the form o f  bars. 

Had earmarking not been restricted the only 

advantage derived from the submarine menace , which �ade 

the export of gold almost impossible except for Govern-

ment purposes, would have been lost, since credit could 

have been raised in another country on gold e armarked 

-j(·See also Appendix :  
Governor ) before the 
1 918 . 

Sir B rien Cokayne ' s  evidence ( as 
Cunliffe Committee on the 8th July 

156 

EARMARKING ETC. 

Bank of England Archive (M7/157)



THE eANK OF ENGLAND, 1914-1921. 

CIlAPI'ER V 

GOLD &'ill SILVER . 

GOLD . here almost as easily as on gold actually exported to 

that country. 

Apart from gold received under Agreements 

with Foreign Governments, which is referred to in the 

"Allied Borrowings" section, and that held for His 

Majesty I s Treasury the Bank of' Eng land during the War 

period held gold earmarked for the following Govern-

ments and Banks : -

India Government ( Paper Currency Reserve ) 

Crown Agents - Straits Settlements 

Argentine Government 

Chilian Government 

Uruguayan Government 

National Bank of' Egypt & Egyptian Government 
Commissioners on the National Bank of' Egypt 

Federal Reserve Bank of New York 

Bank of' France 

Javasche Bank 

Netherlands Bank 

Nati.onal Bank of' Belg ium 

Bank of' Spain 

National Bank of' Switzer land 

National Bank of' Roumania 

Norges Bank 

Canadian Bank of' Commerce . 

Of these ho l dings none but that of the Federal Reserve 
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THE e"NK OF ENOLIIND, 19U-1921. 

CHAP'l'ER V 

GOLD Ai'lD SILVER. 

GOLD. Bank originated as late as the year 191 7 ;  in September 

of' that year the Bank of' England refused to "set aside " 

gold for the Peruvian Legation . In the case of' the 

Federal Reserve Bank of' New York there were special 

c ircumstances which are referred to in the chapter on 

Central Banking and Central Banks , 

The following is  taken from the Minutes of' 

the London Exchange Committe e ,  19th September 191 7 : ­

"\'li th reference to the policy adopted by the Sri tish 

"banking community of refusing to earmark gold, the 

"Committee agreed that it would be as we l l  to send a 

"telegram to Lord Reading*asking him to bring the 
"matter to the notice of the authorities in the United 

"States for their consideration ; the Committee were 

" of opinion that as the policy has proved effective 

" in helping to safeguard the Gold Reserves in this 

"country, a similar course might with advantage be 

"adopted by the Dni ted States of' America" . 

As a result of' this action it appears that Governor 

Strong instructed the Federal Reserve Bank of' New York 

not to earmark gold for foreign account without the 

approval of' the Federal Reserve Board. 

The Central Banks I holdings of' gold are 

deal t with under the chapter on Central Banking . Th�l'e 

remain two other Banks ; -

Canadian Bank of' Commerce 

Javasche Bank. 

*At that time Special Envoy to U .  S . A .  
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THE BANK OF ENOLANO, 1 9U-19�1. 

CHAPI'ER V 

GOLD AND SILVER. 

GOLD . These, with the five Government holdings ,  form 

the subject of' the following paragraphs . 

"Set Aside " of' Gold f'or the 

Government of India .  

Gold had been held for the India Paper Currency 

Reserve s ince the beginning of 1900 and also for the Gold 

Standard Reserve from November 1912 . At the outbreak of' 

War the ammmt held for the first named account was 

£6 , 100, 000 ( sovereigns) and for the Gold Standard Reserve 

£4 , 700 , 000 ( sovereigns ) .  Almost at once ( 7th August) the 

Secretary of' State withdrew £1, 000. 000 from each "set 

aside" for the credit of' his Cash Account , The Bank also 

obtained permission to borrow from the Paper Currency 

Reserve £3 , 000, 000 ( sovereigns) lodging United States coin 

in exchange in order that the Mint might be re lieved from 

the coinage of gold and permitted to concentrate on the 

s i lver coinage for which there was a large demand , The 

sovereigns were, however ,  replaced on the 9th September 

although the Gold Standard Reserve was further reduced be­

tween October and the end of 1914 by over £2 , 000, 000 and 

again in January 1915 by £400, 000, while the Paper 

Currency Reserve was depleted in July 1915 by £1, 000. 000 , 

The latter now stood at £4, 100, 000 and the Gold Standard 

Account at £1, 250, 000 . 

On the 3rd January 1916 the India Paper Currency 
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THE BM<lK OF ENGLAND, 19,.-,921. 

CHI Pl'ER V 

GOLD AND SILVER . 

GOLD. Reserve was increased by the earmarking of a further 

£1, 000, 000 On this occasion the Deputy Governor (the 

present Lord C u l l e n )  put his views very :fully before 

Mr. Chamberlain, then Secretary of State for India ; they 

may be summarised as follows ; -

I .  The Bank were averse from the policy of earmarking 

and even wished to obtain an as surance that the 

million in question might again be released i f  

require d .  The y pointed out that it was i n  the 

best interests of the Empire as a whole to augment 

the central Gold Reserve of the Empire rather than 

scatter the gold resources, the Bank' s figures 

being looked on as an index of the Empire ' s  

abili ty to pay. 

2 .  The Bank considered Treasury Bills would serve the 

purpose just as well as gol d ,  

3 . The Gold Reserve seemed unduly large in the circum­

stances and extravagant in that it yielded no 

interest. 

4 .  So long as England maintained a free market for 

gold ( which India could assist by offering to 

release gold when required) any balances held in 

England were the equivalent of gold, while if 

England had to abandon gold payments it would be 

a greater blow to India and the whole Empire than 

the inconvenience caused by yielding to the Bank's 

views. 
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GOLD . 

THE BANK OF ENOLMIO, 1914-19'21. 

CW.Pl'ER V 

GOLD Ju'ID SILVER. 

While the Deputy Governor ' s  representations 

were ful ly appreciated , no hope of' un-earmarking more 

than the single million was held out and Mr .  Chamberlain 

pointed out that Indian opinion would resent a 

differentiation being made between the Rupee Note and 

the Currency Note as regards gold backing ( with other 

considerations contained in a letter of 24th W�rch 

1 9 1 7  vide C . C. P. 7 1a 188) . 

In spite of the reluctance of the Bank to 

earmark fUrther gold, another million and a half was 

added to the Paper Currency Reserve apparently without 

protest in the Spring of 1916,  while £1, 350, 000, the 

balance of the Gol d  Standard Reserve was also trans-

ferred thereto at this period. 

At the end of 1916 the Governor suggested 

that the Indian Government should purchase for the 

Paper Currency Reserve in India a part of  the raw gold 

then held by them on the Bank ' s  beha l f, payment to be 

made in London to the Bank in sovereigns taken from 

the Currency Reserve here . This suggestion was 

welcomed and between January and the end o f  April 1 9 1 7  
s d 

the Bank sold, @ 77/9 per oz . std . ,  £4 , 500, 000, This 

included some of the gold which had been brought to 

Bombay from South Africa. The arrangement was con-

sidered advantageous to both partie s .  

The Government of India were in need of gold 

for the foll owing reasons . 
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THE BA�K OF E'IGLAND. 1914-1921. 

GOLD Ai'lD SILVER. 

GOLD . Since November 1915 the demand for rupees in India had 

been so great that in spite of large coinage operations 

i t  was feared that Currency Notes might have to be made 

inconvertibJ e .  The chief causes of the exceptional 

demand for rupees were ( s )  the lU1usua l ly large excess 

of exports on private account over imports , causing an 

exceptional flow of metallic money to up-country 

districts producing for export : ( b )  the importation of 

s overeigns had ceased and from the begirming of the War 

the issue of sovereigns to the public from the raper 

Currency Reserve had been suspended;  ( 0 )  very large ex­

penditure was be ing incurred by the Government for the 

supply of Imperial needs , including Mesopotamia and East 

Africa. 

One of the measures taken to counteract the 

demand for rupees was to put into circulation sovereigns 

in the Paper Currenoy Reserve in India ( then amounting 

to £8 , 36 7 , 000 ) and it was felt that it might be necessary 

to send to India the fUrther £7 , 950, 000 sovereigns held 

at the Bank of England . 

In February 1917 Lord Cunliffe again urged 

that India should take up Treasury Bills in exchange for 

a portion of the Paper Currency Account P s gold and Mr . 

Chamberlain promised to o onvert as much as possible into 

this security . While the Government of India appear to 

have subsequently included Treasury Bills in their 
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THE BANk OF EHOI. ... HD, 191<4-1Ul. 

CHAPI'EH. V 

GOLD Ai'lD SILVER. 

GOLD. investments , these were not directly obtained with the 

gold here , for it  was shortly afterwards arranged ( end 

of  Apri l 1917)  that £3 , 000, 000, the bulk of the remainder 

EAllMARKING ETC . 

of the gold, should be exchanged for Treasury sovereigns 

which were shipped to India from Australia and New 

Zealand . The balance was accounted for by the transfer 

to the Treasury in April and July 1918, under an arrange­

ment made between the two Governments, of £367 , 609, and 

by a final exchange with Bombay of £82 , 391 on the 28th 

April 1919 . 

The Bank ' s  charge for keeping these "set asides" 
1 

was 32% per annum. 

The Crown Agents for the Colonies, 
Straits Settlements Note Guarantee Fund -
______________ �G�odJld Portion . 

Gold was first earmarked for this account on the 

1st December 1 90 9 ,  the sovereigns being said to represent 

one-half of the gold deposited with the Crown Agents against 

Notes in Circulation in Singapore , The Bank ' s  fee for 
1 

custody was 32% , At the outbreak of War the total amount 

held was £552 , 685 . A further £50, 000 was set aside in 

August 1914.  In June and July 1 915 about £100, 000 was 

released , after which twe l ve further earmarkings took place 

in August ,  September and November which raised the total to 

£810 , 830. On the 22nd November 1915 £37, 500 was withdrawn ; 

the balance of £773 , 330 remained unchanged at the 31st 

August 192 1 .  

Bank of England Archive (M7/157)



GOLD. 

164 

THE BANK OF EHOLANO, 1914-1921. 

CHAPI'ER V 

GOLD A.� S ILVER. 

The Bank do not appear to have expressed any EA.R.MARKING ETC. 

objection to setting aside sovereigns for the Crown 

Agents during the \'Jar or to have asked for the release 

o f' any part of' the Fund .. 

Gold Set Aside cia Argentine Legation . 

In order to faci litate the resumption of' 

transactions between Great Sri tain and Argentine which 

Qroke down owing to the collapse of the exchange , the 

Argentine Legationsabroad were authorised by Congress 

to receive deposits of gold on behalf of the Caja de 

Conversion at Buenos Ayres ,  the amounts so tendered to 

be advised by cable to the Ministry of Finanoe ,  who 

issued a certificate against '.vhich the Banco de la 

Nacion Argentina del ivered currency . 

At the request of the Argentine Legation in 

London, the Bank of England undertook to set aside gold 

as desired, against credits received for the account, at 

a charge of t% per annum on the gold held.  The first 

instalment was set. aside in September 1914 and by },l.ay 

1915 the amount had risen to nearly £11 , 000, 000. 

At this date the Argentine Government announced 

the ir intention of transferring the gold to Buenos Ayres 

and a few shipments were made . In March 1916, . however, 

the total gold had increased to £13 , 3 ?fj, 100 ( maximum) and 

the Argentine Legation was informed that the sovereigns 

must be removed within three months or that the Bank 
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GOLD . woul d raise their charges to such an extent as to render 

removal imperative . The reply received was that, owing 

to shipping difficulties , removal 'Nas impossible in the 

t ime . It was then proposed that half the sovereigns 

should remain at the Bank provided that the other half 

were exchanged for raw gold held in South Africa, To 

this suggestion also difficulties were raised. 

By the end of June 1916 ,  however, the amount 

had been reduced by shipments to £9 , 834 , 000 and by the 

31st December to £8 , 1 74 , 100.  Further withdrawals were 

regularly made , the total on 1st August 1917  being 

£6, 704, 100. By the 30th June 1918 only £1, 304, 100 re­

mained,  whi le by the 31st August the total had been 

reduced to £254, 100 , at whi ch figure it still  stood on 

31st August 192 1 .  

The gross total of sovereigns set aside for 

this account during the War amm.mted to £14 , 640, 100 . 

Gold Set Aside 

o/a Argentine Legation in Paris. 

In February 1917 the Argentine Government 

requested the Bank to transfer £500, 000 in gold to their 

Legation at Madrid . Owing, however, to the difficulties 

of transport and insurance the Bank suggested that they 

should deliver the gold to the Bank of France, who would 

in turn del iver it to �Adrid , It was eventually decided 

1 6 5  

EARMARKING E'rC .  
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GOLD . to hold the gold in London at the disposal of the Argentine �.ARMM?KING ETC. 

Minister in Paris and £500, 000 was accordingly transferred 

from the gold set aside for the London Legation and he ld to 

the order of the Paris Legation until August 1918, when it 

was retransf'erred to the London account . 

Chilian Government . 

The Chi lian Government possessed in London certain 

conversion funds amounting to some £4� millions which in 

January 1917  were deposited with N . M. Rothschild & Sons and 

the London Joint City & Midland Bank. Owing to the desire 

of' the Chilian Government for gold there was Borne danger 

that these funds would be withdrawn from England . An Agree-

ment was however secured with the Chi lian Legation whereby 

the Bank of' England received the :funds , undertook to a l l ow 

interest at 5% upon them, to ship at once £300, 000 of' gold 

to Chili , and upon expiration of' the Agreement (which in the 

first instance was f'or s i x  months ) to repay the deposits at 

the option of' the Chilian Government in sovereigns or bar 

gold . 

At the renewals of' this arrangement, the Chilians 

sometimes asked f'or and received some gold, obtaining in this 
• manner about £1, 448,000 ; but no gold was set aside here 

until 4th May 1920 when the total then standing to the credit 

of' the Conversion Funds account, viz . ,  £3 , 612 , 708 : 11 : - ,  was 

divided into two sums of' £2 , 000, 000 and £1 , 612, 708 : 1 1 :  - and 

• From Japan 
New Zealand 
Australia 

£307, 860  
877 , 447 
263,000 

f!L±'!�' 3Ql ------ -""'- --
Part1cule.l'S of' the six shipments involved are given in the "Gold 
Abroad" under the headil'.gs  Canada , New Zealand and Australia.  
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GOLD . held in gold on two acoounts designated "A" and "B"  

respectively . In accordance with the original under-

standing the £2 , 000, 000 was at once released to Chili 

and shipped thither between May 1920 and January 1921, 

thus closing the "A" account . It was agreed that the 

gold hel d  on the "B" account should not be removed at 

that time , and its amount remained unchanged on the 

31st August 192 1 .  

"A" 

The Bank ' s  charge for the custody or both 

and "8" aCcoW1ts was 1.% but it was understood that 8 
the charge would not arise in conneotion with the " 8 "  

account so  l ong as the gold remainen earmarked .  

Gold Set Aside 

cia Uruguayan Government . 

In February 1918 the Uruguayan Government 

undertook to advance to His Majesty ' s  Government a sum 

o f  not more than 15 , 000, 000 Uruguayan gold pesos, for 

the purchase of Uruguayan produce , the principal to  be 

guaranteed by the deposit of Uruguayan bonds and to be 

repaid not later than 24 months from the 2nd February 

1918,  the date of the legislative sanction , 

By a subsequent law passed by the Uruguayan 

Government the credit was increased to 20, 000, 000 pesos 

wi th the addition that when this amount was exhausted a 

new credit of 10, 000, 000 pesos should be opened . 
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steps were imme diately taken by H i s  W.ajesty I s 

Treasury to secure the compulsory deposit of the requisite 

Uruguayan securiti e s ,  but in the meantime the Uruguayan 

Government agreed to a temporary deposit of gold as 

c o l lateral .  

F..ARMARKING ETC. 

Accordingly, on the 2nd March 1 9 1 8  the Treasury 

requested that, from the gold held at the Bank o f  Eng l and 

for H i s  Majesty ' s  Government , £l , OOO, QOO should be held 

to the order of the Uruguayan Government. This sum was 

ac cordingly set aside and so held until the fol lowing June 

when the gold was re transferred to His Maje sty ' s  Treasury, 

In the fol lowing September, however, it was again found 

necessary to emp l oy gold as security and a sum of 

£1 , 000, 000 was set aside , which remained s o  emp l oyed unti l  

July 1920 , when , partial repayment of the credit having 

been effected, the gold was once more released. 

Java Bank. 

As mentioned above , the Bank of England con­

sented to set aside sovereigns on behalf of this Bank in 

October 1914. The matter was arranged through the Hongkong 

and Shanghai Bank and reluctance on the part of the Bank 

of England was shown , it being pOinted out that such a 

course was not desirable in the pub l i c  interest and that 

the amount should therefore be kept within a s  narrow limits 

as possib le .  
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The charge made was � per annum. At first EARMARKING E'fC . 

£500 . 000 was earmarked ;  this was released on the 2 7th 

January 1915 . On the 31st of' the fol lowing N�rch another 

£350 , 000 was set aside, but this was kept unti l  the 13th 

April only. 

Canadian Bank of Commeroe. 

The first occasion upon which sovereigns appear 

to have been set aside for this Bank was on the 28th 

November 1912 and from that time until the end of February 

1914 transactions of this nature took place from time to 

time. Nothing was so held at the outbreak of the War but 

on the 2 7th August £500 . 000 was set aside and thereafter 

frequent movements in and out, sometimes as many as ten in 

a month, took place until the end of March 1917 after which 

date operations ceased. During the \'!ar period the maximum 

amount held was £1 , 275 , 000. �o charge appears to have 

been made until 1915,  from the beginning of whi ch �% per 

annum was paid until May 1916.  Upon the balance being 

wi thdrawn in that month and a fresh deposit made a few weeks 

later, it was agreed that the Bank should make no charge for 

their services, but that the Canadian Bank should accept all  

risks in connection with hostile aircraft . Earmarking was 

however less active henceforward and , as before stated , 

ceased in the fol lowing MarCh . 

It may here be mentioned that in July and August" 
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GOLD. 1915 the Canadian Bank also purchased from the Bank of 

England ' s  stock of gold at Ottawa some £800, 000 of' gold 
s d 

at the price of  79/2 per ounce , 

Gold earmarked for the Canadian Bank of 

Commerce was understood to form part of their general 

gold reserve, the balance being held in Canada. 

Gold Set Aside 

ola His Majesty' s Treasury. 

Prior to  the year 1917  no  gold was earmarked 

dur:Lng the War on behalf of His Majesty ' s  Treasury. 

During that year and the two succeeding years upwards of 

£3, 300, 000 in sovereigns were set aside and subsequently 

released to meet various foreign obligations . 

It was not, however, u!1til  the year 1920 that 

the Treasury, in order to provide for certain of the 

Government ' s  fore ign commitments, maintained a constant 

"secret reserve " of gold. The following figures give 

the transactions prior to the 31st August 1921 and, with 

the exception of- the gold salved from S.  S .  "Laurenti c " ,  

many of' these have been dealt with elsewhere in this 

history. 

The s .  s .  "Laurentic" was either torpedoed or 

mined on the night of' the 25th January 1917 af'ter leaving 

Lough Swi lly . On board was bar gold weighing 

1 , 285 , 226 ' 413 std . ounces,  about £5 , 000, 000 sterling . 

1 7 0  

EARMARKING FJTC. 
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GOLD. whi ch had been shipped from France . Al though the £ARMARKING ETC. 

" Laurenti c "  was sunk in about 20 fathoms of water it was 

possible to salve during that year 492 bars amounting to 

£836 , 358 : 8 : 10 .  These bars were not set aside a/a His 

Maje sty ' s  Treasury but were he ld ready for export and 

subsequently formed part of a Scandinavian shipment in 

1918 ,  while a further consignment of 315 bars,  amounting 

to £484 , 20 9 :  2 : 10 ,  which were salved in 1919,  was 

purchased by the Bank. The small amount of 3 , 022 ' 923 

std , QZB.  shown below was recovered during 1920 but up to 

the 3 1 st August -no gold had been recovered during the 

year 1 921 . '  

1917 1918 
27  June/ 1 7  July 

7 Sept. 1918 

30 Nov. " 

18 Dec . " 

22 Mar. 1919 

Sovereigns .  

Exchanged \Vi th Indi8Jl 
Paper Currency Reserve for 
sovereigns shipped to India 
from Australia and New 
Zealand (vide "set aside" 
of gold for the Government 
of India) 

"Set aside" o/a Uruguayan 
Government ( vide section 
under this title ) 

Exchanged for bar gold and 
shipped to Stockholm (vide 
"London Exchange Corrnni ttee") 

Purchased by the Bank 

Exchanged for bar gold and 
shipped to Christiania 
(vide "London Exchange 
Committee " ) 

£1 , 000, 000 

£161 , 378 

£750 . 000 

£1, 456 , 23 1  
=="""= == = = = = =  

*Nearly all  the balance of the shipment was recovered later 
in 1921 and in subsequent years . 
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1 June 1920 

6 July " 

8 July " 

19  Mar . " 

29  Mar .  " 

8 April " 

4 May " 

7 July " 

8 July " 

24 Aug. " 
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Sovereigns . 

Received from Scottish 
Bankers ( vide "\Vi th­
drawal of' gold coin 
from circulation" ) and 
sold to the Bank 

Received from Uruguayan 
Government 

Exchanged for bar gold 

Bar Gold . 

Transferred from Bank of 
Italy Deposit Account 

Shipped to New York in 
part repayment of Anglo­
French Loan due 15th 
October 1920 

In e xchange for £2 , 320, 000 
s overeigns received from 
Irish Bankers (vide "1.'li th­
drawal of g o ld coin !'rom 
circulation " )  

Set aside o/a Chilian 
Government 

Sold to the Bank 

Received from Bank in 
exohange for sovere igns 
(vide supra) 

Shipped to New York in 
anticipation of gold from 
Esthonia (vide "Gold a/a 
Esthonian Government " )  

EARMARKING ETC. 

£1 , 925 , 013 

£1, 000, 000 

£1, 000, 000 
= = = = = = = e "' =  

Std . Ozs . 
5 ,  710, 740 ' 702 

565, 008 ' 026 

5 , 145 , 732· 676 

595,82 6 · 646 

5 , 741 , 559 ' 322 

927, 822 ' 421 

643,086 , 817 

4 , 1 70 , 650 ' 084 

257,234 . ]27 

4 , 42 7 , 884' 811  

192,616 ' 294 

4, 235 , 268 ' 5 1 7  
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Bar Gold EARMAllKING ETC. 

1920 1921 
3 S ep .  /4 Apl. 

7 S ep. /9 Mar. 

1920 
17 S op .  

1920 
6 Oct. /26 Nov . 

1920 1921 

S td . Ozs. 
Brough t Forward 4, 235, 268' 5 17 

Receiv ed from Esthonian 
Government (vide "Go ld o /a 
Esthonian Gov ernnent" ) 688, 723' 5 6 1  

Sund.r;v amounts purchas ed at 
pri ces slightly b e low the 
merket pric e 7,469' 139 

-
Shipped to N ew York in part 

repay men t of 15 , 000, 000 
Pesos du e th e 1s t December 
1920 (vid e " set asid e" o/a 
Uruguayan Gov ernment) 

Expo rted to N ew York 

Expo rted to Japan 
both in part payment for 
50, 000, 000 Yen du e 15th 
Januar;y 192 1 (vide " London 
Exchang e Cornmi ttee" ) 

Sold to Bank of Eng land 
at 77/9 

4 , 931 , 46 1 '  2 17 

257, 302' 028 

513, 566' 692 

7 19, 172' 534 

154,340' 836 

3, 287 , 079' 127 

2 Nov./15 A pl. Rec eiv ed in ex change for 
so wreigns from Coloni es 13,027" 634 

3, 300, 106 ' 7 6 1  
1920 

12 Nov. /23 Dec. 

1920 1921 
24 Nov. /8 Feb. 

Shipped to N ew Yo rk in part 
repe..ymen t  of Ang lo -F'rench 
Lo an due 15th Oc tob er 1920 

Rec e i  v ed from Bank of 
F'rance o/a A nglo-French 
Loan 

P aid to Bank of Eng land in 
part repaymen t of' 
£7, 800, 000 withdrawn in 
S pring 1920 for U:S. A. 

1,026, 735- 644 

2, 273, 371' 117 

1,  216 , 941' 276 

1, 155,698' 234 

2, 334, 6 14' 159 
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Bar Gold .  

Brought Forward 

Salved from s .  s ,  " Laurentic"  

Shipped to  New York 

Shipped to Stockholm in 
repayment of 12, 500, 000 
Kronor 3 Year Notes due 
31st July 192 1 (vide 
"London Exchange Committee") 

Std . Ozs . 
2 , 334, 614 ' 159 

3. 02 2 ' 923 

2, 337 , 637 ' 082 

256, 820' 565 

2 , 080, 816' 5 1 7  

Total held on the 31st August 192 1 1 , 903, 589' 862 
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GOLD. 

TRADE SUPPLIES OF GOLD Al�D THE MEASURES TAKEN 
TO RESTRICT IMPORTS Al'ID PROHIBIT MELTL�G Al'ID THE SALE 

OF COL�S ABOVE THEIR FACE VALUE &c . 

The action of the Government and Bank in 

rationing certain Trades with gold is a subject associated 

c losely with the ir endeavours to cut off supplies from the 

remaining Trades : these endeavours in turn involved the 

restriction of imports. The Melting Regulations were also 

necessitated in the first place in order to prevent Trade 

supplies being augmented from the coinage. The questions 

of import and melting were almost invariably discussed to-

gether. The subject of the sale of coins above their face 

value is  connected with both Trade supplies and melting. It 

has therefore been found inconvenient to deal with these 

matters otherwise than in conjunction. The export of gold, 

however, is sufficiently independent of this group to be 

treated separately, though reference to exports will be 

found in other sections, and certain Trade exports have been 

dealt with under the heading of their respective Trade . 

There i s  therefore some scarcely avoidable repetition. 

The history of gold covers to some extent that of 

s i lver j in the Silver section, however, references occurring 

e lsewhere have been gathered together. 
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SUDoly of Gold to the Trade . TRADE SUPPLIES ETC. 

A very firm attitude was adopted by the Bank 

throughout the War and the fo llowing quotation from a 

letter by Lord Cunliffe to the Treasury dated 5/12/17 

may be taken as representative of the ir general view -

" I  entirely agree with him ( S ir Alf'red Mond ) * that the 

"use of gold except in a very few instanoes such as 

"dentistry, and perhaps one or two others, should be 

"pr.ohibi ted. 

"In my opinion the exhib ition for sale of 

"hundreds of thousands of pounds ' worth of gold arna­

"ments and watch case s ,  the manufaoture of' Gold Thread 

"used by Officers and for ladies ' dresse s ,  the gilding 

" of various articles espeCially table crockery and even 

" chamber ware and such like, sets a very bad example 

" of waste and extravagence and should be forbidden. 

"The cry has been that the amount required 

" i s  sma l l ,  only 2 to 3 , 000 ounces a month, but that is 

"quite a fallacy for we have reason to believe that 

"Sir Alfred Mond i s  quite oorrect in thinking that 

" s overe igns are be ing melted and al l the gold ornaments 

"that patriotic people are induced to sell  for the good 

" of the ir Country (vide Pawnbroke rs ' and Jewe l l ers ' 

"advertisements )  never come here but are worked up 

" again into modern jewe llery or articles of lUXury. 

"You can assure Sir Alfred Mond that he w i l l  

*Then Commissioner of Works . 
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"have the warm support of' the Bank in any effort he may 

"make to stop or curtail the wasteful use of gold, as a 

"sovere ign improperly used is equal to the loss of £10 . 

" in credit. " 

During the first two years of the Har the Bank sold 

gold in smal l parcels,  to meet the needs of the Trade, 
8 d 

at 78/1 per ounce standard, the total sold for this 

purpose be ing 42 , 60 6 ' 793 ozs . std. The last of these 

sales was made on the 4th July 1 9 1 6 .  

From then onwards gold was only sold to the 

Trade under permits from the Board of Trade, the total 

released being -

Ozs . Std. 
Dental and Pottery Trades 

(per Johnson Matthey & Co.  ) @ 
s d 

77/10t = 

Ruby Glass s d 
(per E . Day) @ 7 8/ 1 = 19°' 904 

s d 
Post Office Stores @ 77/lOt = 24' 927 

Royal Orders and Decorations s d 
(per Garrard & Co. ) @ 77/lOt = 3 , 566 ' 365 

Ozs . Std . 80 , 038 · 032 
=======""== 

On gold bec oming a fre� import ( April 191 9 ) ,  these 

permits were discontinued,  the last Dental and Pottery 

parce l be ing taken on 24th April 1919,  and the last 

Ruby Glass on 23rd June 1919.  The last permit for 

gold for Decorations was issued in May 1919.  
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The events which led up to the consideration 

of the requirements of each Trade and the consequent 

arrangements made for rationing the Dental and Pottery 

Trades were the capture of the "Appam" in January 1916 

and the subsequent \Vi thdrawals from the Bank of' large 

quantities of gold for Trade purposes, £75 . 000 having 

been parted with by the middle of February . 

Af'ri can Gold Agreement was not concluded unti 1 March 

and for some time there \vere no supplies of' gold in  

the market . The Bank were openly threatened that if' 

they refused bar gold sovereigns would be taken and 

melted. 

At last, on the 26th September 1 9 16 a 

Conference was held between representatives of' the 

industri es , the B oard of Trade and the Bank, and in 

October the Board of Trade conjectured that the 

annual requirements of all the Trades in normal times 

were f'rom £2/3 , 000, 000. (About £2, 000, 000 was the 

figure for Trade and the Arts subsequently given by 

the Interim Report of the Committee on Currency and 

Foreign Exchanges . but this estimate took no account 

of melted coin. ) 

In September 1916 Mr. Austen Chamberlain had 
Jewellery 
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GOLD . alone at about £2,000, 000 of gold per annum and suggested 

rati oning dealers with 50% of this. The Board of Trade 

calculated the requirements at somewhat less,  stating 

further that only £150, 000 of the total gold used was for 

the Export Trade . 

A suggestion was made by a Mr, Symonds of the 

London Chamber of Commerce that the Board of Trade should 

rati on Jewe l l ers w ith B; fixed proportion of the ir average 

purchase s  over say, the previous three years, and that 

the heavier articles of manufacture should e i ther be pro-

hibited or that the quantity of gold in them should be 

reduced by say , one-third 1 an embargo being placed s imul-

taneously on the importation of such wares as might be 

affected. He further proposed that a Ylar Savings 

Association should be formed for the purpose o f  convert-

ing gold ornaments etC . into Savings Certificates. Lord 

Cunliffe considered a reduction of one-third in gold 

supplies quite inadequat e .  The furthest he was prepared 

to go, and then only under c onstraint, was to release 

£15, 000 per month for the Arts , to 
s 

compete,nt body, at . a  price of 81/-

be distributed by ' a  
s 

or 82/- per ounce . 

The Deputy Governor*had at one time considered it might 

be possible to licence Goldsmiths at a heavy price , but 

dropped the idea as tending to penalise sma l l  traders. 

All schemes for rati oning the Trade were, however, 

final ly abandoned and the Bank had their way and afforded 

*Mr . Brien Cokayne .  
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GOLD. the Jewellery Trade no assistance w�Atever, * measures 

being taken in December 1916 to restrain the import of 

jewellery o f'  any description and of gold manufactured 

TRADE SUPPLIES ETC. 

or unmanufactured. Melting of coin had been pro-

hibited in the previous Jul y.  

Neverthe less throughout the War the Jewellery 

Trade managed by various methods, legitimate and other­

wi�e, to get supplies sufficient to carry on withj 

they could afford to pay a high premium. + 

After the Armistice Sir Jo�� Bradbury suggested 
s d 

the Bank might se l l  gold for the Arts at 7 7/l0t but only 

on production of a Treasury licence which should cost 

the applicant at the rate of £2 per ounce . But the 

Governor preferred to continue all  existing restrictions 

unti l  it was possible to set about the re-establishment 

of a free market .  In spite of' the general abolition of 

restrictions on g o J d  imports in April 1919 ,  the free 

importation of jewe l l ery ( and pen-nibs )  continued to be 

prohibited, until ( it is stated)  16th June ; from this 

date until  1st September ( when a general licence of the 

Board of Trade removed all  restrictions) it is under-

stood imports were permitted only under licence, l icences, 

however, being readily granted .  

*Note _ No exception was made even in the case of' wedding 
rings .  It was flippantly argued on one occasion (by a 
Treasury Official ) that although a scarcity of' these 
might make marriage unpopular it would not make it 
impossible . 
+rrhe Bank received a good many arti cles of jewellery from 
people desirous of offering gold to the nation . Their 
practice waA to send them to be melted by J ohnson Matthey 
& Co . •  who gave a cheque for the value of the gold at 77/9 
per oz. std. whi ch was sent to the owner . As soon as 
suffi cient gold had been accumulated to make a bar it was 
han d e d  to the Bank . 
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'mADE SUPPLIES E'rC. A lthough by the Proclamation deted 29th 

September 1917 jewe l lery was , wi th a l l  other arti cles, 

prevented from being exported to Sweden, Norway . Denmark 

and Holla.nd, thi s restriction on jewellery " ex cept solid 

arti cles of' gold or si lver" was withdrawn by Board of' Trade 

Order of 1 8th December 1918.  

The Swi ss watch-making industry may perhaps be 

dealt with here instead of' under the heading of' ExPorts, 

since their need of gold had in pert to be considered in 

connection with that of the Home Trede , Negotiations 

took place during the months May to O ctober 1916 , the 

National Bank of' Switzerland asking for an allowan ce of' 

£80, 000 of gold per month, an application whi ch was later 

supported by the Foreign Office in view of the political 

importance to the Allies of the friendly parts of 

Swi tzerland. The Swiss were unab le to get gold from 

the United States of America as i ts pasBage through 

France was forbi dden . The Bank di d not agree wi th the 

arguments put before them and Btated that a release of 

gold to Switzerland would be diffi cult to explain ,to 

Prance. from whom we were trying to extract go Id whi ch 

had been refUsed by them for thi s very purpose ;  moreover 

the SWiB8 had obtained gold from Germany and held suffi-

cient to last t o  the end of 1916 . ffhe difficulty was 

eventually solved for some time by the withdrawa l of 

£400 , 000 from the Nationa l Bank ' s  gold set aside here . 
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The A l l i es were anxious to induce Switzer land 'rRADE SUPPLIES m e .  

t o  undertake not t o  re-export manui'e,ctured g o l d  to ene1T'GT 

countries, but this reques t  was rerused. 

The Swis s  watch makers. epp lied once more , in 

May 1919,  for 400 lbs .  a month, but were then refused on 

the ground that as the Bank would not supply the home 

industry they could not be expected to provide gold to 

assist F oreign Trade . 

Pottery 
and 

Dental 
Trades 

I t  was agreed on a l l  sides that there was no 

case for any restriction i n  the ca·se of' the 

Dental Industry . The position of the Pottery 

Trade, however, was content ious . The B oard of 

Trade est imated its needs at not more than £250, 000 per 

annum, but later Johnson Matthey & C o .  put the figure at a 

little over £150, 000 only. The case for supplying the 

industlY was that the Export Trade could not be maintained 

wi thout g o ld, and it was on ly to support the F oreign 1f1rade 

that faci lities were finally granted .  The Bank w ould have 

liked to let the Trade take its chance, but eventually 

agreed, in October and November 1916, to the B oard of 

Trade ' s  arrangements . It had been originally proposed 

.the,t the T rade ASf!ociations should deal with the gold 

released; but after intervi ewing Johnson Matthey & Co . ,  

who stated that they were the s o le manufacturers of 
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GOLD . liquid gold, the only form of gold used in the Pottery 

Trade,  and alleged that they supplied the greater part of 

the Dental Trade also.  the Board of Trade consented to 

accept affidavits from them as to the amounts required 

quarterly, reserving the right to admit other dealers to 

the same privilege. The Bank learnt of this concession 

too late to secure its cance llation, but they neverthe­

less represented that Johnson Matthey & Co. were not only 

refiners but importers� and expressed their di sapproval 

of the supersession of the Associations. By January 

1 9 1 7  it had been agreed that the two Trades might receive 

at the rate of 7 , 500 ounoes per quarter. The Board 0 f 

Trade, fUrnished with affidavits by Jolmson Matthey & Co. , 

in turn certified to the Bank the amount that might be 

withdrawn . 

For the first 8 months of 1917 the Bank 

released 1 6 , 100 fine ounces of g o ld unrler the Agreement , 

but it was alleged in a l etter from the Board of Trade 

( 16th October) that these supplies were far from suffi­

cient for the needs of the combined Trades and that the 

rations had been supplemented largely from " " 
external or 

"home industry " gold. It was also said that very l ittle 

of the liquid gold used in the Export Pottery Trade was 

drawn from the Bank because manufacturers were often un-

certain when the gold \'/as app lied whether the ware would 

be disposed of in the home or foreign market.  

183 
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s 
GOLD The price of' the " e xternal" gold had now risen to 105/-. trRADE SUPPLIES ETC. 

a figure whi ch offered a strong indu cement to me lt coins . 

In the ci rcumstance� the B oard suggested the abolition,  

in the case of' Pottery, of' the restriction of gold to 

the Export Trade ; but Lord Cunlif'fe refus ed to agree to 

any �uch re laxation . 

When in Spain at the beginning of 1918 Lord 

Cunliffe went over a Pottery near Seville, and wa� sur-

prised to find that not only was there no lack of gold 

for the decoration of the ware then being manufactured 

but that the supplies came from Eng land through Johnson 

Matthey & C o .  In view of the fact that the Bank were 

pel�tting the industry to take gold from them s o lely 

in order to prevent our export trade from being cap-

tured by foreign countri es,  this c learly required ex-

planation. Johnson Matthey & C O .  I S  defen ce , forwarded 

through the B oard of Trade , was not considered satis-

fa,ctory, and in March 1918 Lord Cunliffe expressed the 

opinion that the export of liqui d gold in any form 

should be prohibited. Meanwhi le Johnson Matthey & Co.  

had peti ti oned the Board of Trade and the Bank to 

increase the gold allowance for the year 1918 .bY 1 , 000 

ounces per month. The Oovernor ' s  view was that the 

allowance should not be in creased but reduced . In the 

correspondence that ensued the Board of Trade showed 

some �ympathy with J ohnson Matthey & Co.  whi le the Bank 

sought support from the Treasury, Pending a settlement 

the Bank had held up a supply of 3, 000 oun ces , and the 
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GOLD. Dental Trade was reported to be much inconvenienced j TRADE SUPPLIES ETC . 

finally on the 12th April 1918 the export of liquid g o ld 

was prohibited - a prohibition which lasted just a year. 

In :November, however, the fact came to l ight 

that the War Trade Department had been a l l owing sma l l  

amounts of liquid gold to be exported under l i cence "to 

enable British firms to maintain their trade connection" 

(a line of defenoe similar to that adopted by Jop�son 

Matthey & Co . ) :  of all such exports the Bank of course 

disapproved .  

In January 1919 upon a complaint being made 

by the Federation o f  British Industries through the 

Board of Trade, the Treasury justified their policy to 

the latter by saying that the "prohibition was imposed 

. . . . .  largely in the interests of potters and that it 

was thought . . . .  that these interests were of greater 

importance than the maintenance of the export market 

for liquid gold . " To the Federation the Treasury 

replied that they could not withdraw the prohibition 

so long as British manufacturers were unable to get 

sufficient supplies . Johnson Matthey & Co.  now con­

tended ( in March) that this was an unfounded allega­

tion, that they themselves could supply the whole 

demand of English users, and that liquid gold was also 

being imported. They once more asked that the embargo 

on export should be removed so that the Export Trade 

'0 . 
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GOLD. should not be captured by foreign countri es and stated 

that the whole amount involved in the ir case was only 

600 Kilos, or less than 4% of the gold suppl ied by their 

firm to the Dental and pottery Trades .  A Conference 

was held at the end of March and the Order in Counci l  

dated 1st Apri l ,  forbidding the export of gold coin a,nd 

bul l i on, at the same time removed gold leaf and liquid 

gold from the list of prohibited articles . 

Towards the end of Apri 1 the Bank, with the 

Treasury ' s  consent, discontinued supp l ie s .  

Upon the passing of the Gold and Si lver 

(Export Control etc . )  Act of 1920 the position of liquid 

gold was raised by Johnson Matthey & Co , and the Treasury 

gave a ruling that it was a whol ly 1!lanufactured artic le 

and could therefore continue to be exported without 

l icence . 

Ruby 
Glass 

In spite of suggestions that copper and other 

substances would have equally good results the 

Admiralty decided that g o l d  was essential to 

the manufacture of this glass, which was required for the 

186 
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lenses of ships ' signals and similar articles used chiefly 

by the Admiralty but also by the War Offic e .  The needs 

of the manufacturers were estimated at two ounces a week, 

and at the request of the Ministry of Munitions the Bank 

agreed in September 1916 to release gold at this rate . 

Only 191 ozs , std , were withdrawn altogether, the price 
s d 

paid be ing 78/ 1 per o z .  
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In January 1917  Johnson and Sons made application 

to the Board of Trade for an allowance of say) 

200 ounces per month to be used in the manufacture 

of gold chloride ) gold cyanide, etc.  A greater part of the 

supply was wanted for photographic purposes and was to be 

exported to India, China , etc . ,  the home trade being compara-

tively unimportant. The Bank resisted the proposal .  In 

Apri 1 a fresh application was made. The Bank then admitted 

that photography for military purposes might have a claim on 

gold supplies second only to that of dentistry, but desired 

to be assured that gold was really necessary to photography. 

The request of the Trade was again refused. 

In August 1917 the Board of Trade were approached 

Gold by the 1�nchester Chamber of Commerce, acting on 
Thread 

behalf of five makers of Gold Thread, with the 

proposal that some 1 , 500 ozs . of gold per quarter should be 

released to these makers on their giving a statutory 

declaration that the Thread made therewith would not be sold 

to anyone but cotton manufacturers, and on the understanding 

that the latter would use it solely for the purpose of plac-

ing it on cotton goods as headings.  Such cotton goods were 

for export to India, China, etc . , and it was said that the 

absence of gold headings woul d be fatal to the overseas 

trade . 

Lord Cunliffe, from his own experience as an ex-

porter and from enquiries he instituted among other exporters: 
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GOLD . was very doubtful as to the validity of this argument j 

he considered that it  was not so much the shippers of 

the goods as the manufacturers of the Thread who 

feared a loss of trade.  The correspondence with the 

Bank continued until the end of the year. No gold 

was released, and on the 9th July 1918 the Board of 

Trade i ssued an Order restricting the use of Gold 

Thread ( except under licence ) to the uniforms of His 

Majesty ' s  Forces.  (This Order may be found on page 

356 of the Defence of the Realm Manual ,  6th edition ) . 

It was cancel led by a Board of Trade Notice of 14th 

March 1919.  The Bank had objected in January to an 

earlier cancellation . 

Fountain 
Pen 

Industry 

At the beginning of 1917 an agitation 

commenced to secure the import of gold 

pen-nibs to the extent 0 f £1 .000 a month. 

The manufacture of the nibs was said to be a speciality 

of New York though supplies wore distributed through 

Great Britain. Fountain Pen Manuf'acturers even offered 

to deposit gold ( old nibs or other gold) to a value 

equal to that of the imports .  

The Bank seem to have regarded the applica-

tion as one for the release of gold; they raised no 

active objections provided the Board of Trade viewed 

the proposals favourably . There the matter apparently 

rested unti l  August 1917, when Lord Cunliffe was alleged 

188 

'rRADE SUPPLIES ETC . 

c .  

Bank of England Archive (M7/157)



189 

THE BANK O F  EN(JLAND. 11114-11121, 

CHAPl'ER V 

GOLD AND SILVER. 

GOLD. to have given his consent orally to the principle of an TRADE SUPPLIES ETC . 

allowance . In October, the Board of Trade estimated 

the requirements of the manufacturers of gold nibs in 

the United Kingdom as some 3 , 130 ounces a quarter; an 

allowance which the Bank ( though accepting the figures 

without comment) regarded as altogether excesnive in 

view of the fact that the use of fountain pens might be 

considered a luxury . The correspondence went on for 

some time, ending inconclusively. It appears from the 

correspondence and from enquiries made of the Board of 

Trade that eventually pen-nibs were admitted under 

ration. It is stated that this ration was as much as 

£80, 000 per annum . On the whole the data available in 

connection with this subject seems to "be confusing and 

unreliable. 

A general l icence of the Board of Trade 

permitted the free importation of these and a l l  other 

articles as from 1st September 1919·  

The Bank released altogether some 3,566 ozs . 

Insignia std. of gold for Orders , Decorations, etc . ,  

but did so very unw i l l ingly. The first 

application ( from the Board o f  Trade ) was made in Feb­

ruary 1917 .  On a second demand being made in April  

1 9 1 8  the Bank suggested the requisite gold should be 

acquired by melting down a part of the large supplies 

of gold articles in the country, but eventually again 

gave way. 

c .  
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GOLD A third demand and surrender o ccurred in January 1919 . 

I n  addition to the amounts mentioned above the Bank 

s o ld 360' 7 7 1  Q z s . std.  to be used in the manufacture of 

souvenirs whi ch the King of the B e lgians desired to 

offer to certain members of' our Forces . 

An application from the Mini stry of Munitions 

in O ctober 1916 for gold to g i ld War Servi ce Badges was 

succes�fully resisted. 

The sma l l  amount of gold released under this 
Post 
Offi ce heading was for use in making go ld-E.i lver 
Stores 

a l loy in wire and sheet used in the Post 

Offioe factories in the manuf'e.cture of e lectrical 

instrument s .  (!'he question came up in November 1917 
• 

and 1918.  

Trade Price of Gold 
after unp�gging of Ameri can Exchange 

A tab le f o l l ows showing the r e lationship 

of the Trade pri ce to the Export pri ce from Apri 1 

1919 to August 192 1 .  A graph covering the �ame 

period w i l l  be found in the po cket of the binding. 

1 9 0  
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'mADE SUPFLIES ETC . 
p '  r�ce per lne oz . 

Average Trade Price Average Export Price 
of Gold monthlv* of Gold monthlv 

1010 1020 1021 1919 1920 lQ2l 
s d s d s d s d s d S .

d
. Janu.a.ry 1l0/- 99/- 112/""; 109/11" 

February l1S/- 96/6 122/--! 105/ 1 H  

N.arch 105/- S9/6 1 l 1/10t 105/2� 

Apri l 10 1/ - 101/- 95/� 105/2 l04/Bt 

May 101/- 101/- 96/5� 107/6% 103/7t 

June 106/- 101/- 96/S� 104/4t lOS/lOt 

July 9 1/-+ 103/- 102/215 106/5-1' 112/10� 

August 96/- 110/6 105/- 1 14/2t 112/6 

September 96/- 1 1 1/- 9S/9t 1 17/-t 

October 96/- 1 1 1/- 9S/6� l1S/2 

November 96/- 102/- 101/""; 119/1% 

December 107/- 93/- lOS/51; 117/4t 

IMPORT. MELTING ETC. 

Regulations !IJa.de 
to restrict the import and melting etc. of gold 

and sale of coin above its face value 

The prob lem of how to prevent melting 

Melting arose as soon as the face value of' 
prof'i tab le 

e.s from the coin became leSfl than the market 
January 1916 

value of the gold it oontained j a 

state of' affairs that arose after the capture of the 

"Appam"xon 15th January 1916, the West African gold 

having unti 1 then kept the market supplied. Be,r 

gold and light gold at onoe began to be withdrawn , 

purchasers frankly stating that unless the Bank sold 

them supplies they would have recourse to melting 

*Supplied by J ohns on Matthey & Co.  to February 1921 ; 
thereafter by Bul l i on Offi ce . 

+This sudden drop was due t o  the raising by the U . S . A .  
of its embargo o n  gold exports - 9th June 1919 . 
XVide West Afri can Section below. 
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GOLD. sovereigns, the issue of which could not be refused . TRADE SUPPLIES ETC. 

In Janua� 1916 the Treasury suggested that a 

B i l l  should be drafted to make the melting of sovereigns 

for any purpose il legal for the period of the War and 

six  months afterwards , but they stated that it was open 

to  question whether such a prohibition would be effective, 

s ince the Trade would be left free to buy and melt down 

gold bars : it might merely result therefore in promoting 

greater competition in the market for bars. To prohibit 

the melting of either bars or sovereigns without licence 

was apparently considered too difficult and too drastic . 

The Bank replied that as there was but little 

bar gold in the market they would be content for the time 

being with the prohibition of meltlng sovereigns, but they 

urged that it would also be necessary to stop the import 

of foreign jewellery and of gold for the manufacture of 

jewellery, for which Goldsmiths could afford to pay a high 

price. As the importation of bullion could not wel l  be 

absolutely forbidden in view of the desire of the Govern-

ment and the Bank to maintain the appearance of a free 

market,  it was suggested that all  gold bullion entering 
s d 

the country should be sold to the Bank at 77/9 with heavy 

penalties for disposing of it e lsewhere . 

A draft Bill  somewhat on these lines was 

prepared in Apri l 1916 but was not approved by the Bank, 

who considered it not comprehensive enough . because it 

did not cover the importation of manufactured gold and 
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GOLD. gold with alloys , nor prohibit the melting of bar gold TFP�E SUPPLIES ETC. 

and the defacing ( as apart from the melting) of coins . 

After further drafts and de ) ay ,  during which time, upon 

the refusal to sell gold, sovereigns were taken from 

the Bank for melting , a Regulation under D . O . R . A .  was 

made , dated the 28th July 1916,  as follows : -

"30E. A person shal l not melt down, break 

Melting "up ,  or use otherwise than as currency any 
Regulation 

of' 28th " current gold coin, and if any person acts 
July 1916 

" in contraventi on of this Regulation 

"he shall be guilty of a summary offence against these 

"Regulations .  " 

The penalty for the offence was to be not more than six 

months imprisonment with or without hard labour and/or 

a fine of £100.  The Court had power to order confis-

cation of goods in respect of which the offence was 

committed and to search premises . 

Since no restriction was yet placed on the 

import of gold, we soon find this question again raised, 

Johnson Matthey & C o .  proposing in September to import 

gold from neutrals , and in particular from the United 

States. The Treasury , at the instance of the Bank, 

stated that they could not countenance any such imports, 

which would have the effect of defeating the purposes 

of the existing restrictions in respect of sales by the 

Bank j while to another applicant, the Union Bank of 

c .  
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GOLD. Manchester, they replied that having regard to the state TP�E SUPPLIES ETC. 

of the exchanges ,  the import of gold from New York into 

this country would be directly contrary to the national 

interests. The Bank also tried to discourage the Board 

of Trade from permitting imports of gold from South 

Africa for the Jewe l lery Trade . 

In October 1916  the Bank were informed that 

hoarders were being tempted by the premiuITI. ( stated to be 
s 
1 / - per sovereign about this time ) to sel l  gold coin to 

the Jewel lery Trade , and in the same month Thomas Cook 

& Co . drew attention to the amount of foreign currency 

available for me lting, the Regulation of the 28th July 

being held not t� cover foreign coin. The Bank advised 

the Treasury that the whole question could only be 

satisfactorily settled by passing a comprehensive B i l l .  

However, in place o f  this ,  a Proclamation was issued on 

the 16th November forbidding the importation of manu­

factured gold and s i ] ver other than watches and watch 

cases, except under Board of Trade licence. But this 

was almost immediately cance l led by a further and more 

comprehensive Proclamation, dated the 5th December, 

whi ch prohibited the importation of 
Import 

Proclamation " gold, manuf'actured* or unmanufactured, 
of 5/12/16 

including gold coin and articles 

*The importation of jewe llery, pen-nibs ,  etc . , is  dealt 
with in detail under the respective Trades .  

le .  
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consisting partly of or containing gold j a l l  manufactures TRft�E SUPPLIES ETC. 

of si lver other than silver watches and watch cases j "  and 

" jewe l lery- of any description" ,  except any such goods im-

ported under licenoe granted by the Board of Trade, or 

"gold consigned for de livery at, and sale to, the Bank of 

England" . •  On the following day the Y� lting Regulation 

was amended to cover foreign coin and now read as follows:-

30B. (A ) .  "A person sha l l  not melt down, 
New Melting 
Regulation "break up, or use otherwise than as currency 

6/12 /16 
"any gold coin which is for the time being 

"current in the United Kingdom or in any British posses-

"sion or foreign country j and if any person acts in 

" contravention of this Regulation he shall  be gui lty of 

"a summary offence against these Regulations. If' any 

"person contravenes or fails to comply with any direc­

"tions in an Order made under this Regulation he shall 

"be guilty of a summary offenoe against these Regulations . "  

All egations continued to be made tha,t gold 

bul l i on and sovereigns were being sold by private firms. 

The Director of Publi c Prosecutions failed to obtain 

sufficient evidence for a prosecution, but was said to 

have frightened various parties engaged in this business .  

Appl ications also were made by Johnson Matthey & C o .  and 

others for the exemption of special cases from the new 

*Under this Proclamation the Bullion Dealers each gave 
the Bank an undertaking to re turn to them the whole of' 
the gold contents of all  conSignments of' which they took 
del ivery at the Bullion Office . 

�'C .  
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GOLD . Proclamatiop and Regulation, but without success.  In THADE SUPPLIES E'rC. 

July 1917 Johnson Matthey & Co .  and three other principal 

firms alleged that the smuggling and melting of coin was 

placing the legitimate trade here at a great disadvantage 

as compared with that of France and the United States of 

America, where no restrictions prevaileo,  but their 

representations failed to produce any effect on the Bank. 

In November 1917 the Bank raised the 

Position of question of the status o� pre-Victorian 
l ight coin 
and coin no gold coin under the Melting Regulation j 
longer current 

s ince such coins were no longer current 

(by Proclamation 22/11./1890) they could apparently be 

dealt in l egitimate ly at a premium. A similar doubt ex-

isted in the case o f  light coin. The Government ' s  view 

( L .  15/2/18)  was that the pre-Victorian coins were not 

covered but that their amount was negligib�e ; l ight coin 

was also considered not current and therefore might be 

melted without infringement of the Regulation . As, 

however, sweating and other methods of making coin light 

were i l 1 egal either under the Coinage Offences Act 1861 

or D. O . R .A .  Regulations30E and 48 ,*and could readily be 

detected, it was proposed to take no further action, 

In Deoember the Chancel lor of the Exchequer 
Melting 

o f  asked the Bank for evidence of' the allega-
Sovereigns 

tion made that sovereigns were being melted 

( Lord Cunlif'f'e , letter 5/12/ 1 7 ) .  The Bank were unable 

to give many specific instances , their belief being based 

*D . O . R. A . 48 made aiding and abetting an offence, itself an 
offence . 

rc .  
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GOLD . to a large extent on somewhat indefinite reports from 

Bankers, but mentioned that in the previous August and 

TRADE SUPPLIES ETC. 

September a sudden marked increase in the demands for 

gold by Lascars had been noticed : the withdrawals,  

from an average of about £500 per month, rising to over 

£10, 000 for September . Scotland Yard endeavoured to 

discover the persons ultimately responsible but were 

not successful. As the result apparently o f  their 

efforts, however, withdrawals through this channel had 

by December returned to the norma l .  

On 18th May 1918 a Regulation under 
Sale 

Regulation D . O . R . A. was made to prevent the sale of 
18/5/18 

British coins above their face value : -

30EE. ( 2 )  "Any person who sells or purchases: or offers 

"to sell or purchase , any coin current in the United 

"Kingdom for an amount exoeeding the faoe value of the 

"coin, or acoepts or offers to aocept any suoh coin in 

"payment of a debt or otherwise for an amount exoeeding 

" its face value, sha l l  be guilty of an offence against 

"these Regulations . "  

No further special occurrenoes appear to oall 

for mention until shortly before the Armistioe.  A 

proposal to import for refinement gold produced in Java 

was then refused. 

By Deoember 1918 the pressure for the 
Pressure for 
relaxation of removal of restriotions had increased 
restriotions 
December 1918 but even in the case of an e xchange of 

�c .  
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GOLD. diamonds for gold the Bank thought it better that no TF.ADE SUPPLIE:S E'l'C . 

licences should be issued, unless on condition that the 

gold when melted should be sold to the Bank of England. 

However, when in January 1 919 Johnson Matthey & Co.  

wished to melt gold to be imported from Hclland and 

e l sewhere and to re-export it to the same country when 

refined, the Bank consented to a licence be ing granted 

for this transaction. The Board of Trade also desired 

to relax the restrictions in favour of some £20, 000 o f  

gold, contained i n  rolled gol d sheet and wire from the 

United States of A�erica, but in this case the Bank ex-

pressed the fears of partial and preferential dealings, 

said that in any case it would be better that only bar 

gold should be admitted, and advised against permission 

be ing granted . 

In March it was decided to permit 

Import of gold once more the unrestricted import 
bullion permitted 
and export pro- of gold bullion and a general 
hibited April 1919 

licence for this purpose was 

published in the Board of Trade Journal at the beginning 

of April .  * The immediate effect was a decrease in the 

*It is  of' interest to n,ote that Mr. Justice Sankey gave 
a decision, on the 17th December 1919, affecting the 
validity of all Prohibition of Import Proclamations 
i ssued under the authority of the Customs Consolidation 
Act of 1876 . re-enacting the Customs Act of 1853· He 
decided that the last named Act , passed expressly to 
give effect to a "Free Trade " policy, did not give the 
Crown power to reverse that policy by Proclamation, and 
that the issue o f  such a Proclamation was therefore 
ultra vire s ;  he gave judgment accordingly in the case 
in question, which concerned Proc lamation Ro. 32 . 

I 
re. 
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s 
GOLD price of gold of about 10/- per o z .  As, however, i t  'fRADE SUPPLIES ETC. 

we,g deoided at the same time to place a n embargo on the 

export of go Id, and i t  was not unti 1 September that 

supplies arrived from South Afri ca under the new Agl'ee-

ment, no gold was actual ly obtainable through the usual 

channe ls and the price rose again to about £6 per oz . 

at the end of June . 

The Imports Consultative Counci l ,  t o  

Import of' 
manufactured 
gold arti cles 
permi tted 

whose decision the matter was left, 

secured , later in Apri l ,  permission 

for the i mport also of a l l  manu-

fectured articles made of gold, with the exception of 

j ewellery and pen-nlbs , *  and as a result British manu-

t'a ctUl'ers were for a time placed at a disadvantage.  

On being approached by the Treasury in July, however, 

the Bank expressed the vi ew that as the export of gold 

from the United States of America without li cence was 

now pelmitted ( as from 9th June 1919 ) there should be 

little difficu lty in securing e,dequate supplies . They 

referred a,lso t o  the new South Afri can Agreement . Thi s 

was signed on the 24th July 1919 ; and was followed i n  

the next month by the P�o desian and West Afri can 

Agreements . After the 9th September, when the first 

consignment of free go Id arrived, there was no shortage 

of gold for trade purposes in the period under review . 

• EXTRACT F'ROM THE BOA..Till OF' TRADE JOURNAL 
Dated 24th Apri l 1919 

IMPORJr RESTRICTIONS 
Further relaxations 

r.[lhe President of the Board of rrrade, after duly con­
sideri.ng the recommendati ons of the Consultative Council 
on Imports,  has given the following further directions in 
regard to Prohibiti ons of Imoorts ; -

1l1he restricti ons on the
-

impol'ta.ti on of the fo llowing 
"" '"io. are t o  be removed ; -

Rolled gold, sheet, wil'e and chai.n.  
Gold ma.nufactures ( except jewel lery and gold nib s ) .  
Liqui d g o  Id .  
Gold leaf. 
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GOLD Al� SILVER . 

. 'rH" "E SUPPLI"·S E'J'C . The Melting Regulation underwent alteratlon � � 

Melting 
Regulation on two further occasions, si lver coin being 
altered 
29/10/1 9  & added by an Order in Counci l  of 29th October 
9/2/20 

1919 and the prohibition of melting being 

modified by an Or�er dated 9th February 1920 to allow of 

permission being granted by Treasury licence. Finally the 

subject was dealt with under the Gold and Silver (Export 

Control &c . )  Act 1920, which re-enacted the current pro­

hibition and attached the penalty of a fine not exceeding 

£100, or imprisonment with or without hard labour for a 

term not exceeding two years, or both fine and imprison-

ment and , if directed by the Court, forfeiture of the 

articles in respect of which the offence was co��itted. 

The Bank consistently opposed the gr��ting of 

any licences for the melting of any gold coin : applica-

tions however were but few in number . 

The " Syke s"  Case. 

In March 1919  the Bank received anonymous 

information that sovereigns in large quantities had been, 

and were being, �o1d and melted in the East 
s 

as 28/- per sovereign having been sometimes 

End, as mu ch 

paid. The 

following firms were accused : - E . Korn & Sons . 67, High 

Street, Whitechapel ;  Feinmesser & Sons, 45, Vfuitechape l 

Road ; and practically all  the Black Lion Yard jewe l J ers. 

Investigations were made by Scotland Yard but these 
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GOLD. failed to produce any proof of guil t .  

Meanwhi le a man named Syke s ,  wor}�ing on a 

good knowledge of the Bank Acts and of' the Defence of 

the Realm Regulations, had since May 1918 been pre­

senting Bank Notes at the Issue Orfice and receiving 

sovereigns in exchange , During the year 1918 he 

withdrew only £725 i in the first seven months of' 

1919  he secured over £12 , 000 and during the remainder 

of' that year no less than £85 , 350 was taken from the 

Bank. By the middle of January 1920 (when Sykes was 

arrested) the total of' sovereigns received by him in 

exchange for Bank Notes was £111 , 125. It was obvious 

that he could not require the g91d for any lawful 

purpose and the Bank took steps to ascertain how the 

sovereigns were uJtimately disposed of. By an ' 

e laborate system of tracing the Notes presented by 

Sykes were found to have been issued in the first 

place prinoipally to Joint Stock Banks in the ordinary 

oourse of business ,  and by them frequently to bullion 

brokers, manufacturing jewellers and firms engaged in 

allied trades .  The following figured prominently in 

the investigations : - S. S . Abelson & C o . , Johnson 

Matthey & C o . , E . Korn & Sons , Schonberg, Feinmesser 

& Sons and 1.'Jeinbaw'O. 

Having obtained a fairly oonolusive ohain of 

evidence from the traoing of Bank Notes that the gold 
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GOLD. withdrawn by Sykes eventually found its way through agents 

of his to Hatton Garden, the Bank called in the services 

of Arrow ' s  Detective Agency. The movements of Sykes and 

his colleagues were shadowed until the case was ripe for 

the hands of the Metropolitan police, and on the 15th 

January 1920 Sykes was arrested together with six of his 

agents, and they were brought up the fol l owing day at Bow 

Street Police Court . 

The accused were charged before Sir Jolm 

Dickinson with committing acts preparatory to the commis­

sion of a breach of D . O . R . A .  Regulation 30 (E ) ,  the 

prosecution being carried out on behalf of the Crown by 

the Director of Public Prosecutions. After very pro-

l onged proceedings a conviction was secured, on 5th March. 

The maximum sentence was, with one exception, passed upon 

each of the accused, viz . ,  six months imprisonment in the 

second division ,  together with payment of £100 costs each 

and further, as to two persons , the confiscation of gold 

amounting to £3, 300 found in their possession. The 

exception was that of a woman who was bound over in the 

sum of £100 for a year . 

Appeals against the sentence s  were hearo. some 

two months l ater before Mr .A. J . Lawrie, Deputy Chairman of 

the Clerkenwe l l  Sessions, and the sentences were reduced 

by him to a fine of £100 in each case, possibly owing to 

the advanced age of most of the prisoners, the intervening 

suic ide of one , and the months already spent over the trial. 
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Suspicion of comp l icity rested on the bul lion IJlRADE SUPPLIES Efl'C. 

brokers, jewe l lers, etc . , concerned in the case , but 

proof' was wanting. The posi tion of Johnson Matthey & 

C o . , however, as melters to the Bank led to special 

consideration being given to the ir case. The firm had 

bought large amounts of gold from acoomplices of Sykes .  

In general they protested the ir ignoranoe of the 

provenance of the gold offered them but the impression 

left on the Bank was that if Jolmson Matthey & C o .  ' s  

bona fides was not to be called in question they could 

not escape the alternative imputation of a negligence 

far from creditab 1 e  in a firm of the ir standing. The 

whole question was placed before the Bank ' s  Solici tors 

in March 1920 but it was thought impossible to take any 

steps beyond asking the firm for an explanation .  

Correspondence and interviews ensued and ended in July 

with an apology from the Chairman, expre ssed in general 

terms , together with a promise that greater care would 

be taken in future . 
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C oncerning Laws "restraining the Exportation of' Bullion 

of' Gold and S ilver" . 

" • . . . •  What severe Laws have we had in England 

.. of' this kind, and have but lately got clear of' any of' 

" them, and the Money-Ghangers have still saved the f'ar 

"best half' of the ir Game ; • . •  and put the Loss and Risque 

" as well aB their Gain thereby to the Account of the 

."Nat ion: They have now set the Market and the Mint at 

"varianc e ,  and s o  what Money is coined when Bullion is 

".low, must be melted again when Bullion is high; to be 

" exported, or sold at h'ome f'or a better Price . "  

( "Some Observations upon the Bank of' England" , 
1695 . )  
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EXPORT 

From the beginning of the War the Bank were 

very averse from appearing to do anything whi ch could 

be represented as an i nterference with the freedom of" 

this country ' s  g o ld me,rket, to the I'/1l..i ntenance of whi ch 

befol'e the pub li c they ettached the highest importance 

(vide letter t o  Treasury 24th March 1915, written when 

al legations were being IDfl,de by France that Germany was 

withdrawing gold supplies, via Holland, from the United 

Ki ngdom* ) .  Although the Foreign Offi ce and the Board 

of Trade made one or two suggesti ons in an opposite 

sense ( in 1916 and 1917 ) the Treasury concurred in the 

Bank ' s  view, and no direct gener'al prohibition of export, 

except in the matter of gold l eaf, gold liquid and gold 

paint, was imposed+ unti l the Spring of 1919 , when the 

existing restraint s ,  inf'ol'na. l and otherwis e ,  were no 

longer sufficient. 

B e tween August 1914 and the end of July 1915 

there waB a large internal ab�orption of gold, the Bank 

of England losing nearly £22, 000, 000. This was to some 

extent due to the fact that Woolwich Arsena l, the Dock-

yal'ds at Portsmouth and Devonport, the torpedo works at 

*In the House of C ommons , 17th May 1915, i t  was suggested 
that the Bank of England by cashing the Notes of Belgian 
refugees in sovereigns ( lI s ome 10, 000 sovereigns weekly" ) 
had faci litated the eff'ol'ts of' German Agents . In reply 
it was not denied that some such expo.et had taken place 
but it was said meaSUl'es had been taken to diminish the 
evi l .  (Vide also National Bank of Be lgium i n  Chapter on 
"Central Banking and Central Banks " ) .  

+In 1914 Enemy Aliens leaving the country were examined 
by Aliens Of'f'icers and the Police and the practice was 
adopted of not a l l owing them t o  take any considel�b le 
quantity of English gold out of' the country ; indeed i n  
De cember i t  appears they were limito::d t o  £ 1  gold . 
Allied Aliens, however, were not so restri cted. 
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GOLD. Gourook and other Government establishments were receiving EXPOR1f 

wages in gold,  a practice of which Lord Ctmliffe complained 

to Sir John Bradbury on 22nd April 1915· It  was alleged 

that \'/oolwich alone accounted for £EO/90, 000 a week. Later 

i t  waS found that other contractors ( to the Ministry of 

Munitions ) were paying wages in gold, and apparently it was 

not until near the end of 1915 that this wastage was stopped. 

It was feared that some of the gold was hoarded and some 

exported . 

In December 1915 we find the Treasury defining the 

situation in a letter to a London Bank: "there is  no general 

prohibition of the export of gold from this country. But 

gold like other articles i s  subject to Acts and Regulations 

relating to Trading \Vi th the Enemy and it is incumbent on the 

exporter to satisfy himself that no infringement of those 

Acts and Regulations is involved in any particular shipment," 

Gold was, in short, conditional contraband.  The general 

policy of the Bank and Govenl�ent was not to forbid the ex­

port of gold but to make it as difficult as possible to 

obtain,+ In the case of exports to Holland the gold had to 

be consigned to the Nederlands Overseas Trust , 

After 1915 Board of Customs & Excise and the Board 

of Trade were not permitted to publ ish any particulars of 

gold exports although their total value was given . * These 

-Instructions from Sir JoP� Bradbury to Commissioners of 
Customs & Excise L . 9/9/1916 (vide C. C . O . Genl . Corresp . 493) 

+e . g .  About February 1917 the Siamese Government attempted 
to withdraw £150, 000 gold againfl.t Notes but were eventual ly 
dissuaded . ( C . c. O. 490 ) 
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Gom figures however, together wi th the Returns for 1915. 

are most mis leading, as Government shipments are 

excluded therefrom. * 

In the Spring of' 1916, when the demand f or 

gold became persistent, the Cornhi l l  Committee seem to 

have negotiated with the Banks in order to p�event, as 

far as possible, any export of gold from this country, 

and s imilar steps were evidently taken to prevent 

Unctelwriters engaging in this class of business . Thus , 

according to the Government War Risks Office the in-

surance of g o l d  without special permi s s i on from the 

B oard of Trade was prohibited in May. Lloyds i s sued 

a notifi cetion dated 16th June 1916 in respect of ship­

ments of gold to Spain. 

Except in the case of the rationed trades , 

parti culars of g o l d  exports did not usually come before 

the Bank ' s  noti cet and when in Septemb e r  1917 a 

Proclamation was i ssued, taking effect from the 8th 

October, prohibiting the export) except under li cence 

of the War Trade Department, of a l l  goods to Norway, 

EXPORT 

*It may be mentioned here that on the 2nd August 1916 
the Bank of Eng land di scontinued its practice of pub­
li shing the dai ly movements of gold at the close of each 
day ' s  business. The Bankers ' Magazine commented on this 
change as f o l l ows ; -

"Since the outbreak of war these statements have had 
"to be ' censored' to s ome extent, in order, at first, to 

avoid giving indi cati ons that would suggest that any par­
t i cular ship ' s  cargo was likely to be of more than usual 
valu e ,  and more lately it has been found inadvisable to 
gt ve even a·n idea that bullion was moving to a particular 
quarter at a l l ,  and so details as to exports have been 
withhe ld. The weekly notification in the ' London Gazette ' 

" of the imports and exports of' bullion passing through 
"the Customs has also been dis continued. " 

The totals appeared in the �uarterly Returns of the 
Board of Trade , but particulars were not again pub lished 
in the Gazette unti l July 1919.  the Bank being anxious to 
bring back their gold from abroad before the matement was 
resumed .  
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GOLD Sweden , Denmark and Hol land, no appli cations to export 

gold appeal' to have been made to the Bank, . although the 

Treasury had a�ranged that li cences should be granted 

in the case of gold coin and s i lver coin and bul l i on if 

certified by the Bank of England as being exports 

necessa!� in the national interests. In effect there-

fore this Proclamation was to debar the export of gold 

( and si lver ) to the four countries named only if the 

metals took the form of manufactured arti cles . S o  far 

as jewelle� was concerned, a later Order, dated 1 8th 

December 1918,  removed from the operation of the 

embargo imitation jewel lery and t ljewellery real, mounted 

with preci ous stones, except solid al�i cles of gold or 

si Iver and except articles containing platinum. " 

Thus , during hostilities the export of gold was 

officially permitted, except for enemy benefit, though 

but small supplies were re leased ; and imports were re-

stricted. After the Armistice the Bank ' s  policy was to 

rc-establish London to th
.
c �l'eateEtt extent possible in 

the position it formerly held as a gold market. The 

embargo on importEt was removed; but the question of ex-

ports remained one rul l  of difficu lty . A more definite 

control was now necessary until the cOuntl� should b e  

ready to return to a gold standard; yet it was i mportant 

that London should not lose the prestige and profit 

derived from the refining a·nd marketing of the world ' s  

main gold supplies, and i n  particular the output of the 

South African mines. Moreover, since in exchange for 

the fa,ci li ties given t o  the mines the Agreements exacted 

certain condi. tions, it was neceSflary that other exporters 

should not be placed in as favourab le position, - sti l l  
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GOLD less in a more favourab le one . The first step taken was 

the issuance of an Order in Counci l dated 1st Apri l  1919 

prohibi ting the export of "gold, coin and bullion" . * 

Neither this Order in Council nor any of the Orders 

end Proclam90tions whi ch it superseded mention that the 

prohibi tion was not so abso lute as to exclude Board of 

Trade li cences ; though in the Act of 1920 and Proclama­

tion of 7th February 1921 this exception was expressly 

referred to, 

As soon as this Order in Counci l of Apri l 1919 

was i s sued it became necessary to formulate a policy 

to govern the granting of li cences ; and as s everal 

different classes of exports ar e involved i t  ,m 1 1  be 

convenient to divide the subject into the following 

groups ; -

( 1 )  Re-export of casual imports of bullion and coin 

( U contractU gold exports are dealt with under 

"Go ld Abroad" ) 

( 2 )  Re-export of by-product gold derived from 

jewellers t sweep, auriferous ores, s i  lver I 

lead, etc. 

( 3 )  " rrrade" exports,  Wholly manufactured arti cles ; 

gold leaf , gold liquid and gold paint. 

( 4 )  Miscellaneous . 

( 5 )  Gold and Si lver (Export Control etc. ) Act , and 

Proclarration, and position thel.'eunder. 

*rrhat i s ,  from Great Britain , The Dominions and 
Co lonies made such arrangements as seemed best t o  them 
or t o  the Colonial Office. 

It is of interest to note that on the 20th March 
1919 the London Exchange Corruni ttee recorrunended that ,  if' 
restriction were considered absolutely necessary eXl)orts 
should require a Government li cenoe and that withdraWals 
of gold from the Bank of' England should only be made 
subj ect · to the approval of' the Governors , 
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GOLD . 1 .  Casual re exports of go ld other than "sweep:' 

The re-export question was first raised in 

JulY 1919 and the Ban� informed the Treasury ( letter 

29/7/19)  that they saw "no harm in permitting re-export 

to any c ountry e i ther of gold shipped from abroad on 

through B i l l  of Lading (via England) to such cOQrytry. 

or of gold for which a specific re-export licence to 

such country (within 15 days of its arrival in England) 

has been obtained before shipment from the port of 

origin. " At the same time the Bank rec ommended t��t 

a certain consignment of gold on its way here from the 

United States of America for Trade purposes should not 

be given a licence for reuatriation ( a  concession asked 

for by S , Montagu & Co. ) 

The Bank continued to recommend ( for Mocatta 

& Goldsmid) various pal�els of gold for re-export some­

times in the fOI1!l in which they arrived . sometimes not, 

until February 1920 , when in view of the Bank ' s  readi­

ness to enter into further Agreements similar to the 

South African etc . , it was felt to be unreasonable that 

casual imports ,  especially from gold producing countries, 

should rece ive the same fac i l ities as those coming under 

the Agreements : in this month the Treasury appears to 

have reiterated to the Board of Trade the ir instructions 

that only jewellers ' swe�p (q. v. ) should be licensed, 

The Governor fully explained the Bank ' s  objection to the 
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GOLD. re-export of casual gold shipments in a letter to }flY , 

B1ackett on 5th May 1920 : -

"There are I think three reasons at least 

against the policy for issuing such l icences or of 

making any promise to consider the question of doing 

so,  viz : -

( 1 ) From enquiries made by us it appears to be 

impossible to exercise any effective control over 

gold exported under licence or to marry imports 

and re-exports with any accuracy . . . . . . . . 

( 2 )  The less we grant export licences for casual 

shipments the sooner in my opinion wi l l  gold be 

sent here for credit and' the more should our 

trade improve . The granting of such licences 

would tend to help American trade more than our 

own. This applies especial ly I think to 

Northern Europe . 

( 3 )  Had casual licences been allowed it would have 

been impossible to make contracts with South and 

West Africa and the Congo for the shipment to 

this country of the whole of the ir output . . . . .  . 

and any change in policy would .go far to influence the 

producers to terminate these c ontracts . 

The only alternative to our present policy 

is suspension of specie payments and the free import 

and export of gold, and I do not think that 
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GOLD. psychologically we ought to face that course at the 

present time . 

\'.Jhat we require and have thus far secured is  

, a  regular and large supply of gold for free sale in this 

marke t :  I suggest that any change of pol icy would tend 

to jeopardise that and would secure at best a small 

uncertain and irregular supply. " 

Notwithstanding the Treasury ' s  directions . 

the Board of Trade seem to have extended their licences 

to imported gold generally, a matter which came to the 

Bank ' s  notice in May and June and was the subject of a 

very strong remonstrance addressed to the Board by the 

Treasury*,  who requested that in future licences should 

be con fined to cases supported in writing by the Bank of 

England ( or Treasury) and to jewe l lers ' sweep . During 

some months therefore the policy pursued by the Board 

of Trade had been at variance with that adopted by the 

Treasury and Bank, w Lth the result that those who had 

approached the Bank or Treasury first were placed at a 

disadvantage. S . Montagu & Co.  were alleged to have 

benefited by this state of affairs . 

In July Mocatta & Goldsmid brought up 

specifically the question of gold imported on a through 

B i l l  of' Lading , and before replying the Bank referred to 

the Board of Customs and Excise who wrote as follows -

( 13/7/20 ) 

�Correspondenoe with Treasury in C. C. P. 71 D. fo. l64 & 167 . 
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"gold consigned on a through Bill of' Lading may be 

transhipped in this country without l icence, provided 

it is  entered as ' in transit ' .  

Temporary landing for transfer from one ship 

or port to another in Customs charge does not involve 

the requirement of a l icence provided this condition is 

complied with. 

If, however, the gold is entered as an 

importation a licence is required before it may be re­

exported. 11 

In order that a stricter supervision might be 

maintained and re-exports confined to "contract" gold, 

a fresh arrangement was made in Jul y 1920 , whereby all 

appl icants for export licences in respect of gold 

purchased in the market had to supply the Bank with a 

form giving ful l particulars of the desired export. 

Weekly returns of gold shipments were also furnished 

from the beginning of this month by Mocatta & Goldsmid, 

the Customs having provided weekly returns from April .  

In concluding this section it may be of 

interest to reproduce some comments made by Mocatta & 

Goldsmid in their Annual Circular for 1920.  

"During the early months of the year: licences 

for re-export were frequently obtainable for gold 

imported from various parts of the continent and e lse­

where, but these facilities have not been obtainable 
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for many months now, and this tends to drive away a 

certain amount of business from the London market to 

New York. 

In this connection, we would especially 

mention that the Indian Bazaars, who are accustomed 

to do practically a l l  their bu1 1 i on business in the 

London market, have been wan�ing to ship gold to this 

market and we have been obliged to inform them t}1.at it 

cannot be sold here, but must be shipped to New York. 

It wi l l  be observed that these restrictions are not 

especially directed against gold which might have a 

Soviet origin. Had this been the object, it could have 

been aChieved by requiring certificates of origin in 

regard to gold irnpor:ted from countries more or less 

contiguous to Russia, as is done by the United States 

Treasury before they will  purchase gold from those 

countries , 

Owing , however, to the reputation of London 

as the best market for gold, considerable amounts have 

been sent here in addition to some gold of possible 

Russian origin. As no licences could be obtained to 

export this gold , the only outlet for i t ,  other than 

the Bank of England , was for industrial purposes and, 

the supply being in excess of the demand, the price 

gradually fel l ,  business being done in December 
s S 

between 90/- and lOO/- per ounce fine . "  
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GOLD 2 .  Re-export of "by prodUct" go ld derived from 

Jewe llers ' sweep. auriferous ores. si lver and lead & 0 .  

The question of j ewe ll ers ' sweep came up i n  

February 1919 i n  conne ction with re-export, and it was 

represented to the Government by the Board of Trade that 

before the War thi s  oountry had carried on a oonsiderab le 

trade in refining sweep, s lags, etc. , whioh would be lost 

if li cences were not granted for the export of the re­

fined products . By nid-Apri l  the Bank and TreasuIY had 

agreed that the Board of Tra,de might grant li oences for 

jewel lers ' sweep provided tha,t the li cence should be 

" only va lid for 28 days from the date on whi ch it was 

gi ven" and "must be for a quantity not exceeding the gold 

imported by the applicant in the previ ous 28 days _ " The 

restriction of these faci lities to jewellers ' sweep was 

specia l ly requested by the Bank, who feared miners ' sweep , 

s lags, etc. , might be included. Other sweeps ccntinued 

to be dealt with tentatively and on the merits of each 

particular case . 

In June 1920, after the Treasury had remon­

strated with the B oard of Trade on the manner in which 

they had been granting li oences, the B oard asked the 

Trea?ury whether they "would agree that the certificate 

rendered in respect of j ewellers ' gold sweep imported 

into this country should refer to the import during the 
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GOLD . 28  days prior to date of app lication for export l icence 

and not to the 28  days prior to the date of exportation. 11 

The argument put forward by the Trade was t'b.at though 

28  days was ample time for refining sweeps from bul l i on 

or gold bars it was insufficient f'OT jewe l lers ' sweep, 

which contained a large proportion of dirt and but little 

gold. The Treasury refused to enlarge the Regulation, 

The position was aggravated by a fal l ing off' 

in the home trade , whi ch had previously offered a price 

c l osely approximating to the export value o f  gold, and 

stocks of unlioenced gold estimated at £125 · 000 had 

accUT!lulated .  The Board of Trade continued to remon-

strate , and the Bank instituted an enquiry into the 

whole question interviewing representatives of the J ead-

ing firms of smelters and refiners. The Bank would 

have liked to see the scheme include an arrangement for 

fixing the price of gold not avai lab le for export at a 

price which would render the �elting of gold coin for 

the home trade unremunerative , but this was not con-

s idered practicab l e .  On 14th October a scheme jointly 

concerted by the sme lters, refiners and the Bank and 

approved by the Treasury was brought into operation by 

the Board of Trade. This scheme was as follows -

Class "A" - To cover a 1 1  gold obtained :from 
" sweeps " and auriferous ore s .  

The Bank to be fUrnished in respect o f  each 

parc e l  of gold with a certificate or affidavit from the 

2 1 6  

EXPOR'r 

Bank of England Archive (M7/157)



THE BANK OF ENGLAND, 1914-1921. 

CHAPrER V 

GOLD &'ID S ILVER . 

GOLD . approved firm of sme lters and refiners who have dealt 

with the parce l )  such certificate or affidavit with B i l l  

of' Lading attached to give the name of the· consignor with 

particulars of any instructions given by him regarding 

the disposal of the gold, the name of the ship on which 

the re lative " sweep" or ore arrived, and ful1 details of 

the c onsignment such as number of pac��es , weight of 

materia l ,  gold contents and date of clearance from Customs . 

The following firms of s�e lters and refiners to 

oonstitute the approved list -

Johnson Matthey & Co . 

Johnson & SODS 

Sheffield Sme lting Co. 

Lees & Sanders 

J .  Betts & Sons . 

It was to be understood that no information 

regarding transactions of this Class was to be disclosed 

by the Bank of England to any person connected with the 

bullion trade . 

Class " B "  - To cover a l l  gold contents of silver 
and lead imported by desilverisers. 

The importers to supply Rothschilds , Jop�son 

Matthey & C o .  or Johnson & Sons with copies of the B i l ls 

of Lading of each cons ignment and relative Assay Certifi-

cates as evidence of the gold contents , together with 

particulars of any instructions received from the 

consignors regarding the disposal of the gold,  and the 
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G9LD. firms named to f·urnish the Eank of England with an 

affidavi t se�ting forth the nature, circumstances, date , 

etc . .  , of each importation . 

Export of gold derived under 
Classes "A" and "B" .  

Where the gold was to be exporte:d to a 

particular' destination named by the consignor: the re-

fined gold to be del ivered to the Bank of England, who 

on receipt and approval of the documents specified 

above would pack and despatch it in accordance with the 

instructions furnished by the consignor. No payment 

to be made to the Bank for the ir services other than 

the actual amount of out-of-pocket expenses incurred 

by them in despatching the gold.  

\'/here the gold was to be sold in the market, 

whether for export or to the Trade,  the refined gold 

to be del ivered to Rothschilds to be realised by them 

to the best advantage . If sold for export, the gold 

to be packed and despatched by Rothschilds , for the 

issue to whom of the requisite l l cence arrangements 

would be made by the Bank of England after receipt 

and approval by them of the documents specified above . 

Al l gold exported to be despatched within 

60 days from the date on which the relative import was 

c leared from Customs . 
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Except as above stated no export licences to be 

issued 

The above arrange�ent to be subject to termina-

tion at two months ' notice on either side . 

Mocatta & Goldsmid took exception to the scheme 

on the ground that 60 days was insufficient, stating that 

90 days was a more reasonable period, They also objected 

to Rothschilds having the monopoly under the scheme ; no 

alteration however was made . 

3 .  "Trade" exports eta . 

These are dealt with in petsil under the "Dental 

and Pottery Trades" , "Jewellery Trade " ,  etc . There seems 

never to have been any intention to restrict the exporta-

tion of wholly manufactured gold articles (unless in 

conjunction with all  other articles) with the exception of' 

gold leaf', gold l iquid and gold paint . Gold liquid, 

however, has since been def'ined by the Treasury ( 15/2/21 

C . C . O . 493/871  as a wholly manufactured article.  It may 

be we} l to recapitulate here the Orders in Council af'f'ect­

ing these -

10th May 1916  Export of gold leaf to a l l  
destinations prohibited. 

10th May 1917 Export of gold leaf to a l l  
destinations prohibited : also 
gold paint to non-Allied 
European countries and Russian 
Ba1 tic ports. 
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12th April 1918 Abso lute prohibition of export 
o f' "gold JiQ,ujd ' . , .  and all 
other pigments containing gold 11 • 

1st April 1919  "Gold leaf' and l iquid " :  export 
permitted. 

4 .  Miscel laneous 

Leakage of coin through post and ports .  

In September 1920 the case of an American quack 

doctor, who had circularised his English cl ients sugge sting 

they should remit by posting gold coins in registered 

enve lope s ,  called the Bank ' s  and the Treasury ' s  attention 

to a leakage possibly large enough to warrant the special 

care of the Post Office ; and in October the Ban1-:' s 

Liverpool Branch were offered £1 , 000 of American Eagles by 

some Shipping Agents , who stated that they usually disposed 

of such coins "by sell ing through ships leaving this port 

for the States "  ( at a figure near the export price ) .  The 

firm had acted in good faith and were supposed to have 

discontinued the ir practi ce j and the Customs Authoriti e s :  

to whose notice this matter was brought, thought the 

amount of gold coin pass ing out of the c ountry in this way 

was negligible, and that no further efforts on their part 

to stop it were possible � 

5 . The Gold and Silver (Export Control &c . )  Act 

December 1920.  

Owing to the fact that upon the ratification of 
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GOLD. the Hungarian and Turkish Treaties the official date 

for the termination of the War would have to be fixed, 

af'ter which the existing powers of' c ontrol would cease, 

it became necessary to pass a B i l l  to restrain the 

export and melting etc . of gold and s i lver , 

The B i l l  took power to prohibit the export , 

except under licence, of gold and s i l ver coin and 

bullion, and defined "bullion" as inc l uding "gold or 

s i lver partly manufactured. " In the first draft the 

definition included also "any mixture or alloy contain-

ing not less than 50% of' gold or s i lver. 11 The absence 

of' statutory definitions of bul lion and of "partly 

manufactured" was found 1l.l1satisfactory by the Bank and 

subsequently by the House of Commons , but the Treasury 

contended that "a Court should have no difficulty in 

interpreting these phrase s . " The Bank thought the 

permi ssion to export alloys containing as much as 50% 

gold would be going much too far and would encourage 

melting and the export o f  hitherto unlicenced gold : the 

mention of any percentage was therefore ?ropped out . 

There was no intention to prevent the export of wholly 

manufactured article s .  

The next difficulty was to guard against any 

possible misrepresentation in South Africa, it being 

feared that the producers would regard the B i l l  as an 

attempt by Par�iament to obtain power to override their 

Agreement made with the Bank as di stinct from the 

2 2 1  

'eXPORT 

Bank of England Archive (M7/157)



THE BANK OF ENQl.ANO, 1 91"-1\121. 

CHAPTER V 

GOLD lu'ID SILVER . 

GOLD. Government . A special clause to cover any possible 

objections on this head was introduced into the B i l l ,  

which became J aw on 23rd December 192 0 .  

This B i l l  covered e xport and melting, but 

requir�d a Proclamation to give effect to the export 

provisions. The Procla"!1ation was issued on the 7th 

February 1921 and took full advantage of the powers 

conferred by the B i l l  except in regard to silver 

bullion,  the export of which it did not forbid . 

The position with regard to gold exports 

thenceforward became as follows -

1 .  Neither gold coin nor gold bul lion might be 

exported without a Board of Trade licence, 

but "contract "  gold produced within the 

Empire was specially safeguarded from 

in terf'erence . 

2 .  All who l ly manufactured gold articles might 

be exported without l icence. 

3 .  Partly manufactured gold and any mixture or 

alloy containing gold could not be exported 

without licence . 

Licences would be granted to certain sweep 

and alloys fulfilling prescribed conditions. Other 

non-"contract" re-exports, 1 .  e "  re-export of casual 

imports , were not ordinarily to be permitted. 

The chief difficulties that remained were 

to determine from time to time as occasion arose : -
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1 .  What was and what was not a wholly manufactured 

article : 

2 .  \\1hether, in the case of' what was technically a 

wholly manuf.actured article c ontaining gold. 

it would be permissible to prevent its export 

if' the premium on the gold in it exceeded the 

cost of' the workmanship: 

3 .  What proportion the gold in an alloy might bear 

to the Whole without the export be ing 

prohib i ted . 
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RESTRICTION OF CERTAIN GOLD SHIPMElNTS 

Gold shipments between Neutrals : 
endeavours to prevent Banks e,nd British Shipping 

and Insurance Companies from taking part . 

The endeavours of the British Government and 

the Bank of England to exercise some sort of control in 

conne ction with the shipment of gold between neutral 

countries had two objects . As regards the country of 

receipt, if that country were in E.'urope, the desire was 

to ensure as far as possible that no enemy nation should 

benefi t .  The country from whi ch shipments were made 

was in nearly every instance the Uni ted States ( or Cuba ) 

and the Bank ' s  obj ection consisted i n  the fact that such 

exports would pro tanto neutralise Great Britain ' s  

efforts t o  maintain the American exchange, the greater 

part of the gold leaving the United States having to be 

made good from London . 'rhe princi :r;e. l  shi pments whi ch 

the Bank endeavoured to restrain were those to Holland 

and to Spain . These and certain other transactions are 

dealt with separately below. There were also at various 

times �hipments from the United States to the East and to 

South America. The movements to the East were, in part , 

arranged through Indian and other Banks in London : by 
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October 1916* the Bank c laimed that they had succeeded 

in stopping them, 

The Bank ' s  restraint upon Bankers consi�ted 

either of direct persuasion, or was exercised through 

the Cornhi ll C ommittee or the Mini stry of B lo ckade. 

rrhe letter , acting upon the Bank ' s  request supported 

by the Cornhi ll Committee, circulated the Banks on the 

subject in August 1916 . A year later, however, the 

Ministry withdrew the directions contained in this 

noti ce . 

To put pressure on Bankers alone was found 

to be insuffici ent and it was felt necessary to adopt 

further measures . In June 1916 the Governor had 

expressed a hope that a regulation would be made pre-

venting concerns here from undertaking Arbi trage 

transections in the exchanges of neutral countri e s ,  and 

in the Summer and Autumn of 1916 the question arose 

whether and if so what steps should be taken to 

prevent British Shipping and Insurance Companies from 

taking part in these shipments of gold between neutrals . 

The Cornhi l l  Co��ttee appear to have approached the 

Insurance C ompanies and Underwriters, and on the 3rd 

August 1916 Lloyds notified Underwriters that they must 

not insure shipments of gold from the United States of 

America to Spain . 

�The United States Treasury appear to have issued a notice 
about this time stating that it was unde s i rable that any 
Bank doing busines� in Great Britain should faci l i tate ship­
ments of gold from Grea,t Britain or from the United States 
of America or Canada to any part of the world, This intima­
tion was not , it seems , suff i o i ent to put an end to the 
shipments from the United States to South America. 
( vide C .. C .  P.  7 lB  32 ) 
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RESTRICT ION OF CERTAIN GOLD SHIPMENTS . 

In Ootober the London Exchange C ommittee 

urged the Treas�J t o  take steps t o  restrain the Shi p ­

pmg Companies and i n  November the Banks , a t  the instance 

of the Cornhill Committee, asked the Treasu�J to i ssue 

precise instructions t o  the Insurance Companies and to 

L l oyds requesting them t o  refrain from this o l ass of 

busine s s ,  and to advise the ir fore ign oorrespondents t o  

do l ikewise , except under special permi s s i on .  

Vii th regard t o  shipping the Treasury did not 

think it expedient to adopt the London Exchange 

Committee ' s  suggestion, and as regards insurance they 

were at first unwilling to take action, on the grounds 

that : 

( a )  prohib i t i on would only hamper gold movements t o  

a limited extent : 

( b )  profitable business would be transferred t o  

neutral firms, whioh would tend t o  turn the 

foreign exchanges s t i l l  further against this 

c ount�J : 

( c )  the benefit t o  the exohange between this count�J 

and the ocuntry of export would be partly offset 

by damage to the exchange between this c ountry 

and the country of import . 

To these three pOints the London Exchange Committee 

replied that without the participation of British firms 
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RESTRICTI O� OF CERTAIN GOLD SHIPMENTS 

on ly a limited amount o� underwriting of gold could be 

effected: the second objecti.on was regarded as negligible 

end with regard to the third, they considered the Ameri can 

exche..nge pe..ramount . 

On the 27th December, accordingly, the B oard of 

Trade issued to -British Insura�ce ' C ompan�es and Under­

writers a circular to the required et'f'ect ; *  on the ' 16th 

December Lloyds had given noti.ce the,t no neutral shipments 

were t o  be insured. But on account of representations 

from the Foreign Offi ce the Treasury decided to take no 

action with regard to the Shipping Compani es , especially as 

the withdrawal of British shipping from the inter-neutral 

traffi c  was beooming more and more complete. 

In March 1917 the In�titute of London Under-

writers protested against the embargo laid upon them, but 

the Treasury, backed up by the London ExChange C ommittee, 

who pointed out that Bankers and bul li on dealers also 

suffered, refused to remove i t .  At the beginning of 

Apri l ,  however, in vi ew of repres entati ons reede by the 

Secretary of the Ameri can Treasury respe cting shipments 

from the United States to the Argentine, the restri ctions 

were removed, in spite of a protest from Lord Cunliffe, 

'It wes understood that the B oard of Trade asked the French 
Authorities to take simi lar Bction, and in support of the 
poli c,v Lord Cunliffe wrote to the Governor of the Bank of 
France on 2qth December 1916 , '  The action taken as regards 
Great Britain was not considered nearly drastic enough by 
the Exchange C ommittee (vide their letter of 2 . 1 . 1917 to 
Tree,sury ) . 
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who stated i ncid ental l y  that he f ear ed the mai n obj e ct of 

the p ar ti cular shi pments to the Arg enti ne r ef er r ed to mig ht 

be to co ver enemy tr ansf er s  thi ther, ei ther for saf ety 1 s 

sa ke or for the pur cha se and stor ag e of mer cha ndi se. 

The ma tter did no t end her e, f o r  i n  Augu st the 

Lo ndo n E xchang e Commi ttee dr af ted a tel egr am whi ch Lord 

Cunliff e per suad ed the Tr easury to send to Sir Hard man 

L ever i n  Am eri ca. T he ter ms of thi s telegr am, sent the 

21 st Aug ust 1917 , wer e  as fol lo ws: -

"Fr o m conver sati o n  wi th Lord Cunliff e we l ear n 

"that befor e he lef t Ameri ca he di scu ssed very f ul l y wi th 

" Mr ,  McA.doo and the F ed er al R eser ve Boerd the questi on of 

" pr eventi ng so f ar e. s po ssib l e  shi pment e nd i nsurance of 

"Go ld fro m  U ni ted States of Ameri ca wi tho ut dir ectly pro-

" hi bi ti ng such b usi ness. We und er stand that b o t h  wer e 

" very nruc h  i n  f avo ur of thi s po li cy and agr eed that whi l e  

"the busi. ness mu st no t be d efi ni tely pro hi bi ted y et i t  

"sho uld b e  m ad e  kno wn that i t  i s  ag ai nst the publi c 

"i. nter est to t ake par t  i n  such shi pment a nd ' that Ba nks 

"Insurance Co mpani es and Shi pper s sho uld b e  di ssuad ed 

"fro m taki ng par t  i n  the ex por t of' G o ld .  I t  was tho ught 

"that the ad o pti on of' thi s co ur se wo uld wi th li ttl e do ub t  

" have the d esir ed eff ect c nd Lord Cunliff e states th.e t he 

"pro mi sed to take up the questi o n  wi th us o n  hi s r etur n to 
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"England . The p o l i cy  out lined ab ove has been adopted 

"by the Bank of' England with good effect here up to the 

" present and the Bank of Eng land wish of course to act 

" in the matter as the British and Uni. ted States Govern-

" ments rray desire . The question is one upon which i t  

" i s  essential that our Government end that of the United 

"States should be in accord and we are particularly 

" axious therefore that there should be no misW'lderstanding 

" t n  the matter. Please take the question up again with 

"Mr. McAdoo and cab le whether he wishes us to faoilitate or 

" t o  discourege the shi pment and insurance of Gold from the 

"United Stetes of America to other countries . 11 

Added by Chancellor of the Exchequer . 

" Of' course you understand that I should be 

" re luctant to impose disab i lities on our Banks and I n ­

" surance Compani es unless si.milar disab i lities are imposed 

" i n  the United States . "  

This move was very successful for the Government 

o� the United States prohibited as �rom the lOth September 

1917 all export of coin , bullion and currency from the 

United States or its territorial pos�essions except under 

licence to b e  issued by the :E'ederel Reserve B oard under 

directions from the Se cretary of the United States Treasury. 

I].'he Government further ce.used it to be understood that 

li cences would only be issued in favour of exports t o  

countries where there was a trade balance against the 

United States necessitating such export. 
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The British Government thereupon asked the 

Be,nkers r Clearing House to notify all Bankers in the 

, United Kingdom, and themse lves informed Shippers and 

Underwriters , that evidence that a li cence had been ob­

tained should be requi red bef'ore any facilities were 

granted by them. 

Shipments to Holland 

rfue Bank were inclined to take exception to the 

shipment of' gold from the United States to Holland, partly 

becaur,e of' its effect on the sterling-dollar exchange and 

also because feer was entertained that the gold might 

ultimately reach the Rei chsbank, or that enemy countries 

might benefit in s ome other manner. It was in 1915 and 

1916 that this question was most to the fore. On the 20th 

November 1915, the Bank wrote t o  the Foreign Offi ce that 

i t  was important to discourage as far as possible all such 

movements of gold . A flow of gold to Holland from America 

was , neverthe les s ,  at thts time, natural because the 

exchange was considerably tn favour of the former country, 

and the Bank conceded that it was better, because more ex­

pensive, that gold should reach Holland via the Untted 

St!:"tes rather than come direct from this country (whence it 

also tended to be exported t o  Holland ) ,  as it would take a 

still lower exchange to move the metal in that indirect 

fashion than to move it direct . � 

'L. 17/1 1/ 15 from Deputy Governor to Foreign Office,  
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Among other bodies before whom consideration 

of' the question came was the Contraband Committee,  who 

apparently, in default of' precise data, were inclined, 

towards the end of' 1915, to permit entire freedom to 

the traffio . By the 1 7th Janua�J 1916 , the Bank seem 

to have �urther re laxed their opposition, since Samuel 

Montag� & Co,  were informed that gold might then be 

shipped from the United States to Holland provided that 

it.was made absolutely clear that no enern;y would benefit. 

And when, in March 1916, � shipments from the Guaranty 

Trust Company, United States of' America to Amsterdam of' 

� 1 , 500! OOO took place and the French Ambassador raised 

the question of their legitimacy through the British 

Foreign Office , the Bank said that the matter was not 

one in which either they or the London Exchange Committee 

could intervene . 

The Foreign Office Vlere disturbed in this month 

at the existence of' gold "set aside " in New York at the 

*About this time the American Government asked that an 
assurance might be given that gold sent to Holland by 
American citizens in payment for diamonds purchased there 
would not be seized. The Bank, commenting on this 
request, pointed out that the Dutch trade in diamonds, 
unless ef'fectively controlled, providede.n easy channel of 
leakage for the benefit of the enemy , and that the trade 
should be entirely in the hands of a Committee wpich had 
been established in Amsterdam for this purpose under the 
auspices of the British Government . 

2 3 1  
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Federal Reserve Bank for the Netherlands Overseas r,(lrust � 

and by transactions there on account of certain suspect 

Dutch Houses . The Foreign Office were negotiating with 

the Nether lands Overseas Trust with a view to the latter 

regulating, inter alia, gold shipments from New York t o  

H o l land, and the Bank were asked their opinion. Lord 

Cunliffe replied implying that if the Trust "would 

undertake to make enquiries and to exact the neces'sary 

guarantees " there would be no obj ection. At thi s time 

he considered that shipments t o  Holland were likely to be 

reduced by reason of the fact that the Netherlands Bank 

had also recently earmarked go ld in New York. 

Earlier, one congignment of gold had actually 

been seized as contraband of War and became the subject of 

proceedings in the Prize Court . This was a shipment of 

�500, 000 gold on the s .  s .  " Rotterdam" which took place in March 

1915 from New York t o  Rotterdam for Boissevain & Co. of Am�terdam, 

*The Netherlands Ove�seas Trust was formed at the Hague in 
November 1914 and was composed of the princi pa l  shi powners 
and merchants and bankers of the Netherlands . '.rhe Trust 
acted as intermediary in arranging for the impo"rtation into 
the Netherlands of arti cles which were requir�d for a ctual 
consumption in that country . Such goods might be consigned 
to the order of the Trust. 

In view of the composition of the Trust and of the 
mutual respons ibi lity of its members, His Majesty ' s  Govern­
ment, in common with other belligerent governments , accepted 
the consignment of goods to the TI�St as a guarantee that 
such goods were destined for home consumption in the Nether­
lands end would not be re-exported to the other belligerents . 

A copy of the Trust ' s  Memorandum and Arti cles of 
Association wi l l  be found in C. C . 0. Corres . F o lder -490 for 
the year 1923 . ( See also 'Economi st'  of 1st and 15th Apri l 
1916 . ) . 

Agreements concerning the shipment of securities to and 
from Hol land were embodied in following circular letters , 
issued by the F'inance Section , Forei gn lJ.'rade Dept. , F .  O .  

A . B. /M. 20075 16/ 1 1/16 
E . J . /L. N. 105 1 1  25/ 10/17 
E . J . /L. N. 3652 27/ 3/18 
E . J . /L. N. 8900 14/ 8/ 1 8  

and were a l l  determined by F' .  O. letter 108520/X/ 1l50 o f  12/8/ 19.  
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from their Amer ioan House . Boissevain & C o .  had fal len under 

suspicion, but the Netherlands Overseas Trust intervened on 

their behalf and the Bank of England, when oonsulted in Novem­

ber 1915, thought lenienoy might be shown unless it could be 

proved that the shipment was in German interests . Neverthe less 

proceedings were instituted and it was arranged that the 

Netherlands Bank should "set aside" the amount of gold involved 

and hold it to the order of the Bank of England pending the 

de cision of the British Prize Court. The earmarking of this 

gold took place on the 7th November 1916 and a oertificate was 

furnished which was regarded as sufficient evidence , though the 

Bank of England had expressed the ir wi l l ingness to "set aside" 

the gold here if the document was not satisfactory . The 

oertificate was held by the Bank sub j ect to an Order of Court. 

The Prize Court proceedings dragged on for some time , the Bank 

of England being occasionally consulted in the matter, Unti l  

July 1919 when the Bank were informed that the case had been 

" settled by the withdrawal of the claim for condemnati on " ,  the 

release of the gold being accepted by the claimants in final 

settlement of all  claims. An Order for the release of the 

Netherlands Bank ' s  certificate was made on the 26th August 1919 , 

Shipments to Spa,in .  

Owing t o  the fact that after the outbreak of War 

Spain soon acquired a favourab le trade balance ,  gold sliipments 

to that countrJ be came frequent. The Bank of England desired, 
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however, that every possible obstaole should be placed 

in their way , especially when made from the United States ,  

because the greater part of the gold leaving that c ount�J 

had to be made good from London, It was found that the 

firms of Samue l Montagu & Co" Kle inwort & Co. , and the 

South American Banks were fac i litating shipments of this 

,nature ; they were warned generally to avoid dealings with 

neutrals having enemy sympathies. The shipments, however ,  

continued and on the 14th August 1916 ,  'Lord Cunliffe wrote 

to the Foreign Office saying that the Bank had been cogni­

sant of them for some time and had been doing its best "to 

control or rather modifY them " . . .  "This has been thoroughly 

enlarged upon with Messrs. Kle inwort, Samuel Montagu and 

other of'fenders " .  In September, the Bank expressed agree-

ment with the British Vice Consul at Corunna who thought 

it was " saf'er to place every obstacle in the way of' Bankers 

bringing gold to Spain from the United Stat�s even should 

its ultimate destination be the Bank of Spain " .  By the 

11th October 1916,  the Bank claimed that they had succeeded 

in practically stopping Shipments to Spain by South American 

Banks establ ished in England . They approved a Foreign 

Of'fice telegram advis ing the Irving" National Bank of' New 

York that a proposed shipment to Spain "WOUld be subject to 

rules of' Internati onal Law . . .  re lating to oontraband" .  

Neverthe less, between November 1916 and March 
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1 9 1 7  notifications of shipments from the United States 

and Cuba to Spain continued to be received from the 

Foreign Office . At the beginning of the last named 

month, the Foreign Office enquired if further reports 

should be fUrnished and the Bank replied that, while 

these were not necessary, the Governors were sti l l  

strongly of opinion that the shipments should be dis­

couraged as much as possible . The Foreign Office was 

requested to do what i t  could to assist in the matter, 

the Bank now admitting that their efforts had hitherto 

failed of success . Further reference to shipments to 

Spain from the United States (and from the Bank of 

England) w i l l  be found in the chapter on Central Banks , 

Bank of Spain . 

Certain other Shipments . 

In July 1915 the Commonwealth Government 

proposed to prohibit the export of gold from Australia, 

but the Treasury informed them that the maintenance of 

the exchange between the United States and the United 

Kingdom was of vital importance, that His Majesty ' s  

Government were press ing France and Russia to provide 

gold for this purpose, and that it would strengthen 

their hands and be generally advantageous if Australia 

would permit the free exportation of gold to Amerioa. 

2 3 5  
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In September the Bank observed that gold coin 

was be ing remitted regularly from E�Jpt to Turkey, about 

£100, 000 during e ight months having been shipped from 

December 1914 to July 1915. It was understood that these 

remittances were destined for Jaffa , for the American 

Jewish Re lief Society. The Bank represented that Egypt ' s  

losse s of' gold genera l ly "  have to be made good by London 

and that although these movements might in one respect be 

regarded as equivalent to exports to America, the gold did 

not remain with the Americans but passed directly to bene­

fit the ene�. The Foreign Office accordingly decided 

that in future appli cations for the export of gold to Syria 

should as a general rule be refUsed. 

The Royal Bank of Canada approached the Bank in 

November to request permission to ship £500, 000 gold from 

London t o  New York, the reason stated be ing that they held 

in London large balances arising out of West Indian trade . 

The app l i cation was referred to the Treasury who asked the 

Royal Bank of Canada to t�J and find employment in London 

for the funds in question . 

At the end of 1916 the Yckohama Specie Bank 

proposed to ship gold from Japan to India, and the Bank, 

c ons idering that the result of such a transaction would 

be that s o oner or later they would have to make good what 

Japan l os t , asked for the views of the Treasury. The 
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Treasury informed the India Office that they would be g lad 

if' the importation of g o ld into India could be prohibited , 

a request of whi ch the Bank di sapproved unless gold imported 

by the Bank of' England , from South Africa were excepted. 

Some £500 , 000 gold was, aocording to Mr .Kengo Mori , *' shipped 

to India from Japan by the middle of March 1917 and a 

further 6 months requirements were estimated at £4, 800 , 000. + 

Upon reoeiving this information, Lord CW11if'fe wrote, " 1  

"Imlst admit that t o  curtei l the sale of Counci l drafts and 

"then tax imported cotton goods would imply that the Indian 

"financi.ers wished to drive exporters of' Indian produce to 

"ghi P gold a,s the on ly medium of �xchang e .  

'However , I daresay it is improper for me t o  

"criti cise and w e  must trust that this big loan that is 

'�eing rai sed in India wi l l  turn the exchanges long before 

¥-Phen Financial C ommissioner in London to the Japanese 
Goverrunent. 
+The exchange po licy imposed on the Yokohama Specie Bank 
in London by the Japanese Government as a result of repre­
sentati ons made by LOIU Cun liffe in the Summer of 1915 was 
the subjeot of a protest from the Financial Co�i.s�ion of 
that Government on the 15th Maroh 1917. Lord Cun1iffe had 
asked that Japan should refrein from sending gold to ��erica 
and from buying on the Ameri can exohang·e . As e.. result of 
complianoe with this request the Yokohama Speoie Bank was 
said to have aocumu lated in London some £50, 000, 000 for 
whioh there was no suffi cient out let , leading to a 5% rise 
in the exchange rate charged by that Bank. It was claimed 
that this policy drove buyers to quarters other than the 
Yokoharna Bank and that the resu ltant operations were ul­
timately settled thl�ough the medium of the Ameri can exchange, 
a situation unsatisfactory to Great Britain as well as to 
Japan. An interview wi th the Bank of Eng land appears to 
have ensued but no record can be found of its outcome . 
( v , C " C . p. ? lA fo. 1 8 1 . ) 
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" i  t i s  neces sary for you to import the £4 , 000, 000 of' gold, 

"which will have to be collected by Japan in either America 

"or Russia" . (On 29th June 1917 the Government of' India 

issued an Ordinance requiring all gold imported into India 

to be tendered to the Government at a fixed price, at first 

Rs . 15 to the £. Later, a price was settled which was 

unattractive to importers ) .  
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., • . .  The gold mines of the world oontinue to 

" produoe at the rate of about £90, 000, 000 a year, with 

"most of the former outlets for it closed • . .  

" Gold may poss ibly come in unprecedented 

" quantities on a surfe ited and unw illing market . Pre-

" o is ely at that moment of' time when the world i s  most 

" s hort of real capital, ther'3 will be the greatest 

11 appearanoe of monetary eas e .  The ooincidence o f  an 

" extreme ablmdance of money with an extreme urgency 

" f or goods must necessarily br ing with it a greatly 

" d iminis hed puro hasing power of the former. • . .  

" Those who are inclined to be guided by past 

" experienoe must not forget that in one respect of the 

" utmost importanoe the present monetary pOSit ion is 

" absolutely without precedent .  It has never happened 

"before at a time of crisis t hat those countries, which 

" are under th0 most urgent n ecess i ty of remitting in 

" oash what they owe or for what they need to purohase, 

" have possessed vast quantities of gold wherewith in 

" the last resort to make s uc h  remittances. The volume 

" of oredi t currenoy of one form or another which is now 

t1 in use is , of course, much greater than at any f ormer 

" t ime . But the prooess ,  whioh has been going on during 

" the last twenty years and which the abundance of gold 
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"has made possible , of putting most of the fiduciary 

" currencies of the world on a ' s ound ' bas is by supplying 

" l arge central reserves of gold f'or their support, has 

" the ef'fect of' increasing at a crisis the available 

" s  tack of' gold . For it is poss ible at a t ime of strain 

" to expand the f iduciary currencies in the old-fashioned 

"way and at the same time to release the gold, returning 

" to the former relatively ' unsound ' ,  but perfectly 

"feas ible , bas is . "  

(J .M.Keynes, writing in 1914 [Economic Journal, December 
1914, " The Prospects of Money, November 1914 . "J ) 
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GOLD PRODUCED ABROAD 

GOLD HELD ABROAD 

GOLD SHIPPED ABROAD 

(See also Section on London Exchange Committee ) 

Montreal 

Ottawa 

New York 

CANADA 

Bank of England Account . 

Bank of England Account . 

H .M .G_overnment Account . 

Ottawa Mint . 

Note on total gold dealt with at Ottaw a .  

U .S .A, 

R .M .Gover.nment Account . 

Bank of England Account . 

Note o� total g o ld dealt with in New York . 
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Bank or England Acoount 

On the 8th August 1914 an arrangement was made with 

Me ssrs . Morgan, G renfell & C o  . whe reby the Bank of England 

shoul d  c re dit the forme r ' s  acc ount against Ame r i can G ol d  C oin, 

deposited to the Bank ' s  order on the i r  behalf with the Bank 

of Mont rea 1, Montrea 1. 

Between the 8th and '18th A ugust O Z8.71, 20 4 ·  925 of 

eagles we re so de posited, advanoes ( £270, 727 ) being m a de i n  
8 d 

L ondon at 76/-t per o z .  (the same prioe as that offere d by the 

Bank for deposits at ottawa ) .  Sh ortly after, i n  Septembe r, 

the Treasury wished t o  make a payment in Bermuda of £30,000 

and the Bank of Mont rea l  were aske d to release 30 , 000 sove-

reigns ror this purpose, re imbursing themselves from the gold 

held for the Bank of England. The sovereigns were taken by 

t ransport from Hal ifax, and on the 16th September the equiva-

lent , v i z., O zs. 7 , 8 4 6 ·  5 14 of United 

the Bank of' EnglaT!d. A balance of' 

State s Coin was debited t o  
s d 

O Z8 . 63, 3 58 · 411 (@ 76/3t = 

£24 1, 68 6 )  remained unt il July 1915 when (the American Exohange 

having moved against thiS C ount ry ) it was shipped t o  the New 

York Branoh of the Bank of Mont real, and handed by them t o  

*After th is date it appe ars that Morgans deposited at ottawa 
instead of' at Montreal . 
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J . p. Morgan & C o , on the 9th July, to be used in pa rt 

reduction o� the dollar advance to the Bank or England. 

(Vide "Bank of' England I B support of the American Exchange 

" 1915" ) 
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Receipts 

Bar Gold 

Ozs. std , 

1 9 14 

1915 & 
1916 

Bought at Ottewe 794 , 593 '790 

" " " 

1916/18 From S . Africa 

1916/ 19 Delivered by 
Ot te..wa Mint in 
lieu of si Iver 
or cash in 
settlement of 
refining South 
Afri can gold 

1916/17 From London 

1917 Received from 
( May )  H ,  M, Government 

in exchange 
for Bank ' s  
gold delivered 
by them 

, 1917/18 From Bombay 

1919 

From Brazi l 

From Borneo 

Adjustments on 
weighing 

50 , 543' 078 

17 , 814, 303' 185 

15 , 107' 192 

7 , 357 , 775'  578 

2 , 573 , 551' 055 

763, 654 ' 909 

9 , 03 1 '  686 

35 , 946' 2 16 

8 d 
Value @ 77/9 
£3 , 088, 983 

196, 486 

69 , 253, 104 

( a )  

( b ) 

( c ) 

5 8 , 729 

28 , 603 , 353 ( d )  

10 , 004, 680 ( e )  

2 , 968, 708 ( f )  

35, 1 1 1  ( g )  

139, 741 ( h )  

113 

OZ8 , 29, 414, 535' 775 £ 1 14, 349 , 008  
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1914 Bought at ottawa 

1915 " " " 

1916 " " .. 

U , S , A ,  Coin 

OZ8.  
4, 571, 872 ' 129 

37, 586' 550 

94 , 0 18' 580 

( a )  

( b )  

( b )  

B d 
OZ8,4, 703 , 477' 259 @ 76/3� � £17, 941, 806 

Sovereigns & Half-Sovereigns 

1914 Bought at Ottawa 

1915/16 .. from International 
Banking Corpo ration 

1916 Received from H. M. Government 
May in exchange 

1917 Shipped from London 

Russian Coin 

£28 , 249 

104, 500 

4 , 000, 000 

2, 120 , 000 

£6, 252, 749 

8 d 

(a ) 

(b ) 

( e )  

( d )  

Value @ 76/2t per OZ,  
O zs .  

1917 Shipped from London 311, 132' 400 £1, 185, 544 ( d) 
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Jauanese Coin 
s d 

Value @ 76/2t pe r oz. 

1914 Bought at Ottawa 
Ozs.  

249, 156' 080 £949, 388 ( a )  

French Coin 
s d 

Value @ 76/2t per oz.  
1917 

May Shipped from London 
O zs .  

1 , 415, 468' 936 £5, 393, 527 

4, 733, 787 June .. " " 1 , 242 , 328' 027 

O Z8 . 2 , 657, 796' 963 £10 , 127, 314 ( d) 

Sterl ing Summary 

Bar Go ld 

U . S .A . Coin 

Sovereigns 

RUBsian Coin 

Japanese Coin 

French Coin 

£114, 349 , 008 

17, 941, 806 

6 , 252, 749 

1, 185 , 544 

949, 388 

10, 127, 314 

£150, 805, 809 

( a )  Immediately after the outbreak of war the endeavour 

to remit funds from the United States to this Country made 

sterling almost unobtainab le in New York anu forced the 
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Exchange on London up to ( it is said) �5 and even �7 

(nomina l )  to the £ within a few days . In order to relieve 

this post tion arrangements were made between the Bank of' 

England and the Canadian High Commissioner for the Minister 

of Finance and Receiver General of canada to receive deposits 

of gold at ottawa on behalf of the Bank of England. 

The Bank issued a Memorandum, dated the lOth AuguS,t 

1914, expressing their willingness to purchase gold s o  

deposited at the following prices -
s d 

Bar Gold 77/6 per oz. std. 

United States Gold Coin 76/-�· per oz . 

DepOSits were to b e  made free of expense to the 

Bank, including all telegraphic charges .  The assay reports 

of the American Mints were to be accepted subject to the 

usual indemnity from the parties claiming payment in London 

and payments were to be made by the Bank on receipt of cable 

advi ces from the Finance Minister through the High 

Commissioner in London. 

The Canadian Government made no cha rge, beyond 

out-of-pocket expenses,  for holding the gold. 
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In compliance with a request rec.eived through the 

Finance Minister, the Bank agreed to make payment of the 

face value of depOSits leaving any neces sary adjustment to 

be made when the gold had been weighed. $250, 000 waB 

suggested as a minimum for depOSits in order to avoid giving 

the Ottawa Mint unnecessary troub l e ,  but the limit was not 

strictly kept to and waS subsequently reduced to �50 , OOO. 

The Bank later consented to accept the deposit of' sovereigns 

if' not below the " least current weight" as specified in the 

Co inage Act 1870, payment to be at f'ece value less 3d. per 

oz.  to def:re.y the cost of fre ight and insumnce. 

per oz.  

B 
Japanese gold coin could also be deposited at 76/-

The deuosit of Bank of England Notes in lieu of 

gold was not accepted. 

The Memorandum contained no reference to a time 

limit, b�t as the New York - London Exchange had become 

nearly no rmal by December 1914, the faci l ities offered were 

not made use of beyond that month, save for sundry special 

transaotions. 
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The first oons ignment a r rived on the 12th August 

249 

BANK OF' ENGLAND 
ACCOUNT 

from Kidder, Peabody & CO ' r  Boston, and the last on the 16th 

December from the Imperial Bank of Canada , ottawa . In a l l ,  

288 cons ignments were received. The following are 

particulars -

Nominal 
Value i n  Fine- Numb e r  of Actual value 

Dollars weight ne ss fine ounoes in Do l lars 

U . S . Co i n  jj85 , 081, 280 4, 571, 872' 12

J 
9/10 4 , 114, 684' 916 JJ85, 058 , 067' 08 

Oz. Gross 

Japanese 4 , 650 , 000 249, 156' 08 9/10 224, 240' 480 4, 635, 461' 09 
Yen O z . Gross 

Bar Gold 15, 057, 952' IS 794, 593' 79C 
Bri t, O z ,  Std, 

- 728, 37T 645 15 , 056 , 898' 85 

British 137, 478 ' 44 7 , 245' 460 11/12 6, 641' 670 137 , 2 95' 47 
Sovereigns Bri t, O z ,  Std, -

�104, 926, 710 ' 63 5, 073, 944' 7 1 1  :;jl04 , 887, 722' 49 

At f i rst New York did not transfer Gold to Ottawa 

as rapidly as was antiCipated. The following is a table of 

receipts : -
U, S , Co i n  Bar Gold 

August :;j8, 160 , 52O :;j5 , 765 , 534' 15 

September 18, 602, 695 4 , 002,  81T 10 

October 43, 476, 345 4, 528 , 106' 94 

Novemb er 14, 841, 720 761, 494 

December 

:;j85, 081, 280 JJ15, 057, 952, 19 

Bank of England Archive (M7/157)



GOl.Jl. 
(ABROAD ) 

THE BANK OF ENQLANO. 1\)1.-1921. 

CHAPfER V 

GOLD AND SILVER 

GOLD HELD ABROAD FOR ACCOUNT OF' H. M. GOVERNMENT 

AND BANK OF ENGLAND 

250 

CANADA OTTAWA BANK OF' ENGLAND 
ACCOUNT 

The sovereigns were lodged between 29th August and 16th 

December;  the yen between 20th October and 5th December. 

The largest cons ignment arrived on the lOth 

November from Messrs. J. p. Morgan & Co. ; the total amount 

received on that day was �10 , 817, 137· 49. 

Of the United States Coin $800 , 000 came on the 

22nd August from the post Office Department at Washington 

for account of the British Post Office. 

Of the 288 deliveries , 

166 were from New York 

39 .. .. Boston 

21 .. .. Philadelphia 

20 .. .. Chicago 

16 .. .. San Francisco. 

Expressed in sterl ing the amounts paid for gold 

deposited in 1914 were as fo llows ; -
s d 

Bar Gold 

Eagles, 

Sovereigns 

Japanese Yen 

£3 ,079 , 055 @ 77/6 per oz. std. 
s d 

17, 382, 639 @ 76/-t per oz. 

28, 158 @ face value less 3d. per oz. 
s 

946, 793 @ 76/- per oz. 

£21, 436, 645 
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( b ) These were special t ransactions at various prices, 

With the exception of $750 , 000 Eagles purchased from Barings 
s d 

�t 76/3� per o z . , all the deposits in 1915 and 1916 were 

made by the International Banking Co rpo rat ion , in exchange 

for sovereigns in London, which were released for shipment , 

mainly to Holland. 

The amounts pa id for 

Bar Gold 

Eagles 

Sovereigns 

1915 @ 

1915 @ 

1916 @ 

@ 

1 9 15 @ 

1916 @ 

s 
74/-

s d 
77/9 

this gold were : ­
s d 

77 /6 per oz.  

76/- .. .. 

76/-� .. .. 

76/3t .. .. 

to 72/6 .. .. 

77/9 .. .. 

to 77/- .. .. 

The prices were based on the exchange .  

£144 , 684 

50, 179 

142, 907 

153, 761 

196, 377 

24, 895 

78, 779 

£791, 582 

( a )  & ( b )  The total cost of a l l  gold received at Ottawa 

from the U . S . A .  and Canada and bought by the Bank was 

consequently -

1914 

1915/16 

£21, 436, 645 

791, 582 

£22, 228, 227 
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( 0 )  The a rrangements made for the shipments from South 

Africa are described in the South African Section. 

( d )  This gold was conveyed by warship in eleven voyag es, 

between April 1916 and July 1917, consignments varying in 

value from £868, 000 to over £4, 000, 000. 

( e )  Transferred to Bank to replace parcels of the Bank ' s  

gold which the Treasury had delivered to J . P. Morgan & Co. for 

Government account ; particulars of the gold are g iven under 

"Deliveries - Exchanges" . 

( f )  In the summer of 1917 the Bank of England considered 

that no us eful purpose could be served by the accumulation of 

unrefined gold in India, it having been arranged that 

s overeigns belonging to the Indian Faper Currency Reserve 

should be released in London against the receipt in India of 

sovereigns from Australia, and the Indian Government having 

accepted a recommendation. of Lord Cunliffe that the melting 

of coin in India should be prohibited. The Bank accordingly 

offered H. M. Treasury about £7 mil lions of raw gold held at 
s d 

B ombay at the price of 77/9 per oz.  std. and this gold, it was 

proposed, should be shipped to Ottawa. Before making 
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arrangements to this effect, the Bank , however, suggested 

that as American importers of jute &c. had payments to make 

to India , it might be possible to avoid expense and danger 

of lOBS by releas ing gold in India to American firms in 

exchange for gold to be paid over in America. But the 

Indian Government had recently issued an O rdinance under 

which they would acqui re all gold imported into India and 

they cons i dered the intention of this would be defeated by 

the Bank ' s  proposa l ,  which would lead indirectly, it waB 

also f'eared, to a withdrawal of rupees from the Paper 

Currency Reserve. 

The Indian Government offered, as an alternative, 

to release to the Bank of England gold which they expected 

to receive in the U .S .A .  against Rupee Exchange required for 

the purchase of jute, the Bank to deliver (from the Bombay 

stock) an equivalent amount of raw gold in Austra.lia ,  where 

it would be refined. But shipments to Australia were at 

this time very few in number;  three weeks I storage at 

Singapore would have been involved,  and much time must have 

elapsed before £7 mil lions could have been so disposed of. 

It was , therefore, decided to ship to Ottawa , via Hongkong, 

a safer j ourney than to London . The shipping arrangements 
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are described under the South Afri can Section and the go'ld 

was oonveyed between September 1917 and April 1918.  

In April 1918 the Bank received advice of' the 

p robable curtai lment of' the service from Hongkong to 

Vancouver .  Shipments were acco rdingly stopped, a.nd when in 

the fol lowing June they proposed to reoommence them, the 

T reasury decided to discontinue this method of dealing with 

the gold and to have the remainder refined at Bombay. The 

balance unshipped consisted of' about £4 m i l l i ons ( o f' which 

the Java Bank had a call upon £500 , 000 until the 26th April 

1 9 1 9  under the London Exchange Committee ' s  scheme in 

connection with the issue of' £l} m i l lions of' T reasury B i l ls ) .  

( g )  This figure represents gold received from the Ouro 

Freto Gol d  Mines in B raz i l  between October 1 9 1 7  and January 

1 9 1 8 .  The Mines customarily produced about £120 , 000 gold 

p e r  annum, which had hitherto been shipped from Rio to 

England by Royal Mai l  or Pacific steame rs . Owing to the 

inc reasing infrequency of Mai l  steamers and the high rates 

of insurance against wa r risks, the Company a r ranged with 

the Bank of England to deliver gold to the Mint at o tta\va , 

the Bank advancing 9St% of its value upon arrival. The 
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Company further agreed (July 1917 ) to place their gold at 

the disposal of the Bank, either in Ottawa or in London, 

unti l one year after the termination of the war. 

The first shipment took place towards the end of 

September, the gold being despatched to New York and con­

veyed thenoe by the Ameri can Express Co. , shipping and 

insurance being arranged by the Oure Freto Mines, 

Only three shipments took place for, on the 1st 

January 1918, the Government of Braz i l  forced the Mines into 

an Agreement whereby the gold was acquired by them. The 

power to regulate the export of gold had previously been 

assumed, and the Company therefore had presumably no option 

in the matter. 

( h )  Received between September 1917 and February 1919, 

under arrangements described in the Borneo Section. 

Bank of England Account : Deliveries 

Dispe rsal of Gold accumulated in 1914 

The whole of this gold was del i vered during 1915, 

the first rel ease taking place on the 11th Feb ruary to Lazard 

Bros . , New York, and the last on the 27th September to the 

Canadian Bank of Commerce, New York. With the exception of 
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gold released to J . p. Morgan & Co.  ( effected through the 

Ameri can Express Co,  ) all deliveries were made at Ottawa . 

The gold was taken chiefly by Le.zard Bros . , New York, 

J . P.  Morgan & Co. , New York, and the Ca.nadie.n Bank of' Comme rce, 

Ottawa . Full particulars both of' receipts and deliveries 

are to be found in a report issued by the Comptro ller of 

Currency, Ottawa , dated the 19th November, 1915.  

A summa ry of deliveries is as follows -

Japanese 
U . S. Coin Bar Gold Coin Sovereigns 

Ozs.  Ozs, Std, O ZB .  Ozs.  
To J ,  p,  Mo rgan & Co,  
( in part repayment 
Of' Dollar Advance to 
Bank of England *) 2, 552, 295' 786 395, 811' 457 249, 156' 08 Nil 

To  Canadian Bank of 
Commerce & Others 2, 0 19, 576' 708 398 , 782' 435 Nil 7 , 245' 46 

4, 571, 872' 494 794, 593' 892 249, 156' 08 7 , 245' 46 

These f igures agree to the statement of receipts 

except that the United States Coin and Bar Gold show a s l ight 

exoess ,  due to causes explained in the report above-mentioned. 

*See "The Bank of England ' s  support of the American Exchange ,  
" 1915" , The value of this gold at the Bank ' s  usual buying 
prices was : - s d 

U, S , A, Co in @ 76/3t per O Z ,  
Bar Gold @ 77/9 per O Z ,  std, 
Japanese Coin @ 76/2l per O Z ,  

£9, 735, 945 
1 , 538, 7 17 

949 , 388 
£12, 224, 050 
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Exchanges 

Delivered to R . M . Treasury in exchange for other Gold 

1916 May Sovereigns (Oz8. 26, 790 · 940 ) of a 
face value of 

United States Gold Coin 
( OZB. 94, 0 18 '  580 @ 76/3t per Oz. ) 

£104, 500 ; 

358, 641 ; 14 ;  2 

Bar Gold ( O zB . Std. 910 , 091' S87 @ 
77/9 per Oz. Std. ) 3, 537, 982 ; 4 ;  2 

1917 May Bar Gold (OzB. Std. 875, 263· 632 @ 
77/9 per OZ.  Std. ) 

Bar Gold (OzB . Std. 310 ,  885' 127 @ 
77/9 per O Z .  Std. ) 

French 

French 

Coin (Oz8 . 419 , 901· 586 @ 
76/2t per Oz .  ) 

Coin ( O ZB . 995, 567 ' 350 @ 
76/2t per O Z .  ) 

£4, 001, 123 ; 18 ;  4 

£3, 402, 587 ; 7 ;  5 

1 , 208, 565 ; 18 ;  7 

1 , 600, 000 ; 

3, 793, 526; 8 ;  6 

£10, 004, 679 ; 14 ;  6 

( b )  

( b )  
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Except for an amount of £1 , 123 : 18 :  4 ,  this gold 

waS paid f'or by Receipts ( e ) ,  Summari zing this gold we 

have -

£14,005, 803 : 12 : 10 leBs £1, 123 : 18 :  4 = £14, 004, 679 : 14 :  6 

made up as follows -

Ozs, Std, B d 
Bar Gold 2 , 096, 240' 646 @ 77/9 per Oz , Std, . £8 , 149, 135 : 10 :  2 

Deduct 289' 110 1, 123 : 18 :  4 

2, 095, 951' 536 0zB, Std, 

QZB.  
Sovereigns 26, 790' 940 @ f'ace value 

B d 
U , S , A , Coin 94, 018' 580 @ 76/3t per Oz, 

B d 
F rench Coin 1 , 415, 468' 936 @ 76/2t per O z ,  

Sales to H . M . TreasuEY 

£8 , 148 , 0 1 1 : 1 1 : 10 

104, 500 : -

358 , 641 : 14:  2 

5 , 393, 526 : 8 :  6 

£14 , 004, 679 : 14:  6 

The Government purchased from the Bank and 

delivered to J . P. Morgan & Co. Bar Gold as f'ollows ; -

1916 7, 131, 684' 290 OZB , Std, 

1917 8, 409, 240 ' 401 " " 

1919 1 , 262, 287' 762 " " 
B d 

16, 803, 212 ' 453 " " @ 77/9 per O z ,  Std, £65, 322, 488 
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They also repurchased in June 1916 £4, 000 , 000 

sovereigns transferred to the Bank in exchange for certain 

other gold in May of that year, and in June 1917 bought 

three consignments of French coin amounting to -
s d 

1 , 242 , 328 ' 027 0zs, @ 76/2t = £4, 733 , 787 ; 8 ;  4, 

This gold, also , was delivered to J . P. Mo rgan & Co. 

Deliveries to Federal Reserve Bank of New York 
s d 

( 1 )  June 1 9 18 

( 2 )  March 1919 

Bar Gold @ 77/9 per O z ,  Std, 

1, 583, 533' 304 o zs , Std, 

307 , 632' 521  " " 

1 , 891, 165' 825 " " 

£6, 155, 986 

1 , 195 , 921 

£7 , 351, 907 

( 1 )  The Bank of' Eng land held eamarked for the Reserve 

Bank £10, 787, 899 ; 19 ;  4 in sovereigns , being tpe equivalent 

of a loan of $50 millions made to the English Banks and due 

on the 20th June, 1917, Instead of having this gold shipped 

to New York, the Reserve Bank had permitted it  to remain in 

In May 1918,  however, the Bank of England offered 

to discharge the whole debt by shipping gold f'rom Ottawa , 

The offer was accepted to the extent of �30 millions . The 

gold (�30 , 003, 224' 1 1 )  was transf'erred to New York in six 
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instalments by the American Express Co. between the 11th and 

20th June.  The value of the sovereigns released in London 

waB calculated in accordance with Clause 6 ( g )  of the 

Agreement made between the two Banks on the 3rd May 1917 and, 

after allowance for expenses, amounted to £6, 160, 521 ; 12 ;  8 .  

( 2 )  By March 1919 most of the remaining sovereigns set 

aSide in London for the Federal Reserve Bank had been 

delivered, either to the order of the Bank of France 

(£3 , 178 , 761 ) or to the Equitable Trust Co.  of New York 

(£250, 878 ) . A balance having the face value of £1, 197, 739 

was left. 

The Bank of England offered to discharge this 

obligation by shipping more gol d  from Ottawa. . The Reserve 

Bank concurring, Ottawa. was instruoted to make the delivery. 

The amount despatohed was thought to be in exoess of that 

requi red, but was found to be insuffioient, and the Bank 

oredited the Federal Reserve Bank ' s  Aocount in London with 

the di ffe rence . The deficiency was eventually fOl.md to be 

due to the gold being part of that received from RuSSia, in 

respeot of which the Russian Assay Reports had been accepted 

under the guarantee of the Russian Government. A net loss 

of £817 : 18 ;  5 was realised but reolaimed from R . M . Government 

in June 1919. 

Bank of England Archive (M7/157)



GOLD. 
(ABROAD ) 

THE B"'N� OF ENGLANO. 1014-11121, 

CHAPl'ER V 

GOLD AND SILVER 

GOLD HELD ABROAD FOR ACCOUNT OF H . M. GOVERNMENT 

AND BANK OF ENGLAND 

261 

CANADA - OTTAWA BANK OF' ENG lAND 
ACCOUNT 

Deliveries to Canadian Bank of Commerce 

s d 
Bar Gold @ 77/9 per O z .  Std. 

29 August 1918 111 , 495' 134 OZB. Std. £433, 438 

This gold was delivered in ottawa in exchange for 

1,13, 560 ozB. of American gold coin held by the San Francisco 

Branch of the Canadian Bank of Commerce, which the Bank of 
s d 

England bought at 77/10t per oz.  std. , and subsequently 

resold on the 5th November, to the Chi lian Government. 

Sales to Morgan Grenfell & Co.  

Decemb e r  1915 . �700. 000 or 37, 586' 55 ozs .  of 

U. S . A. Coin were delivered in Canada on the 3rd Decemb e r  the 
s d 

sterling equivalent being taken at 76/-t = £142 , 907 : 3 : 10 .  

This amount was paid in London by Morgan Grenfell & Co . 

Shipments to London 

The Ear Gold that remained at Ottawa amounted to 

7 , 718, 117' 037 ozs . std. , or £30, 004, 179 : 19 :  7 ,  while 

£2, 120, 000 in Sovereigns and £1, 185 , 544 : 1 :  8 in Russian 

Coin were also held. In January 1919, the Bank began to 

make arrangements for the shipment of this gold to London. 
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The f i rst proposal was to transport the gold by warship but, 

none being available, the Bank, at the . suggestion of the 

Treasury, asked the Ministry of Shipping whether they could 

assist. The Minist� replied that none of thei r  transports 

had proper strong room accommodation. The Bank thereupon 

made arrangements with the Dominion Express Company for the 

gold to be carried by the Canadian Pacific Ocean Service 

boats sailing from St.John to Liverpool,  a through rate of 

�2 per �1,  000 being charged. The T reasury paid freight and 

bore insurance risks, and it  was arranged that not more than 

£4, 000, 000 should be carried on one boat. 

The gold waS b rought back in nine consignments,  

the fi rst sai l ing on the 3rd March and the last on the 15th 

April .  

Summary of Deliveries 

Bar Gold 

1915 Delivered to J . P. Morgan & 
Co. , Canadian Bank of 
Commerce & others 

1916/19 Sold to H . M . T reaBury 

Exchanged with H . M . T reaaury 

1918/19 Delivered to Federal 
Reserve Bank of New York 

1918 Exchanged with Canadian 
Bank of Commerce 

1919 Shipped to  London 

Carried forward 

£3, 088, 983 

65, 322, 488 

8 , 148 , 01 2  

7 , 351, 907 

433, 438 

30,004, 180 

£114, 349,008 
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Summary or Deliveries (Contd. ) 
Brought f'orward 

Sovereigns 

1915 To Canadian Bank of' 
Commerce, Ottawa 

1916 Sold to R .M . Treasury 

Exchanged with R . M . Treasury 

1919 Returned to London 

U. S . A. Coin 

1915 Delivered to J . P. Mo rgan & 
(To Sept. ) Co. , Canadian Bank of' 

Commerce & others 

Dec. 1915 Sold to Morgan Grenf'ell 
& Co. 

May 1916 Exchanged with H . M. Treaeury 

Russian Coin 

1919 Returned to London 

Japanese Coin 

1915 Delivered to J . P. Mo rgan & Co. 

F rench Coin 

May 1917 Exchanged with R . M . T reasury 

June 1917 Sold to R . M . Treasury 

£28, 249 

4, 000 , 000 

104, 500 

2,120,000 

£17, 439, 787 

143 , 377 

358,642 

£5, 393, 527 

4,733,787 

BANK OF B.'NG LAND 
ACCOUNT 

£114, 349, 008 

6, 252, 749 

17, 941, 806 

1, 185, 544 

949, 388 

10 , 127, 314 

£150 , 805, 809 
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1916 
Feb. 2 1  

Aug , 6 
1917 

Feb, 12 
, 

May 

Jan, 1916 
to 

June 1919 

May 1 9 17 

6 

CANADA 

H.  M. GOVEBNMEN'r ACCOUNT 

Receiuts 

Bar Gold 

Russia (Agreements of 
30/9/15 & 27/10/16 ) 

1st consignment 

2nd " 

3rd " 

4th " 

Purchased from Bank 
of England 

Ozs. Std , 

2 , 05 8 , 3 15 ' 334 

1, 5 18 , 4 8 8 '  295 

5 , 144 , 9 9 1 "  804 

---±. 1 17,308' 028 

12, 839, 103' 461 

15. 797, 529'  849 

S d 
Value @ 77/9 

per oz . std . 

£8, 001, 7 0 1  

5 , 903, 123 

20, 001, 156 

16,006, 0.35 

£49. 9 12, 015 

6 1 .  4J.2, 897 

(a ) 

( b )  

Reoeived from the Bank 
in exchange for gold 
released at ottawa 2 , 095 , 95 1 ' 536 8 , 148, 012 (f') 

Apl. 1919 

10 Sept. 1916 
to 

22 Nov, 1916 

Received from the Bank 
in exchange f' or German 
gold l'e leased in London 

From London 

8 shipments 

1 , 005 , 682' 604 3 , 909, 5 9 1  ( c )  

10, 393, 579 ( d )  

*34 , 4 1 1 , 856' 826 £133 , 7 7 6 , 094 

�Not inclusive of gold shipped under the Calais Agreement of 
24th August 1 9 1 6 ,  6 consignments of that gold were sent to 
ottawa , but were despatched thence to New York, mostly unopened ;  
the who l e  of the gold sent t o  America under this Agreement is 

' d�alt with in the U. S . A . Section. 

204 
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oot . 1916 
to 

June 1917 

May 1917 

1916 
oct. 

1916 
Oot. 

French Coin 
s d 

Value @ 76/2i per oz. 
From London 

O zs .  
5 shipments *2, 244, 229 ' 613 £8 , 551, 450 ( d )  

Recei ved from Bank 
in exchange 1 , 415, 468' 936 

3 , 659, 698' 549 

Ja panese Co in 

From London 

1 shipment 
Qzs.  

50 , 424' 300 

Austrian Coin 

From London 

1 shipment 
Ozs .  

5, 535' 925 

5, 393, 526 ( f )  

£13 , 944, 976 

s d 
Value @ 76/2t per o z .  

£192, 085 ( d )  

s d 
Value @ 76/4 per oz.  

£21, 129 ( d )  

*Not inclusive of gold shipped under the calais Agreement of 
24th August 1916 . 6 oonsignments of that gold were sent to 
ottawa , but were despatched thence to New York ,  mostly 
unopened: the whole of the gold sent to America under 'this 
Agreement is dealt with in the U . S . A. Section. 
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1915 
Sept . /Oct. 

1916 
May 

June 

Aug . 

1916 
May 

CANADA OTTAWA 

Bri tish Coin 

F rom London 

4 shipments 

Received from Bank of 
England in exchange 

Purchased from Bank 
of England 

From Russia 

U. S . A . Coin 

£18 , 000, 000 

104, 500 

4, 000, 000 

2 , 100, 000 

£24, 204, 500 

s d 

H. M. GOVERNMF:NT 
ACCOUN'l' 

( e )  

(f ) 

(b ) 

( .. ) 

Value @ 76/3t per o z .  
Received from Bank 

of England in 
exchange 

Q z s .  
94, 018' 580 £358 , 642 ( f )  

Sterling Summary 

Bar -Gold 

F rench Coin 

Japanese Coin 

Austria:t1 Co in 

British Coin 

U. S . A. Coin 

£133, 776, 094 

13, 944, 976 

192 , 085 

2 1 , 129 

24, 204, 500 

358 , 642 

£172 , 497, 426 
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( a )  The first three cons ignments of gold from Russia 

were shipped in accordance with the Financial Agreement of' 

the 30th September 1915, Clause 2 of which provided that 

" in view of' the Agreement between the British Government 

"and the Government of' the Repub lic of' France that each 

"should hold ready for export to the United States a sum 

"of £40 m i l l ions in gold, the Russian Government agree to 

"furnish the British Gove rnment with gold for the Bame 

"purpose, to be exported from time to time, in the same 

"amounts as a re being exported on account of the British 

"and French Governments, subject to the limi tetion that 

"the Russian Government shall not be called upon to ship 

"gold in excess of' £20 mi l l ions bef'ore the 31st March 

" 1916 o r  more than £40 mi l l i ons altogether, ,and on the 

" understanding that the gold be exported only according 

" to the needs of' the S ituation, as judged by the Bank of' 

"England. 

"The gold as shipped by the Russian Government 

" Shall b e  used by them to rurchase British Government 

"Exchequer Bonds, bearing no interest, payable in gold, 
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" the Bonds to be of' maturities of' 3 years, 3! years , 

"4 years , 4t years and 5 years in equal quantities,  and 

"to be held by the Russian Government unti l  maturity" . 

The previous Agreement between the British and 

French Governments referred to was the Protocol s igned at 

Boulogne on the 22nd August 1915 , in which the Banks of 

England and France \,.jere stated to be prepared to export to 

the United States a sum of �200 millions in gold, the gold 

to be sent direct to America by each of' the Banks concerned. 

This arrangement was never carried out by the Bank of' F rance 

which gave rise to difficulties when the Russian Government 

were requested to ship their proportion (vide letter from 

the Governor to the Chancellor dated 15/8/16 ) .  

As an outcome, a fresh Protocol was drawn up at 

Calais on the 24th August 19;1.6 in which the French Government 

undertook to lend the British Government an amount eventually 

fixed at £53, 333, 000 to be delivered to the latter at a 

French port ; and of this the Treasury were able to aSSure 

the Russ ian Government that £40 , 000, 000 would reach Ottawa 

before the end of 1916. 

The £40 mi llions from Russia were shipped in three 

conS ignments ,  some £4 millions , part of the first two , being 
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retained by Japan, whither in the first instance Bill the 

gold was taken. The balance of' £36 mi llions was shipped on 

to ottawa. The whole of' the gold was tra.nsmi tted by the 

Russian Government to Vladivostoc� where it  was taken by 

representatives of' the Japanese Governroent .* That Government 

thereupon paid over their share of' the gold in sterling ( at 
s d 

the rate of 77/10� per oz. std. ) and the British Government 

disbursed certain :fixed sums to Japan by way of' freight, 

amounting in a l l  to £173 , 925. On arrival at Vancouver or 

Esquimalt the gold was delivered to a representative of' the 

Finanoe Department, who transferred it to the Dominion 

Express Co. for conveyance by them to Ottawa at the British 

Government ' s  expense. All responsibility during transit 

from Vladivostock to Ottawa was also borne by Great Britain. 

Two cruisers were sufficient to transport the first and 

second oonsignments ; the third was carried by two oruisers 

to Japan and thence by three cruisers to Vancouver. 

Representatives of the Russian Government 

accompanied the gold on each occasion, to Japan and Ottawa. 

The Japanese Government asked for no share of the 

gold on the third oocasion, but hinted that they might 

require further supplies later. 

*In Japanese cruisers . 
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I t  was of' course very difficult at s o  great a 

distance and acting through s o  many intermediaries to make 

a l l  the a rrangements for transmitting these laJge amounts of' 

gold from Petrograd to ottawa . and the Bank on more than one 

occasion felt obliged to suggest that the Government should 

assume undivided respons ibi lity themselves and dispense with 

the Bank t s intervention. The Bank continued their services, 

however, at the Government I s request. 

Once instructions were g iven by the British 

Ambassador in Tokio oonflicting with those which the Bank 

had issued in London ; and at times the Bank had to 

remonstrate with various autho rities respecting a leakage of 

infonnation. Knowledge of certain shipments reached Canada 

2 7 0  

H . M. GOVERNMENT 
ACCOUN�' 

in advance of the date decided on. Some of this information 

was traced to the British Ambassador in Tokio, who had given 

it at the request of the Canadian Minister of Marine. In 

Short, although every precaution hau been taken, particulars 

of two or three of the shipments became known , in one case, 

i t  was said, reaching Germany. 

A further source of' troub le was that the quality 

of the Russian gold was diff'i cult to ascertain ; the assay 

papers were uncertlf'ied, and the fineness was stamped on 
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very few bars. The Russian Government, however, eventua lly 

guaranteed the figures they supplied and undertook to make 

up any def i o i ency that might be discovered it: the bars had 

to b e  re-me lted o r  re-assayed. Of 2 , 100, 000 sovereigns 

delivered ( part of the second cons ignment ) a considerable 

number were light . This parcel tbe Russian Government 
s d 

agreed shOUld b e  taken by weight ( its value at 77 /lO�· waS 

£2 , 0 98, 104 ; 17 ; 3 ) .  

After the arrival ot: each cons ignment the British 

Government issued the Exchequer Bonds referred to above, and 

they were lodged at the Bank of England for account of the 

Russian State Bank, £40 , 000, 000 ( nomina l )  in a l l .  Any 

balance due was paid in cash to Measre. Baring Bros . &  C o .  

I n  calling f o r  the second conSignment the 

Government based their claim on the fact that the Russian 

Government Treasury B il ls discounted by Great Britain now 

amounted to about £90 m i l l ions, whereas each £75 m i l l ions s o  

discounted should, they conSidered, ca rry the right t o  £10 

millions of gold. On the third occasion, however, the 

Government merely stated that their needs were urgent*. 

*According to the Canadian Minister of Financ e ,  S i r  Thomas 
White, the third consignment was " the largest shipment of 
"go ld ever made " . I t  consisted of " 1 4 , 000 bars" and 
" required 12 express cars to transfer it to Ottawa " .  

(Montreal Gazette. 29th January 1921 ) 
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The fourth consignment was shipped under a 

different Agreement, viz. , Clause 7 of that signed on the 

27th October 1916.  In this Clause the Russian Government 

undertook to ship up to £20 mill ions in gold at the request 

of the British Government on the understanding that the 

latter would only ask for the dis charge of this obligation 

in the event of the gold in the res erves of the Bank of 

England and the Currency Note Account, taken together, 

fa ll ing below £85 mill ions , and in any case not prior to the 

1st January 1917 . 

These conditions being fulfi lled on the 1st 

January 1917. the T reasury aSked for the £20, 000, 000 gold. 

The a rrangements did not proceed ve � smoothly, 

both the RuSSian Government rais ing difficulties and the 

Japanese Government alleging their inabi lity to supply 

warships. 

Two cruisers*were eventually despatohed to 

Vladlvostock, but the Russian Government ' s  representatives 

at first refused to deliver the gold on the ground that they 

expected the oons ignment to be shipped direot to Canada. A 

similar misunderstanding appeared to have arisen previously 

on the part of the British Ambassador in Tokio. 

JIoJapanese crui!:'.ers . 
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On arrival of this gold at OsaYa the Japanese made 

a olaim to retain four out of the twenty millions . This 

also appeared to be oontrary to the wishes of the Russians. 

After negotiations between the British and Russian 

Ambassadors in Tokio, the Japanese claim was conceded. The 

balance of £16 mi llions was sent on to Vancouver by another 

two cruisers. (Against the £4 millions kept by Japan, the 

Bank of Japan advanoed for shipment to Chile �1, 500. 000 of 

U. S.  A.  Coin*. Payment for some £3, 700, 000 , the balance 

retained, was made in dollars in New York+ . ) 

Exchequer Bonds were also to be issued under the 

Agreement of the 27th October 1916 , of roaturities from three 

to five years and bearing interest at the rate at which 

'Shipped to Valparaiso on 2nd April 1917. The out-turn of 
the coin at 77/9 per oz.  std. was £307 , 859 : 17 :  4. Insurance 
was effected at £1%; freight was 10/-%. 

+In accordance with an Agreement made between the Japanese 
an� British Governments in November 1915 the former paid for 
all gold received at "Mint parity" 1 .  e .  77/lOt per oz. std. 
On this basis the amounts received by Japan were ; -

1st cons ignment £2, 003, 830 : 16 :  6 
2nd ,. 2 , 001 , 748 : 8 : 1 
4th ,. 4,002,106 : 9: 4 

£8, 007 , 685 : 13 : 11 
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Russian Treasury B i lls were being discounted W1der the same 

Agreement. But the Revolution intervened before the i ssue 

of' these Bonds was required. 

( b )  Of this amount about £16! m i l lions were bought 

between January and July 1916, £52 millions between September 

1916 and August 1917 and the balance in June 1919· Payment 

was usually made immediately against advice that the order 

for shipment of' the gold from ottawa to New York had been 

given, but in the case of the South A£rican gold occasionally 

after advice had b een received of its having been refined at 

the Mint. When instituting nava l shipments f rom London to 

Ottawa in March 1917 Lord Cun liff'e suggested to the 

Chancellor that the cost ( of interest ) accruing to the Bank 

through payment be ing deferred should in futUre cease, the 

T reasury buying the gold before it left London. This 

proposal, however, waS not accepted. 

( c )  Early in 1919 , the British Government received from 

Germany gold to the value of 100 mill ion Marks , in part pay-

ment for food supplies . The food-stuffs were to be derived 

mainly from the United States and, by agreement with the 
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Un! ted States Government, were to be replaced f'orthwi th. 

The Treasury decided that it was advisab le to send to New 

York gold to the value of' £4 millions to finance the repay-

ment . This was effected by exchanging 4/5ths of the gold, 

as it arrived in London, for an equivalent amount of the gold 

held by the Bank in Ottawa, the latter being despatched to 

J . P. Morgan & Co. for the British Government 1 s  account. 

( d) Of these eight shipments , three were made by 

warshin and the remainder by liner, arrangements for the 

latter having been made with �he Dominion Express Company. 

Insurance risks were assumed by the Government from London 

to Montreal,  and thence to ottawa were covered by the 
s d 

Dominion Express Company ' s  rate o� 4/2% which included 

freight from Liverpool or Glasgow to Ottawa . In order to 

preserve as great a degree of secrecy as possible in the 

case of the warshiu cons ignments , the Bank were not informed 

by the Admiralty until just before the vessel was due, and 

on one occasion at least the ship a rrived before the advice. 

The warships carried £4 mill ions gold on each journey, but 

the liner shipments were confined to half a mi llion each. 
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( e )  In August 1915 the Chancellor approached the 

Bankers, through the Clearing House Committee, with the 

request that they would surrender such gold as they could 

H .  M. GOVERNMENT 
ACCOUN�' 

spare for export to America. Under the Boulogne Agreement 

of the 22nd August 1915 Great Britain, France and Rus sia had 

each agreed to ship £40 millions to Ame rica; the Banks 

consented to find half of the British quota, and the Bank of 

England waS to supply the other moiety, exclusive of the 

amount al ready shipped by them to repay the exchange loan 

from J . P. Morgan & Co.  previous to the date of the Boulogne 

Protoco l .  

The Bankers paid in altogether £20, 823, 000 i n  gold 

coin. The gold did not appear in the Bank ' s  figures, as 

the T reasury p rovided the funds for its purchase and held it 

"set aside " .  Of these coins the Bank retained £2 , 423, 000 

sovereigns for their o�n use, substituting an equa l amount of 

F rench Coin, which was shipped direct to New York. 

To New York also was despatched £400 , 000 sovereigns. 

The balance of' £18 , 000, 000 went to Ottawa in Septemb e r  and 

October 1915, by warship, in f'our cons ignments . 
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( f )  These amounts were taken from the Bank who received 

in exchange £4, 000, 000 sove reigns and £10, 004, 680 Bar Gold 

(v. Deliveries below; also under Bank ' s  gold at ottawa 

"Del ivered to R . M. Treasury in exchange " ) .  

Government Account ; Deliveries 

Delivered to J . P. Morgan & Co. 

Bar Gold and Britisb and Foreign Coin 

The gold despatched to J . P. Morgan & Co . was partly 

in repayment of advances made by them to the Bank of England 

for Gove rnment Account,  partly fot' simila.r a.dvances to the 

London Excbange Committee, but chiefly to replenish di rectly 

H . M . Treasury ' s  Account. Tbe exact proportions in which the 

gold was divided between these three claims cannot b e  ascer-

tained nor is it of importance that they should be,  since all 

were, in fact, British Government liabilities. 

Until 1917 orders for delivery were given by the 

Bank of England, through the office of the High Commissioner 

for Canada in London, and all  deliveries were effected by the 

American Express Company. 
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The first release of the Gove rnment ' B  gold upon 

instructions from the Bank of England took place on the 13th 

October 1915 , wben Ottawa was asked to deliver to Morgans 

£10 millions of British gold coin, part of the Bankers ' gold 

recently arrived. This was urgently requi red to meet pay-

menta in America on behalf of the Russian Government. Only 

£7 mil lions of thi s  coin WaS delivered, tbe balance of the 

order being countermanded at the end of October.  

The next consignments were forwarded in May and 

June 1 916,  the first £8 millions of these being apparently 

used to reduce Morgans ' advance to the Bank of England 

(No. l Special Loan Account ) ,  and a further amount of 

1 ,063, 103' 054 ozs . std. being applied to the liquidation of 

an adVance to the London Exchange Committee. 

At the end of February 1 917,  Sir Hardman Lever was 

sent to New York to represent R . M. Treasury, and the Finance 

Minister at Ottawa was asked to give him full particulars 

of the gold held and to take his instructions as to de livery 

both of the Government ! s  and the Bank' S  holdings , the Bank to 

be advised of a l l  moveuents.  The presence of someone on the 

suot WOUld, it was hoped, obviate the occurrence of any 

further misunderstandings such as had occurred in the previous 
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December. In that month the Bank had asked Ottawa on three 

occasions to release altogether £15 millions of the gold 

received from France under the Calais Agreement (vide U. S . A. 

Section) and in o rder to distinguish this gold, wbich had not 

been examined, the fo_t'lll whicb the request took was to deliver 

" s ealed boxes stated to contain bar gold" , instead of a.B on 

previous occasions to deliver a specific number of ounces. 

Ottawa, however ,  failed fully to understand this distinction 

and, a8 a result, 351 boxes of other gold were wrongly 

delivered. 

Sir Hardman Lever ' s  p resence in New York, however, 

failed to remove all causes of dissatisfaction. At the 

beginning of April, upon bis request , some gold belonging to 

the Bank was released for Treasury Account although it bad 

not been paid f9r by the Government , and this mistake seems 

to bave caused some troub le to rectify. In the following 

July, the Bank were notified by Morgans that they must ask 

for the repayment of their Call Loan, whicb then amounted to 

�85 . 045. 401. standing in the name of the Bank. The Bank 

thereupon requested Ottawa to deliver about £17 , 520, 000 in 

gold in order that the Bank might meet ita obligation. 
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Advice was received from ottawa that some £2? 

mil lions of this gold bad apparently been diverted from this 

purpose,  at the request of Sir Hardman Lever, thougb 

delivered to J . p. Morgan & Co.  In these ci rcumstances, the 

Governor gave instructions that no furthe r  celease of gold to 

S i r  Ha rdman Leve r '  B order should be made until the who le of 

the £17, 520, 000 above referred to had been despatohed. 

Moreover, the Bank asked the T reasury to request S i r  Hardman 

Lever to discontinue dealing with the Bank ' s  gold at Ottawa, 

fo r fear further mi sunderstanding might arise. Mr. Boner Law, 

the then Chancel l o r ,  felt that the Bank had damaged the 

Government ' s  credit in Canada by this action and, after the 

exchange of some letters on the subject, the Bank expressed 

their regret at having caused telegrams to be sent without 

consul ting him. The Bank t s  correspondence fi les about this 

time, however, bear ample witness to the disadvantages of 

divided contro l and it was some time before tbe accounts 

could be cleared up. In October the Treasury informed the 

Bank that Sir Hardman Leve r ' S authority to deal with gold 

might be regarded aB having lapsed. 

Tbe Bank of England ' s  loan with J .  P. Morgan & Co.  

appears to have been reduced at the end of July to 
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�l� mill ions by transfer of the balance to the Briti sh 

Government and gold waB delivered from Ottawa to discharge 

this debt. 

The total deliveries to J . p. Morgan & Co. were 

£152, 443, 013 as follows -

Bar Gold 
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Value @ 
77/9 per Oz. Std. 

May 1916 
to 

Aug. 1917 

Oct. 
May 
June 

1915 
1916 
1916 

Oct. 1916 
to 

June 1917 

Oct. 1916 

31, 053, 808' 669 Ozs. Std. 

Sovereigns 

French Coin 

3, 659, 6 98' 549 ozs . 

Jauaneee Coin 

50, 424 . . JOO ozs. 

£120 , 721, 6B l  

£7 , 000, 000 
104, 500 

10, 100, 000 

£17 , 204, 500 

Value @ 
76/2t ner Oz.  

£13, 944, 976 

Value @ 
76/2t per O z .  

£192, 085 
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Oct. 1916 

May 1916 

Austrian Coin 

5, 535' 925 OZ8 . 

U. S.A.  Coin 

94, 0 18· 580 0z8.  

Delivered to Canadian Government 

ACCOUNT 

Value @ 
76/4 per Oz. 

£2 1, 129 

Value @ 
Z6t2! ner O z .  

£358, 642 

B etween October and November 1915 £3 mi llions of 

Bri tish gold coin were dell vered to the Canadian Government 

in part repayment of advances made by them to the Shell 

Com.mi ttee, 

Delivered to the Bank of England in exchange 

May 1916 Sovere igns £4,000, 000 

Value @ 
n/9 pe r O z .  Std. 

May 1917 Bar Gold 2, 573, 551· 055 0ZB. Std. £10, 004 , 680 

These exchanges are also referred to in the account 

of' the Bank of' England ' s  gold at Ottawa - "Receipts ( e ) "  and 

"De 11 veries - Excbanges" .  
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Sold to Impe rial Munitions Board. Canada 

18 June 1917 Bar Gold 
�. 

527, 891' 944 

Held to the order of Sir Hardman Lever 

June 1919 Bar Gold - Balance of 
Government ' s  holding 

�. 
256, 605' 158 

Value � 
77/9 ner OZ,Std. 

£2, 052, 180 

Va.lue � 
77/9 ner OZ . Std. 

£997 , 553 

This was placed at Sir Hardman Lever' S disposal 

probably for use in Canada, at the request of Slr John 

Bradbury (vide letter o:f 27 . 5. 19. C. C. P. 196A :folio 223 ) ·  

The Government made one later request to Ottawa in 

the matter of gold shipments, in October 1919, when the 

Finance Minister was asked to despatch �50, 000, 000 of gold 

to Japan to repay Yen 100 , 000, 000 Excbequer Bonds maturing 

on the 15th December. The Chancellor promi sed to ship gold 

at once to ottawa to replace that which bad been lent. The 

requisi te gold was s ent from Ottawa to Japan in three cons ign-

ments in October and November reaching that country in time 

to meet the payment, and was replaced by three shipments made 
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from London in the same months. The freight cbarge from 

London to Yokobama was made up as fo l lows -
B d 

London to Ottawa 4/6% 

Ottawa to Yokohama �4 per �1, 000. 

Insurance risks were borne by H . M . Government and arrangements 

were made through the Dominion Express Co.  (These movements 

have been ignored in arriving at total receipts and 

deliveri e s ) .  

Summary of' Deliveries 

Bar Gold 

May 1916 
to Delivered to J . p. Morgan & C o .  £120, 721, 681 

Aug. 1917 

May 1917 Del ivered to Bank of England 
i n  excbange 10, 004, 680 

June 1917 Sold to Imperial Muniti ons 
Board 2 , 052, 180 

June 1919 Placed at Sir H . Lever ' 8  
disposal 997,553 

Carri ed forward £133, 776, 094 
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Summary of Deliveries (Contd.) 

Brought forward 

Oct. 1915 
to 

June 1916 

Oct. 1915 
to 

Nov. 1915 

Sovereigns 

Dell vered to J. P. Morgan & Co, 

Delivered to Canadian 
Government c/a Shel l  
Committee 

May 1916 Delivered to Bank of England 
in exchange 

Foreign Coin 

May 1916 
to Delivered to J .  P. Morgan & Co. 

June 1917 
F rench Coin 

Japanese Coin 

Austrian Coin 

U. S. A. Coin 

£17, 204, 500 

3 , 000, 000 

4,000,000 

£13 , 944 , 976 

192, 085 

21, 129 

358, 642 

H. M. GOVERNMENT 
ACCOUN'f 

£133, 776, 094 

24, 204, 500 

14, 516 , 832 

£172, 497 , 426 
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ottawa Mint 

South A�rican gold was �irst shipped to ottawa in 

September 1915, but only about £8 mill ions was despatched in 

that year. In the spring of 1916 the Bank consulted with 

the Royal Mint and the Treasury how best to arrange for the 

sDeedy refining of the much larger quantities which it was 

then des i red to di ve rt to Canada. So far, the Mint had 

treated only about half a mill ion ounces of refinable gold 

in seven yeaIB_ and possessed but six chlo rinati on furnaces. 

They were now to be asked to turn out twice this quantity 

every month, which would amount in a year to about hal� the 

total of the world1 s annual production. The advice of 

Messrs, Rothsch i ld was sought. In their view the chlorine 

process in use at Ottawa would have to be continued if the 

Refinery were enlarged, but they did not regard this method 

with favour and feared that discrepancies would arise between 

the valuations given by the Mines and the final out-turn. 

The other processes of refining were the electrolytic method 

and the use of sulphuric acid. The former was said to 

exist at Ottawa but not to be of a modern type. Thi s method, 

however, MeBsrs. Rothschi ld thought best fitted to deal with 
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the African gold. Their suggesticn was to transfer the i r  

own plant and staff to Canada . This proposal was not 

accepted and the Mint was enlarged, the work being completed 

in eight weeks. 

The difficulties which Rothschilds anticipated 

were experienced f rom the beginning. In January 1916 the 

Refinery complained that their work was delayed a fortnight 

by the bad smelting of some of the South African bars . 

They admitted that the bulk of the gold was satisfactory, 

but the rest was in so bad a condition that they would have 

refused it if received f rom other sources. The bad gold -

mostly " cyanide" bars - came chiefly from small producers in 

RhodeSi a :  i t  was insufficiently " toughened" and tool<:: three 

times as long to deal with as the rest of the gold. The 

assays furnished were, they held, quite unreliable and the 

bars contained on an average 30% of base metal. The 

objections of the Refinery however were not to the nature of 

the wo rk involved but to the delay which it occasioned; 

they were not properly equipped for such smelting work and 

no fac i l ities existed fo r it in Canada . 

Another complaint arose in res�ect of the 

particulars to be furnished by the depos itors and Banks. 
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I n  October 1916 more detailed schedules were asked for, the 

Bank of England requesting the South African Banks to 

�rniBh these in duplicate. The defici ency as regarded 

previous shipments however remained: moreover, the Banks 

sometimes failed subsequently ( even aB late aB June 191 8 )  in 

supplying the particulars required of them. 

I n  April 1917 the Banl< ot: England proposed that 

one copy of the schedule should be packed with the gold and 

the other s ent to them, but it was alleged that it wou l d  "not 

a lways be possible for some of the Branches to prepare the 

lists in time to be shipped with the gold. 

In spite of these dirficulties the Mint had 

succeeded in satisfying the requi rements of the Bank up to 

March 1917 and in the spring of that year Lord Cunliffe was 

shown over the Mint, on the occasion of his visit to the 

United States and Canada , and was much impressed with its 

efficiency. 

Complaints as to differences in assays b egan to 

arrive from the South African Banks as from February 1917. 

The Mines appeared to be as sure of their assays 

aB the Refinery was and the Standard Bank in particular 
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spoke of the discrepancies as "alarming" and said that such 

had not o ccurred in the case of the London Refineries. 

This contention caused surprise in Ottawa, their 

assayer, Mr. Pearson*, replying that they used the same 

methods of assaying as were employed in London and elsewhere 

and pointing out that a "fo reign Government Office" 

(presumab ly the United States Assay Offi ce ) had come to 

exactly the same conclusions as Ottawa in pertain test oases. 

He gave reasons for rega Dding the dri l ling assays made by the 

Mines as unsatisfactory and found " extraordinary differences" 

between assays made from dri llings taken f rom the drill 

holes which had been used by the Mines . 

There is little doubt but that many differences 

arose from misunderstandings, the final out-turn in Gases of 

discrepancy often being in acco rdance with the ProdUcers ' 

anticipations. The controversy extended however from 1917 

to the autumn of 1920 and ended rather inconclusively, so far 

as Can be judged from the correspondence.  

*Mr. Pearson came to London in 1,919 to aSSist the Bank in the 
estab li shment of their own Refinery and later became Deputy 
Master of the newly founded South African Mint. 
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A minor trouble was that in the majority o� cases 

the weights of the bars, as furnished by the Mines, differed 

�rom those of the Mint ; the Mint was eventually asked to 

furnish certificates of differences, a practice said to be 

adopted by London refiners . I n  March 1 9 1 8 ,  the Mint agreed. 

to supply certi�icates where differences exceeding one ounce 

existed. 

On the whole, there is no reason to suppose that 

the Producers had any real cause of complaint against the 

Mint other than that of the delays which occurred in 

supplying out-turn figures, to which further reference i s  

made below. 

By July 1917 the gold sent to Cap�da was beip� 

accompanied for the first time by the schedules for which the 

Mint had asked and in the Same month the Bank arranged that 

the Rhodesian gold should no longer b e  shipped to Ottawa but 

to London where better opportunities exi sted for dealing with 

bars containing base meta l .  This change was of great 

aSSistance to the Ottawa Refinery. (At the end of the year 

it transpired that the Rhodesian gold was not leaving South 

Africa at a l l ,  and, as thiS was contrary t o  the Bank ' s  

intention, they had to intervene again with a request to the 
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Admiralty to give precedence to such gold in making shipments 

to London. ) 

Shipments of South African gold to London instead 

of to Ottawa took place as f rom the third week in July to the 

end of' the year, although the Bank ! B a rrangement made with 

the Admi ralty in the first named month bad been to ship i t  to 

either destination, preferably Ottawa. To bring the gold to 

London and then export it els ewhere involved a doub l e  risk; 

moreover, air raids made it inadvisable to accumulate fUrther 

stocks in this country. · 

The absence of shipments to Ottawa during this 

period made it imperative for the Canadian Mint to consider 

at the end of 1917 wh ether their staff should not be reduced 

or disbanded. It be ing impracticab le to a rrange shipments 

direct from South Africa to ottawa at this time, it waS 

decided to forward a moderate amount of gold from Great 

Britain, to keep the staff employed; but this cours e was 

in practice found unnecessary, as shipments from South Africa 

took place to an increasing extent as the year proceeded, 

through the use of H. M. S. "Exmouth" at Devon-port. 

Both the Producers and the Bank of England found it 

very difficult to obtain from canada sufficient particulars of 
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the out-turn of the gold and of balances held on particular 

dates. Nor were matters made eas i er by the fact that all 

routine correspondence had to be passed through the Office 

of the High Commissioner for canada. The delay however 

occurred neither there nor at the Mint , but in the F inance 

Department at Ottawa. The figures of out-turn and answers 

to enquiries were sometimes not forwarded unt il a year after 

the arrival of the relative cons ignment ! Returns were, it 

is true, not so much in arrear unt il 1918, when the demands 

for military service had exercised their fUll effect in 

depleting staffs and the Department was fully occupied with 

a Victory Loan. 

The total amount of South African gold refined at 
s d 

Ottawa (S eptember 1915 - 9th June 1918 ) was (@ 77/9 per oz.  std. ) 

£72, 258, 216*. In addition there were the small amounts of 

gold from Braztl and Borneo. 

At the end of 1917 Lord Cunliffe suggested that some 

honorarium should be granted to the Dominion F inance Department. 

the Ottawa Mint and the Office of the H igh Commiss ioner in 

London. It \'/a8 understood that s ome such grant was awarded 

for distribution according to the discretion of the canadian 

Government . 

*The amount of South Afri can gold refined in London during the 
war waS £126, 181, 156. 
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Note on Total Gold dealt with at ottawa 

Below will be found an attempt to a.scertain how 

much gold was dealt with at Ottawa on Government and Bank 

account during the years 1914 - 1921, excluding the exchange 

of about £10, 000, 000 of gold made in October 1919 in order to 

discharge an obligation of the British Government in Japan 

(vide note at end of Government Account , Ottawa ) and the 

Calais Agreement gold (inc luded in the New York tota l ) .  

The total amount received at ottawa, as shown in 

the Canadian Section was -

0/80 Government 

o/a Bank 

£172, 497, 426 

150, 805, 809 

£323, 303, 235 

From thiS figure, however, must be eliminated exchanges 

between the Bank and the Government and the purchase of 

gold from one by the other. Such transactions clearly do 

not increase the aggregate of gold received on the two 

accounts, yet they a re inCluded in both totals as they stand. 
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The deduction to be made is £97, 331, 848, viz ; -

Government purchases from Bank 

BarB 

Sovereigns 

Bank purchases from Gove rnment 

Received by Bank from Gove rnment 

Bars 

Sovereigns 

Received by the Government 
from Bank 

£6 1, 412 , 897 

4,000,000 

£10 , 004, 680 

4,000,000 

Bars £8 ,  148, 012 

F rench Coin 5 , 393, 526 

Sovereigns 104, 500 

U . S. A. Coin 358, 642 

and for German gold in London 

Total 

£65, 412, 8 97 

Nil 

14, 004, 680 

14, 004, 680 

. 3. 909 , 591 

£97 , 331, 848 
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The net total of gold received at ottawa waS 

therefore £323 , 303, 235 less £97, 331, 848 - £225, 971, 387. At 

the par of exchange the latter figure represents a l ittle 

under � l ,  100 mi llions. 

Sir Thomas White ,  writing on the subject of gold 

movements through ottawa during the war, in a series of 

articles for the Montreal Gazette, appears to put the total 

gold handled at about �1, 204 millions (Article V .  29 January 

192 1 )  . In this f igure he no doubt included part or all of 

about £26 millions of Calais Agreement gold. If the whole 

of this were included it would account for, say, another 

�126 millions. With this addition the total arrived at 

above is not so very much in excess of that which the 

Canadian Minister of Finance indicated in his newspaper 

article. 

Of the £226 millions received at Ottawa, about 

£165 mi llions passed on to New York ( see Note at end of 

U. S.A.  Section ) .  
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Gold shipped direot to New York 
(including Calais Agreement Gold) 

The total amount shipped through the Bank ' s  agenqy 

t o  New York and delivered to J . P . Morgan & C o .  i s  a figure 

whi ch can only be ascertained approximately, in view of the 

fact that the Bank do not now possess, and were not 

invariably furni shed with details of the out-turn of the g o l d .  

I t  i s , however, pos�ible t o  arrive at a total which, for a l l  

praotical purposes , may 'be regarded a s  sufficiently cccurate . 

No sati�factory divis i on of the proceeds can be 

made between the a ccounts of H. M. TreasUl�, the London 

Exchange Committee and the Bank of England, but as already 

menti oned, this i s  of little importance , a l l  these accounts 

rea l ly b e l onging t o  the British Government, with the 

exception of the Exchenge Advance Account of the Bank in 

1915 (q. v. ) .  

Receipts were as f o l lows : -

Bar Gold 

From London 
s d 
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June 1916 
to 

Feb. 1917 22 shipments 7 , 06 1, 602· 886 Ozs. Std. @ 77/9 - £3 1, 658, 906 ( e )  

1916 
to 

1917 

From London 
Ottawa, & France say 26, 999, 697 ( b )  

( Calais Agreement ) 

£5 8, 658, 603 
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U. S. A. Coin 

Aug. 1916 From London 
s d 

54, 000 Ozs.  @ 76/3t = 

1916 
to 

1917 

From London 
& Ottawa �79, 440 , 000 

(Calais Agreement ) 

French Coin 

From London 

say, 

s d 
Dec. 1915 

Aug. 1916 

6 shipments 634, 847. 162 Ozs. @ 76/2t = 
s d 

1 shipment 1 , 050,000 Ozs.  @ 76/2t = 

German Coin 

Feb . 1917 From Ottawa 
(CalaiS - Agreement ) 

Dec. 1915 From London 

1 shipment 

1916 From Australia 
to 

1917 21 shipments 

Br! tish Coin 

Feb . 1917 From Ottawa 
( Calais Agreement ) 
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£205, 988 ( a )  

16, 323, 511 (b ) 

£16, 529, 499 

£2 , 419, 032 ( c )  

4 , 000 , 938 ( a )  

£6 , 419, 970 

£1, 419 , 6 1 1  (b ) 

£400, 000 ( c )  

10, 500, 000 ( d) 

512, 000 ( b )  

£11, 412, 000 
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Summary of Receipts 

Bar Gold 

U. S . A. Coin 

French Coin 

German Coin 

Br! tish Coin 

£58, 658, 603 

16, 529, 499 

6, 419, 970 

1, 419 , 6 11 

11, 412 , 000 

£94, 439, 683 

( a )  These shipments of gold to America for Government 

account began in June 1916 and continued steadily unti l  

September of that year, ·by which time nea'rly £35 milli ons 

had been despatched. A further £1 million was shipped in 

February 1917 . On six occasions the gold was sent by war-

ship, usually via Halifax, while 14 conS ignments were 

fonva.rded, via Montrea l ,  in steamers of the A l lan and 

Donaldson Lines, sailing from Liverpool and Glasgow. I n  

the case of the former shipments the gold waS delivered at 

the port to the warship by a representative of the Bank of 

England, while arrangements for the latter were made with 

the Dominion Express Co. , whos e  cha rge from the British port 
B d 

to New York was 5/1%. There were also two shipments by 
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liner direct to New York covering about £2, 120, 000. The 

last-named amount o� gold was applied to the reduction of 

the London Exchange Committee ' S  advance, the remainder of 

the £36 mil l i ons being credited to H. M. Trea.sury. 

In July the Bank suggested that a l l  such shipments 

should be excluded f'rom the pub lic returns of' exports and, 

to assist in the preservation of' secrecy, the consignments 

were described as "boxes of metal " .  

No particula. r trouble was experienced in connection 

with the transport of 21 shipments made between June and 

September 1916. Before the last shipment in February, 

however, the position had become much more difficult owing 

to the intenSification of the submarine campaign ( s ee also 

under 'll·) . 
In December the Treasury pressed for the shipment 

of further gold and on the 12th January urged that not less 

than £10 milli ons a week should be sent. But the Admi ra1 ty 

were unab le at this period to provide transport sufficient 

to meet this demand. 

In January 1917 . J . P. Morgan & C o .  notified the Bank 

that all the gold whi ch, so far as they were aware, was on 

its way to them had arrived and- asked for advice as to the 
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sltuatlon. Lord Cunliffe took the line that it was not 

des i rab le to inform them as to future shipments , especial ly 

in view of the leakage of information which had occurred in 

oonnection with the Russian gold*. Following thiS he 

diverted to ottawa a shipment which the Government had given 

instructions should be sent direct to New York, an action he 

defended on the ground that the formation of gold reserves 

outside the Empire had always been a policy rundamenta lly 

opposed to the vi ews of the London Exchange Committee and 

also because he feared "e. recurrence of the troubl e  lately 

" experienced, when the Americans complained that gold was 

"being shipped to them beyond thei r  requirements" (L. 22/1/17 ) ·  

In February and March the Government pressed for 

the Currency Note gold to be shipped but the Bank pointed 

out the great risk that would be incurred, and it rema ined 

in London. One final conS ignment of £1, 000, 000 gold was, 

however,  s ent by warship on the 25th February. About this 

time the Governor waB so impressed with the need for secrecy 

*At other times also, compla ints had been made on this score. 
In 1916 in connection with the South African shipments to 
America announcements had appeared in the press once o r  
twi ce. The Insurance Brokers were suspected on one occaSion 
and delay in delivery at Hal ifax was respons ible on another. 

' 

(Morgans themselves were not accused. ) 
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that he discontinued for a fortnight the weekly statement of 

gold movements which had long been furnished to the Treasury. 

( It was re-instated at the request of Sir R. Chalmers .*) 

From March onwards shipments were made to Ottawa . 

unti l  in May 1918 the Treasury expressed doubt as to the 

advisab i lity of accumulating further quantities of gold 

there. The amount then held at that centre was large and 

considered suffi ci ent for all needs , It was thought that 

in certain contingencies the United States Authorities might 

put p ressure on Great Britain to part with a portion of the 

gold if too much were depoBi ted in Canada . The Bank there-

UDon ceased shipments to North America, the South African 

gold being transported to London ( see South African Section ) .  

( b )  This represents gold received under the Cala is 

Agreement of the 24th August 1916 . Under that Agreement, 

and its subsequent modifications, the French Government 

undertook to request the Bank of France to place at the 

disposal of R. M. Treasury a sum of gold amounting i n  all to 

£53. 333 . 000. The gold was delivered at French ports in 

fourteen cons ignments. One shipment was sent di rect from 

France to Canada ; the remainder were all conveyed across 

1!-Joint Secretary to the Treasury 
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the Channel by the British Admiralty and collected from the 

English port by representatives of the Bank of England. 

From thence the boxes were despatched unopened to New York 

or Ottawa . All the gold, exoept the last consignment from 

France and that lost in the " Laurenti c " ,  eventually reached 

J. P. Morgan & Co" New York, for account of H. M. Treasury, 

According to the figures furnished by the Bank of France, 

the gold consisted of -

Bar Gold FCB . 706, 101, 473' 24 

United States Coin �79, 440, 000 

New Frenoh Coin Fcs . 154, 000, 000 

German Coin MkB. 29,  760, 000 

RuSSian Coin equivalent to FOB . 30, DOO, DOO 

and Sovereigns £512, 000. 

All of this was Bent on to New York, except the 

RuSSian Coin and FC8 . 54, 000, 000 of the French Coin, which 

formed the cons ignment retained by the Bank. In December 

1916 the Finance Minister at Ottawa (as exulained in the 

Canadian Section) misunderstood the Bank ! s  request to 

dellver " s ealed boxes" only and parted with some of the 

Bank! s own gold instead. The fourteenth consignment was 

Bold to the Bank ( on 10th May 1917 ) in part payment for this 

delivery. 
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It is not possible to make more than a very rough 

estimate of the out-turn of the calais gold, but, making no 

allowance for expenses , the gold supplied would seem to have 

been nearly £250 , 000 in excess of' the amOWlt agreed upon.* 

Unt i l  December 1916 the shipments were of £4, 000, 000 each, 

but on the 13th of' that month, aB gold was urgently required, 

the Bank consented to increase the cons ignments to 

£5, 000 , 000. Shortly after, the " Laurentic" , carrying this 

amount , was sunk (January 1917 ) off the coast of I reland. 

The end of' 1916 waS the most anxious period of the 

war from a financial standpoint. With the movement of the 

calaiS gold between September 1916 and January 1917 shipping 

dl�ficulties accumulated. 

Early in December the Treasury expressed anxiety 

that a ll avai lable gold, except that held for the Currency 

Note Account (£28� mi l lions ) should be shipped as quickly as 

possible. The terms of the letter seemed to indicate the 

opinion that the Bank had not made suffiCient e�forts to 

Secure transport. As a matter o� fact, the Bank had been 

constantly pressing the Admiralty to prov i de ships, the 

Governor calling on Admiral Ollver two or three times a week. 

*i . e . including the Laurenti c ' s  gold. 
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But the Admiralty were short of vessels owing to there be ing 

a German raider in the Atlanti c .  Indeed Admiral Oliver 

complained ( L . 22/12/16, at which time four warships were 

engaged in carrying gold) that the chances of capturing the 

raider were being spoilt. Moreover, by this time all troop-

ships were being oonvoyed, on account of the Bubmarine menace. 

The Bank suggested that if the Treasury were 

dissatisfied they should undertake the shipping arrangements 

thems e lves. The Treasury, however, asked the Bank to 

continue. Several difficulties aris ing out of divided 

responsib i lity came up from time to time; nor was this 

surpris ing, as the Treasury, Bank and Admiralty were all 

involved in each Shipment. One of the annoyances was that 

vessels constantly arrived before the name of the consignee 

had been cabled. The need for s.ecrecy led to this inf'or-

mation being a lways withhe ld to the last. The Commander-

in-Chief of the North American and West Indles Station 

complained that he had been ob l iged to wire for instructions 

on nine separate occasions. The respective share of the 

Treasury, Bank and Admiralty in the fai lUre to 'despatch the 

advices in time were evidently rather difficult to al locate. 
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Wi th regard to the " Laurentic" it DRY here be 

added that nearly all the gold WaS sa.lved between 1917 and 

the end of 1923. 

( 0 )  The sovere igns and French Coin shipped in December 

1915 represent part of the £20, 823, 000 gold which had been 

collected from the Bankers in London in the previous August ; 

F rench Coin being substituted to the extent shown owing to 

the demand whioh the Bank of England were experienc ing at 

that t ime fo r sovereigns for export. The gold would have 

been shipped to Canada, as in the Case of the balance of the 

special collection, but there were no facilities at the t ime 

fo r doing so.  Upon arrival the gold was handed to the 

American Express Company, who delivered it to J . P. Morgan & 

Co. for the account of R. M. T reasury. The gold was shipped 

by steamers of' the Cuna.rd, White Star and American Lines . 

Some shipments were insured and some were not. 

( d )  Particulars of these shipments wi ll be f'ound in 

the Austra l ian Section. 
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Gold shipped direct to New York 

As explained in Chapter IV the Bank o� England 

began to support the Ameri can Exchange early in 19151 

acting through J . P . Morgan & Co.  The debt incurred was 

discharged in the fol lowing September and three shipments of 

gold were made by warship from Great Bri tain in July and 

August for this purpose . The gold was ' delivered by a 

repres entative of the Bank at the British Port, whence the 

Admiralty conveyed it to Hali�ax, delivering it there t o  the 

Ameri can Express C ompany. 

freight @ £1 per cent. 

The Benk paid the Admiralty 

The gold consisted of 2,522 , 000 ounces of U. S. A. 

Coin and £2, 390, 000 of British Coin. J .P.  Morgan & Co . 

arranged insurance from Halifax to New York ; no other 

insurance was effected . These were the first shipments 

made to Ameri ca by or through the Bank since the beginning 

of the war ; though attempts were made t o  keep the matter 

secret some particulars appeared in the Canadian Papers . 

. After deduction of expenses incurred by J . P .  Morgan 

& Co. , the net yield of this gold was �5S, 376 , 639 ' OS 

(@ 4. s6§ = £ 1 1 , 995 , 364 ) .  
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Note on Total Gold dealt with in New York 

The total amoW1t of' gold delivered to J. P. Mo rgan & 

C o .  during the war was J of' oourse,  much in excess of' that 

shipped direct to New York. The grand total appears to have 

been as fol lows : -

Government deliveries 
from Ottawa - Bar Gold 

Sovereigns 

French Coin 

Japanese Coin 

Austrian Coin 

U. S.A.  Coin 

1915 Bank of England deliveries 
f rom Ottawa 

1915 Bank of England deliveries 
f'rom Montreal 

£120, 721, 681 

17, 204, 500 

13, 944, 976 

192, 085 

21, 129 

358, 642 

£152, 443 , 013 

12, 224, 050 

241, 686 

Total from Canada £164, 908, 749 

Government Account - Shipped direct 94, 439, 683 

Bank of England AccoW1t 
1915 

" " 1 1 , 995 , 364 

£27 1 , 343 , 796 
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Memorandum on Gold Exports 

The fol lowing figures are taken from a letter of 

the 12th Apri 1 1919. addresfl'ed to the Secretary of the 

rrreasury . ( S imi lar figures were furnished periodi cally 

during the war from January 1917. ) 

August 1914 to 31 March 1919' 

( s. )  Total amount of gold exported from and 
through Great Britain ( apart from the.t 
exported privately without the inter­
vention of the Bank of England ) .  

Of' this amount there was furnished 
exclusively by Great Britain. including 
gold acquired by the British Government 
and the Bank of England in Australia , 
Canada., &c. 

( b )  Total amount exported from F rance under 
agreements with Great Britain £112, 333, 000 

Less re-exports of the same 
gold 2,334, 000 

( c )  Total amount furnished by Russia under 
financial agreements with Great Britain 

( d )  Total amount furnished by Italy under 
financial agreements with Great Britain 

The aggregate amount under a l l  four heads above-

£389, 079, 000 

£191, 379, 000 

£109, 999, 000 

£68, 000, 000 

£22 , 200, 000 

mentionpd actua l ly sent to the United States £308, 7 87 , 000 

*OWing to the fact that these figures have not been ca l cu lated 
to e, later date than March 1919 no attempt has been made to 
verify them with the parti culars given elsewhere in this 
chapt er, but there i s  no reason to suppose that they are 
incorrect so far as they go . 
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Arrangements respeoting production, purchas e  and custody; 

also shipment and disposal of gold for account of 

H. M. Treasury and the Bank of' England. 

SOUTH AFRICA 

Production, Purchase and CUS� 

On the 14th August 1914, after making preliminary 

arrangements with the South Afri can Government , the Bank 

issued a memorandum stating that they were prepared to 

purchase on the baSis of £3 : 17 :  9 per standard ounce , subject 

to the Bubjoined conditions, such gold as might be deposited 

to their order in the name of the Minister of Finance and 

Defence of the Union of South Africa at the Johannesburg, 

Pretoria. and/or Cape Town Offices of' any of the following 

Banks ) vi z .  

Af'rican Banking Corporation, Ltd . , 

Ne. tional Bank of' South Af'rica, Ltd. , 

Standard Bank of' South Ai'rica, Ltd. 

( a )  Particulars of' deposits to be advis e d  by cable by 

the Firian ce Minister through the High Commissioner 

in London ; 

( b )  97% of the value (aB certified by the official 

As sayer of' one of' the three South African Banks ) 
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to be advanced in London on receipt of cab le 

advioe of deposit, the balanoe to be adjusted 

on de l ivery or the gold in London ; 

( 0 )  Deposits to be made free of expense ; and a l l  

subsequent oharges up to the time of delivery 

at the Bank of England, ino luding cables, 

freight, insurance, &0. to be paid by the 

depositor; 

( d )  T ime of shipment to be entirely a t  the 

disoretion of the Bank of England. 

Al I ·
payments for gold sO deposited were made 

b y  the Bank to the London Offices of the three South 

African Banks, who in turn credited the various Mining 

Companies. In the case of the first few deposits of 

Transvaal gold it was impracticable to obtain an 

independent assay as the gold was actually in course of 

be ing for\mrded for shipment when the purchase sc�eme 

came into operation, s o  the Bank agreed to pay on the 

mine s '  valuation subject to the guarantee of the South 

African Banks, supported by that of the Union Government, 

to make good any shortage which might eventua l ly result: 
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s imilar undertakings were given by the British South 

Africa Company and by Lazard Brothers & Co. wi th regard 

to Rhodesian and Belgian Congo gold respectively. 

The Union Government accepted full respons i-

bility for the safe custody of the gold whilst deposited 

in their name with t�e BankB in South Africa. 

These arrangements remained unaltered until 

April 1916, when the limit of advances was increased to 

981% and the Bank reserved the right to ship the gold to 

any destination other than London on the undertaking 

that the total expenses of any such shipments should not 

appreoiably exceed those at the time l�ling for ship-

ments to London. -J!. 

In April 1918 the Council of the Institution 

of Mining and Metallurgy issued a Report on the position 

of the gold output of the British Empire, emphasising 

the prospect of a serious diminution in production owing 

to the reduction of profit resulting from ( 1 )  increased 

cost of supolies, ( 2 )  scarcity and cost of labour and 

( 3 )  diminished grade of ore in certain cases ; recommending 

a bounty on output to anable the poorer mines to continue 

*It may perhaps be mentioned here that in the Autumn of 
this year ( 1916 ) a proposal to establish a Mint in S outh 
Africa was put forward by the Union Government . H .  M. 
rrreasury suggested that the question should be postponed 
until after the War, The Bank wrote to the Treasury 
deprecating any departure from the methods hitherto 
employed, whi ch were to the advantage of London . 
( C . C. 0 . 493 fo.  106 ) 
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opel�tions and generally to stimulate production; 

expressing the opinion that the gold mining industry was 
• being hardly treated inasmuch as the price paid to the 

Producers waS fixed at the pre-war level whilst working 

,expenses had increased, and stating that a considerable 

profit could be made if the Mines were allowed to sell 

their gold in South America and remit the proceeds to 

Londoh. ( It will  be observed that the Bank of England ' s  

Memorandum of' 1914 m a de no stipulation that the whol e  

of the Mines I output should b e  sold t o  the Bank. The 

Producers were apparently always at l iberty to dispos� 

elsewhere of a part or indeed all of their gold. More-

over ,the informal agreement with the Bank COUld, no 

doubt, be terminated on either s ide at notice. Never-

theless the Producers seem to have considered themselves 

bound to the Bank as regards the whole of their gold. 

Possibly some oral understanding on the matter had been 

reach�d with Lord Cunliffe ) .  

Almost immediately after the issue of' this 

Report Sir Lionel Phillips , representing the South African 

Producers, ent.ered into protracted negotiations with the 
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Governors with a view to securing for the Companies 

more advantageous tel� for the disposal of their out-

put; and in the following July the Gold Producers ' 

Commi ttee, representing practically the whole of the 

Producers of the British Empire, addressed a letter 

to the Chancellor of the Exchequer call ing for an 

enquiry into the whole question of gold production. 

The matter was also referred to General Smuts ,  and 

la ter to General Botha., both of whom were in Europe in 

co�ection with the peace negotiations. As an outcome 

a Committee, consisting of Lord Inchcape, Chairman, Slr 

Thomas Elliott, Sir Charles Addis and Mr. W. H . N. Goschen, 

was appo inted on the 27th Septemb�r 1918 with the 

following terms of reference :  " To consider and report 

"upon the effect of the war upon the gold production of 

"the British Empire with reference more particularly to 

" the treatment of low grade ores and how far 1 t may be 

" of importance to national interests to secure the con-

" tlnuance of' the trea.tment of' such ores a.nd generally 

" how to stimUlate the production of gold. tI This 

Committee found that up to the date of ·their appointment 
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the treatment of' low grade ore in the Transvaal had not 

been reduced by the war to any determinable extent; and 

they reported against any bounty or subs idy being paid 

f'or the purpose of' stimulating th.e gold output.* 

Early in 1919 a. movement in favour of the 

.establishment of a Refinery and Mint in South Ai'rica 

b.ecame very pronounced, and the Bank thereupon considered 

the advisabi lity of erecting a Refinery in London to 

deal,  free of' profit to themselves, with all the South 

Af'rican gold sent here. This it was thought would 

remove the Producer ' s  grievances respecting refining 

charges, and hence attract the raw metal as hi th,erto, 

thus tending to maintain London ' s  position as the 

prinCipal gold market. 

The Transva.a.l Chamber of': Mines offered to 

find the Union Gove rnment the money for the local 

R.efinery and Mint ; the cost to be repaid gradually out 

of prof'its ; all the South Af'rican gold to be minted 

there , and Notes to be issued by the Govelnment against 

gold held. Sir Lionel Phi l lips, however, cabled to 

South Africa advising the Mine Owners to erect thei r  

*See also Appendix:- S i r  Brien Cokayne ' s  evidence before 
Cunlif'f'e Committee on the 8th July 1.918,  and reference 
in Chapter XII .  
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own Refinery quite independently of the Government and 

to keep the refined gold for disposal anywhere, 

In December 1918 and again in MBy 1919 the 

Governor-General of South Afri ca.. approa ched the Colonie,l 

Secretary pointing out the serious position of the gold 

mining industry and suggesting t'or the assi stance of' 
s d 

poorer mines a contribution of 7/6 per cent. out of the 

£ 1 ; 5/ - per cent. of the ve, lue ot' gold shipped deducted 

by the Bank in respect of freight and insurance ; also 

enquiring the views of His Majesty 1 s  Government on the 

further suggestion that the industry might obtain a 

better price by s e lling direct to the United States of 

Ameri ca or in other MBrkets . Irhe Governors referred 

back to the Treasury the question of the charge for 

freight and insurance , as the profits on bullion had 

been paid over by the Bank to the Exchequer . The 

Treasury declined to admit the claim for contribution 

out of fre i.g:p.t &c. charges on the grounds that, as 

pointed out by the Co��ttee on Gold Production, the 

inclusive rate was less than the market charges 

would have been for these servi ces j and as l'egards 
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the disposal of the gold it was stated that the Bank 

had, with the knowledge of General Botha, made certain 

provisi onal proposals to the London representatives of 

the Mines and were awaiting their reply. 

The Producers continued to sell their gold to 

the Bank until July 1919, the total thus disposed of 

amounting to £205 , 861, 063 ( including gold from Rhodesia 

and Belgian Congo ) ,  viz : -

1914 £16, 044 , 126 (from beginning of August) 

1915 4 1 , 456 , 440 

1916 44, 291, 710 

1917 42, 730 , 383 

1918 38, 997, 335 

1919 22, 341, 069 (to end of July ) 

£205, 861, 063* 

As a result of the negotiations above referred 

to, a new agreement was concluded in July 1919 between 

the Bank and the Representatives of the South African 

Gold Mining Companies in the following terms : -

" 1 .  All gold, refined and unrefined, produced in South 

*It must be borne in mind that these figures repres ent the 
declared value of the gold @ 77/9 per oz.  std. ( as certified 
by the Offi cial As�ayer under the Agreement ) .  It differs of Course from the actual Qut-tul'n figures given in certain 
other Sections, e. g, Canada. 
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"Afri ca, except such amount as may be required t o  

"meet local currency requirements,  to b e  shipped to 

"England by the Producers consigned to the Bank of 

"England. 

" 2 .  Subject to satisfactory arrangements having been 

urnade as regards shipment, insurance , &c. , the 

"Bank of England to be prepared on reoeipt of' 

11 advi oe of shi pment to pay to the Bankers of the 

"Produoers by way of advanoe an amount equal to 
s t l77/ - per ounce stE'.ndard of the gold oontents of' 

" the raw gold shipped, such advanoe to bear interest 

"at the current rate of' dis oount for the issue of 

"British Government Three Months I .  Treasury B i lls 

" ( when such B i lls are on issue from day to day to 

" the Pub li c )  or at one per cent. under the Bank rate 

"varying , whichever may be the l ower. rrhe advanoes 

" t o  be repaid with interest out of the prooeeds of 

"the sale of the gold on arriva l ,  or earlier at the 

" option of the Produoers . 

" 3 .  Unrefined gold t o  b e  delivered by the Bank of 

"England on arrival to such Refiners as may have 

317 

Bank of England Archive (M7/157)



GOLD. 
(ABROAll ) 

THI; BAN� OF ENGLAND. 101�-1lI21. 

GOLD AND S ILVER 

GOLD HELD ABROAD FOR ACCOUNT OF H. M. GOVERNMENT 

AND BANK OF ENGLAND 

SOUTH AFRICA 

"been appointed by the Producers or their Agents 

"under standing instructions. 

"4 .  Refined gold, including gold refined after arrival 

"in London, (and silver) to be dealt with through 

"the Bullion Brokers or through such other channel 

"as the Producers or other Agents may arrange. 

"5· The Bank having rece ived authority from the Treasury 

"undertake to issue li cences for the re-export of 

"the gold at any time within the period of five 

"weeks from the date of the arrival of the gold at 

"the Bank. 

"6.  For the purpose of shipment to foreign countries 

IIwhere sovereigns are necessary, the Bank to make 

"payment in sovereigns for gold sold to them at 
s d 

11 77/9 per ounce standard by the Producers and the 

" export li cence in respect of such gold to apply 

" equally to the sovereigns issued in payment 

" therefor. 

"7 .  The Bank: of England to make no charg.e for their 

" services .. 

" 8 .  All charges for freight, insurance, refining, 
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ltaSElaying and commissi ons on sales or other costs 

" or expenses to be defrayed by the Producers . 

" 9.  The arrangement to b e  subj ect to termination et 

" s ix months ' notice on either side . "  

(N. B .  The notice required was reduced to three 
months in January 1920 ) .  

1J.1he principal Rhodesian Producers entered into 

an exactly simi lar Agreement about a month later: in 

their case ,  however, there was no subsequent reduction 

of the notice required for denunciation of the Agreement. 

At first the Bank declined to regard the three South 

African Banks as Producers within the terms of the 

Agreement ; but after a time these Banks were allowed to 

palticipate on condition that they satisfied themselves 

that they were receiving the whole of the output of the 

srna.ll Producers whose gold they purchased. 

On receipt of official notifi cation of accept-

anoe of the new Agreement by the Companies the Bank offered 

to provide forthwi th, on account of each week ' s  output , 

such quantity of refined go Id from their stook in London 

as was necessary to meet the reas onab le current demands 

319 

Bank of England Archive (M7/157)



GOLD. 
(ABROAD ) 

THE BANK OF ENGLAND. 191.-1921. 

CHAPl'ER V 

GOLD AND SILVER 

GOLD HELD ABROAD FOR ACCOUNT OF H. M. GOVERNMEN'r 

AND BANK OF ENGLAND 

SOUTH AFRICA 

of the rrrade, the gold so supplied be ing sold for 

account of the Mines and replaced from the unrefined 

gold on its arrival here. 

Advances were made against the first week ' s  

deposi ts under the new Ag.reement; but as some of the 

groups wanted the advance from the Bank and others did 

not, the dlff'icul ties of arranging prompt shipments of 

gold, part of which waS free and part hypothecated, proved 

to be so great that the advances were repaid and all the 

Companies made their finanoial arrangements independently 

of' the Bank, whilst reserving their right to take 

advanoes in accordance with Clause 2 of' the Agreement. 

The first "free" oonsignment of gold did not reach London 

until the 9th September 1919.* 

In view of the fact that Producers were not 

taking advances from the Bank, and also that the long 

distance separating the Union Treasury ( in Pretoria) 

from the port of departure would make the lodgment of 

insurance policies and Bills of' Lading in respect of 

shipments very complicated, the Union Treasury informed 

the Transvaal Chamber of Mines in November 1919 that they 

�It may b e  noted that at a C ommittee of' TreasulY on the 
3rd September 1919 it was agreed that the Be le of gold 
b efore 1 ts B,rr1 val i.n this country would be oontrary to 
the intention of the agreement with the S outh Afri can 
producers . 
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felt they could not successfully act as Agents for the 

Bank of England, and that in the circumstances the 

Producers should continue to finance and dispose of their 

output in the same manner as they did before th.e war. 

Sir Sotheln Holland, of the Central Mining and Investment 

Corporation, did not cons ider it necessary to take 

notice of this lett.cr, as in the event of it be coming 

advantageous to the Producers at any time to take 

advances from tl:\.e Bank they would have to induce the 

South Afri can Treasury to comply with the Bank ' s  

oondi tions o r  else to make Borne other arrangements which 

would satisfy the Governors. 

In January 1920 the Bank acceded to a request 

of the Union Government for about 130 ounces of gold 

per month to be retained for sale to local jewellers, 

but stipula.ted that such gold be sold at the world price 

and used for the purpose of local trade and not for 

export. 

A forml Agreement dated 10th June 1920 was 

signed by Sir Ernest Harvey on behalf of the Bank of' 

England and by Sir Evelyn WaIlers ,  President of the 
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TI'ansvaa.l " Chamber of' Mines, on behalf' of' the various 

South Af'rican Gold Mining Compani es. The concession 

to jewellers was not embodied therein, but was oon-

firmed by the Bank r 8 lett.er to Sir Lionel Phillips 

of the 28th May 1920. 

It DRy be noted here that information reaohed 

the Bank indireotly to the effect that the Companies 

considered unne cessary delay had been caused by the Bank 

between the "unpegging" of' the American Exchange· on the 

19th March 1919 and the signing of' the new Agreement on 

the 24th July 1919. A Memol�ndum formulating the Bank ' s  

answer to this charRe , which they considered baseless, 
a 

may be found in C . C. P. 212.  f. 279 . '  

The following tables show the amount of gold 

imported from South Africa. and elsewhere , undel' 

Agreements mad,e with the Bank, during the two years 1st 

September 1919 to 31st August 1921 and how it was 

disposed of. It will be observed that the chief 

demand came first from India. Subsequently the United 

States of America received nearly all availa.ble supplies , 

the depreciation of the European exchanges in terms of 

*AS early as the 26th March 1919 the Governor suggested t o  
the Committee of frreasury that the Bank of England should 
pay the S outh Afri can producers the �ame price for gold as 
they would obtain ei the!' in the United Ste .. tes or in Cane,da . 
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the dollar and the f'act that large purchases of' f'ood, 

raw materials &c. had to be made f'rom Ame rica inevitably 

makip� that count1� the dumping ground of' the worl d ' s  

output. It will also be seen how great was the demand 

of' the home trade imme diately upon the removal of' the 

restricti ons on the supply, a demand which was for some 

time ready to pay the export prioe and which is believed 

to have att1�cted furthe r quantities of' the metal f'rom 

the Continent . The reduction of this demand in the 

following year to one eighth of' its amount seems to 

indicate a rather violent reaction. 

1919 
1 Sept . -

1920 
31 Aug. 

Imnort of' Bar Gold 

South Afrioa. 

West do. 

Belgian Congo 

Approximate value 
@ 77/9 per o z. std. 

£39 , 339 , 000 

988, 000 

233 , 000 

£40, 560, 000 
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Import of Bar Gold (Contd. ) 

Approximate value 
@ 77/9 per oz. std. 

1920 1921 
1 Sept . - 31 Aug. South Africa 

West do. 

Belgian Congo 

Borneo 

Sundry 

£35, 883, 000 

839, 000 

397, 000 

52, 000 

127, 000 

£37, 298, 000 

Export of Gold under Li cence 

Destination 

United States 

South Afrioa 

South America 

Straits Settlements 

India 

Java 

West Africa. 

Carried f'orwaTd 

1919 
1 Sept . -

1920 
31 Aug. 

£7 , 600 , 000 

4, 300 , 000 

4, 220, 000 

4, 500 , 000 

15, 000 , 000 

400, 000 

65, 000 

£36 , 085, 000 

1920 
1 Sept'. ' 

1921 
31 Aug. 

£35 , 5 10, 000 

1, 110, 000 

50, 000 

1, 000 

£36, 671, 000 
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Exoort of Gold under Licence (Contd. ) 

1919 
Destination 1 Sept . 

1920 
31 Aug .  

Brought forward 

Egypt 

Continent 

Ja.pan 

Other C ountri es 

Tra.de 

Di �uosal end Shipment 

£36, 085 , 000 

545 , 000 

2 , 600 , 000 

130 , 000 

1 , 200 , 000 

£40, 560, 000 

1920 
1 Sept . -

192 1 
31 Aug . 

£36, 67 1 , 000 

24, 000 

394 , 000 

43, 000 

16 , 000 

150, 000 

£37 , 298 , 000 

The South African raw gold purchased by the 

Bank during the period from the commencement of the war 

unti l the conclusi on of the new Agreement with the 

Producers in July 1919 was dispo�ed of as fo1Iows ; -
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(a ) Shipped to London to be refined £122, 639,037 

" India and subsequently 
brought to London to 
be refined 

making the total 
refined in London 

3,542,119 

(b ) Shipped 

(ab ) " 

to Ottawa to be refined £61, 622, 730 

" Devonport: and 
subsequ.ently to Ottawa 
to be refined 

" India, and eventually 
sent on to Ottawa to 
be ref'ined 

making the total 
refined in Ottawa 

( c ) Shipped to India and sold there 
as raw gold 

(making a total of' 
£7, 526, 196 shipped in 
the f'irst place to India ) 

( d ) Shipp ed to Australia to be ref'ined 

( e ) Lost at Cape Town and Sierra Leone 

7, 666 , 781 

2, 968,705 

£126 , 181, 156 

72, 258, 216 

1, 015, 372 

6, 400, 227 

6, 092 

£205, 861, 063 
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( a )  Shipments to this Country by Warship 

Of the total shipped to London, £74, 512, 859 

was conveyed by warships or by tl�ns�orts sailing under 

Admiralty control, all but £9, 957, 635 being shipped 

prior to the conclusion of the Armistice. 

The first consignment, aggregating £7, 990, 511, 

was brought home by warships in February 1915 at the 

instigation of the Admiralty without the p l�vious know-

ledge of the Bank; hence no arrangements had been made 

respecting freight and insurance. It was subsequently 

arranged that the Admiralty should be paid an inclusive 
s d 

charge of' 7/9 per cent. to cover freight and insurance 

(both marine and war risks ) :  this rate was based on 
s d 

the Union Castl.e Company I s pre-war freight rate (413 ) 
s d 

a.nd the current marine insul�nce rate (3/6 ) ,  nothing 

being added for war risks. The expenses of the Union 

Government for cables &0. were also charged to the Mining 

Companies at a later date. 

Arising out of' this shipment, Admiral King-Hall, 

who was then Commander-in-Chief at the Cape of Good Hope, 

oontest.ed the view taken by the Admiralty that the right 
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of officers of H . M . Navy to receive freight for the 

conveyance of treasure as recognised by a statute passed 

in 1819 had been abolished by an Order in Council dated 

the 27th October 1914, and he instl�cted his Solicitors 

to enquire wheth.er the Bank were prepared to pay him a 

reasonable rate of freight; and, if they were not, to 

institute proceedings. The Admi l�lty raised no objection 

and the case was eventually tried in the King I S Bench 

Divi sion, Comme rcial COUl�, as King-Hall v. Standard Bank 

of South Africa. (who were the Bank originally interested 

in the gold ) ; but the action fai led and on the 14th 

March 1919 Mr. Justice Ba.ilhache d�livered judgement for 

the Defendants with costs. 

The Union Castl.e Steamship Company also 

contended that this shipment consti tut.ed a breach of' 

thei r  agreements with th.e Mining Companies and the South 

Afri can Banks whereby all gold exported by the Mines 

from South Africa during a period of' ten years f'rom 1912 

should be shipped by the Union Castle Company ' s  at_eamers 
s d 

at a net rate of' 4/3 per cent. I and they endeavoured, 

without success, to move the Bank to compensate them in 
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some way for the loss sustained or to res erve the 

f'r.eight at issue pending th.e result of' any action which 

they might decide t o  take . 
, 

In Ma¥ 1915 there was the possibility of' 

another shipment being made by warship, and Lord Cunliff'e 

agreed with Sir John Bradbury that the Admiralty should 

be paid a covering rate of' 1 per cent. to in clude freight, 

insurance and all exp ens.es from door to door. No 

furthe r shipments were, however, effected by warship 

until June 1916 when a further £4, 000, 000 was to be 

brought home. It was then arranged between the Bank 

and the Treasul� that in view of' the increase in the 
s 

market rate :for war risks insurance to 21/- per cent. 

the Admiralty should be paid for thei r services in con­

nection with that and all subsequent similar shipments 
s 

the Whole o:f the balance of' 25/- per cent. hitherto 

retained by the Bank to cover freight and insurance, and 

that the Bank should recoup themselves from the Treasury 

for any expenses incurred over and above the payments to 

the Admiralty. It was also agreed that the Gove rnment 

should accept all insuranoe ri sks in oonnection with any 
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gold which the Bank might find it necessary t o  ship in 

any part of the world. When the rate for war risks 

insurance went up to £2: 2 :  - per cent. the question of 

the inclusive charge made to the Mining Compan ies was 

raised with the Treasury ; but at the same time Lord 

Cunlif'f'e expressed the opinion that it would not be 
8 

expedient to alter the 25/- rate , and Sir John Bradbury 

concurred in that view. 

Another £4 , 000, 000 was brought home direct in 

Decembex_ 1916 i but after that date Sierra Leone was 

used as a kind of clearing station and most of the con-

signments were brought there from the Cape by convoys of 

troopships and the ir escorting warships, and landed or 

transhipped there according to the opportunities offer-

ing for shipment either to London or Ottawa. When 

landed, the gold �s stored at the Freetown Branch of 

the Bank of British West Af'rica (whose services were 

recognised by payment of a fee of one hundred guineas ) .  

Several cons ignments shipped by transport 

convoys were plac�d on ships chartered by the Austral ian 

Government and in these. instances the Admiral ty paid the 
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Commonwealth Shipping Representative freight at the rate 
s d 

of 4/3 per cent . regardless of whether the gold \'Jas 

carried from Cape Town to Sierra Leone, from the Cape to 

this countr�y, or merely brought here !'rom Sierra Leone . 

Shipments to this Country by Liner 

The shipments by Union Castle Company ' s  steamers 

aggregated £48, 126, 178, of" which total £17, 879, 569 was 

shipped during the period of active hostilities and 

£30 , 246, 609 after the armistice . The first shipment 

was in November 1915 , and consignments were brought home 

more or less regularly until February 1917, when it was 

decided to discontinue shipments by unescorted ste��ers 

owing to the submarine menace ,  £630, 000 was the ma..ximum 

amount carried in any one bottom during the war j but 

when shipments were resumed after the armistice the 1imi t 

was raised to £2, 000, 000. The last consig.lli�ent of the 

Bank' s  gold arrived on the 5th September 1919. 

In all cases freight was paid in London to the 

Union Castle Company at their pre-war contract rate ' of 
s d 
4/3 per cent . , which inc luded carriage !'rom the Br.i tish 

port to the Bank. 
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Insurance of the first £6 , 500 , 000 was effected 
s d 

through Henry Forbes & Co . at the market l�te of 22/6 

( subject to the usual rebate s ) ; but after the Government ' s  

undertaking in July 1916 to bear a l l  risk o f  l O BS no 

further insurance. beyond that a lready effecte d .  was 

carried out unt i l  the cessation of hosti liti es , and , in 

a cco Ydance with the arrangeIIBnt made with the Treasury I 

p remiums at the market rate were charge d  to the Companies 

and paid over to H .  M. Paymaster Genera l . When, however ,  

the market rate rOBe above the margin available for 
s 

insul�nce, the Companies wel� charged the full 25/- per 

cent . as an inclusive rate, and the balanoe )'erraining 
s d 

after payment of' 4/3 per cent . f o r  freight was regarded 

as the premium co l l e cted for Gove �nment a ccount . When 

shipments were resumed after the armi s t i ce ,  insurance 

was effected in the o rdinary way through Price Forbes & 
s d 

Co . Lt d .  commencing at 4/6 per cent. and subsequently 
s 

falling to 3/- per cent . but full broke��ge was cha ��ed 

on these p o l i ci es instead of half brokerage as during 

the war . 
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The gold in these three groups was despatched 

in the fil�t instance from Durban to the Mint Master at 

Bombay, the South African depositors bearing the cost of 

transit from the Mines to Durban in l i eu of paying for 

conveyance to Cape Town . All the shipments with the 

exception of the last two were made by British India 

Company steamers , freight being paid to the Company in 
s d 

London at the rate of 17/6 per oent . Insurance was 

effected through Henry Forbes & Co . for the first five 
s 

shipments , the last of these at 5/- per cent . and the 
s d 

others at 7/6 per cent . ;  the risk of subsequent ship-

ments was borne by the Government , who were cl�dited 
s d 

wi th premiums at the market rate of 7/6 per cent . for 

several shipments and with the who l e  of the dif'r"'erence 
s 

between the freight and the margin of 25/- per oent. 

reta ined for shipping expenses for the remaining ship-

ments by British India steamers . The last two shipments 

were by transpo rts , the Admi lalty be ing .paid the 
s 

inolusive l�te of 25/- per cent . Unti l  the last 

shipment , whi ch ,amounted to nearly £1, 000, 000, cons ignments 
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were limited to a maximum of' £500, 000 eaoh. Whenever 

South African gold was shipped to a destination other 

than London the Bank obtained through the three South 

African Banks the consent of' the various Mining Companies 

to accept in full pa��ent for their gold the advanoes 
a d 

of' 98! per cent. of' the value at 77/9 per oz . std. which 

had already been made, except that in the case of certain 

bars whi ch contained an abnormal proportion ot' s i lver 

the Bank agreed to ref'und any surplus value which might 

arise after defraying the ordinary cost of remelting &0. 

For s ome of the later shipments the Bank agreed that in 

the event of' the gold being refined before being disposed 

of', a final settlement would ultimately be ef'fected in 

the ordinary manner: this actually happened in s ome 

instances . Incidental expenses incurred by the Bombay 

Mint in connection with the receipt of these consignments 

were deducted f'rom the prof'i ts paid over to the Tr.easuxy. 

( a
c) Parti culars of' the shipment to London of' the 

£3 , 542, 119 gold included in this divisi on are 

given in the section dealing with shipment of' 

gold produced in India. 
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(be ) The South African gold amounting to £2 , 968, 705 

forwarded from Bombay to Ottawa was shipped 

in six consignments of approximately £500 , 000 

each. Arrangements were made with the P. & O.  

Company and the Dominion Express Company 

( representing the Canadian PaCific Rai lway 

Company ) whereby through Bills of Lading were 

issued by the former in Bombay against which 

the gold was deliverable on arrival at its 
8 d 

final destination, a through rate of 16/9 

from free alongside the steamer at Bombay 

being paid t o  the P. & O .  Company in London on 

receipt of cable advice of shipment. 

The Dominion Express Company undertook 

to arrange for transhipment and storage at 

Hong Kong when necessary at cost to them : 

the rates eventually fixed for these services 

which applied to the last four shipments only 

were 70 oents per �1, 000 for transhipment and 

15 cents per $1, 000 per week for storage. 

The Treasury accepted all risks of tranSit not 
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otherwise covered, the responsibility of the 

Companies being limited to : -

1. P. & O. Company: - custody according to the 

terms of their Bill of Lading from the 

time the gold waB put on board at Bombay 

until it left the ship ' s  tackles in 

Hong Kong. 

2.  Canadian Pacific Railway Company: - no 

liability during transhipment: but the 

Company eventually consent-ed to be 

governed by the terms of the P. & 0. Bill 

of Lading while the gold was on their 

steamers : the rate for the journey by 

rail from Vancouver to Ottawa had to 

include insurance to comply with the 

Canadian law. 

All the expenses of these shipments, 

including the land charges at Bombay, were 

recovereq from the Treasury. 

( c )  The South African Gold, amounting to £1, 015, 372, 

sold in India is dealt with under " India _ 

Disposal and Shipment" .  
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( b )  Shipments to Ottawa direct by Warship 

The first consignment, which amounte d  

approximately t o  £4, 000, 000, waS despatohed in September 

1915, followed by a S imilar consignment two months later. 

The gold was handed over by the Admiral at Halifax to 

the Representative of the Dominion Finance Minister, who 

arrang.ed for 
s 

rate of' 20/-

its conveyance to O�tawa. An inclusive 

per cent. was paid to th.e Admiralty to cover 

freight and insurance for these two shipments; and the 

Mining Companies were in addition charged with expens es 

incurred by the Finance Department in transporting the 

gold from Halifax. The arrangements made with the 

Ottawa Mint are explained in the section dealing with 

Canada. 

No further cons ignments were sent by warship 

until July 1916; and in the meantime it had been 

arranged that the Admiralty should be paid the increased 
s 

rate of' 25/- per cent. Most of these later shipments 

were limited to £4, 000, 000 in any one Ship, al though 

frequently about £8, 000 , 000 was distributed between 

different ships in a convoy. Five conSignments went 
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direct to Halifax, but the remainder were transhipped at 

Sierra Leone, one being transhipped a second time at 

Bermuda.. Frenoh cruisers assisted ip taking oonsign-

menta on �rom Sierra Leone (or Dakar ) .  The shipments 

by transports in convoys escorted by warships were 
s 

arranged by the Admiralty and payment of the usual 25/-

per c�nt. applied to these; but as certain of' the ships 

happened to be Union Castle liners which were engaged on 

a "soldier freight" basis and not requisitioned, freight 
s d 

at the rate of 4/3 per cent. had to be paid for gold 

carried by such steamers , and these payments were 

deducted from the amount paid to the Admiralty. (For 

cargoes brought from the Cape to Sierra Leone by Australian 

Ships vide "Shipments to this Country" ) .  

Shipments to Ottawa by Liner via United States or America 

Six consignments in all were rorwarded in this 

way, the first two in December 1915 consi sting of 

approximately £930, 000 eaoh, and the remaining four in 

1916 amounting to about £500, 000 each. The gold was 

shipped by Union Castle steamers from the Cape or Durban 

to Baltimore, Boston or New York and was consigned to the 
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Finanoe Minister at Ottawa, the Dominion Express 

Company l s  Agents taking delivery at the pprt o� arrival 

and �orwarding the boxes by rail t o  their destination. 
s 

The Union castl.e Company ' s  freight rate was 5/- per cent. 

The charge for land freight from the ports to Ottawa was 

75 cents per �l, OOO from Boston and New York and 85 

cents from Baltimore. Insurance was effected through 

Henry Forbes & Co. for the first four cons ignments at 
s s d 

rates commencing at 5/- per cent. , riSing to 12/6 and 
s 

later fall ing to 10/-: the risk of the last two ship-

menta was borne by the Government and premiums at the 

last-ment ioned rate were paid to them. When the sub-

marine menace became very acute, at the end of' 1916, the 

Admiralty advised that no further shipm.ents should be 

made by Union Castle liners unless they were defens iv:ely 

armed, f'itted with "wireless " ,  and capable of' maintaining 

a speed of' at least 15 knots an hour : none of' the 

steamers on this route fulf'illed these requirements and 

the shipments were theref'ore dis continued, 

iD 
In December 1917, owing to the infrequency of' 

opportunities of' sending South African gold dir�ct f'rom 
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the Cape to Ottawa o r  via Si erra Leone and to the 

reluctance of' Lord Cunl if'f'e to accumulat,e too much in 

London in view of the danger from air raids, it was 

arrang,ed that H. M. S. "Exmouth", an o l d  battleship at 

Devonport, should be used as a tempora� depot pending 

opportunities of despatching the gold thence to Ottawa. 

Whenever gold arrived a representative of the Plymouth 

Branch attended on the "Exmouth" , sorted out the boxes 

into order for subsequent despatch and locked them up 

in the maga zine under dual control with a representative 

of the Port Admiral, both s igning a statement of 

deposit. When a shipment to Ottawa was arl�nged, the 

Bank ' s  representativ� attended and indicated which boxes 

were to be withdrawn : beyond this the Bank assumed no 

resnonsibility as to the sarety or cont�nts or the boxes, 

nor did they do so in conne ction with the despatch of 

gold from Plymouth or any other port. It was agr�ed by 

the Tr.easury that no charge could be made to the Mining 

Companies for this service. The arrangement continued 

ror about three months ; gold was shipped rrom various 

ports to Ottawa in cruisers and all th.e arrangements were 
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made by the Admiralty, the Bank merely requesting the 

High Commissioner to cable to the Finance Minister 

asking him to 
s 

the f'ull 25/-

take delivery on arrival at Halifax. As 

per cent. had been paid for the journey 

f'rom South Africa nothing remained to be paid for the 

further voyage. 

T4e reasons for the shipments to Australia and 

particulars of the disposal of the gold are given in the 

section on Australia. The gold was carried by troop-

ship in each instance : in the case of the first four 
s 

consignments the Admiralty were paid the customary 25/-

per cent . , but the charges in respect of the last 

£5, 000, 000, which was sent to be refined and coined 

against possible Indian requirements , were left to be 

settled between the Treasury and the Admiralty, in 

accordance with an arrangement made by the Bank with the 

Treasury ( see below ) .  The Mining Companies agreed to 

accept in full payment for the ir gold the 98t per cent. 

which had already been advan ced, with the sole exception 

of' certain bars which contained a very large proportion 

of' silver: the sum of' £630 : 10 :  was eventually paid to 
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the National Bank of South Africa in respect of the 

amount by which the allowance for silver in 1 9  of' these 

bars refined at Melbourne exceeded the Mint charges. 

As regards the last £5,000, 000 mentioned above, 

it was arrang,ed that refining and coining should be 

effected for account of the Treasury regardless of 

whether they ultimately bought the gold or not, and that 

they should in consequen�e pay the full face value of 

any sovereigns transferred to them. In order to carry 

out this arrangement a balance of £67, 075 : 6 :  3 ,  repre-

senting the difference between the amounts originally 

advanced by the Bank against the raw gold and the net 

amount realised in Austra lia, was paid over to th,e 

Treasury, which had the effect of making the sovereigns 

stand in the Bank ' s  books at face value : the Admiralty 

had accordingly to look to the Treasury for payment of 

fr.elght, &c. 

Two boxes of South Afri can gold were lost ; 

one was dropped overboard during transhipment at Sierra 

Leone and the other p resumably disappear:ed while being 
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transferred from the National Bank ' s  Offioe at Cape 

Town to the warship on which it was to have been shipped. 
B d 

In the Case of the former the full value at 77/9 per o z .  

std. ( £3 , 399 : 3 :  2 )  waS recovered from the Treasury as 

insurance risks were bOlne by them; th,e Mining Company 

acoepted the ir advance of 98t per cent. in full payment, 
B 

and the usual 25/- for fre ight was included in the pay-

ment to the Admiralty for that cons ignment. In the case 

of the box lost at the Cap e ,  the National Bank wer� 

Authorised by the Union Government (who had undertaken 

the saf,e custody of the gold under the original arrange­

ments ) to absolve the Naval Authorities from a l l  

responsibility, notwithstanding the fact that the latter 

ha.d given their receipt f'or the total number of' boxes 

including the one los t ;  and the National Bank 

subsequently repaid the advance of' £2 , 659 which had been 

made against the gold in this box. 
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PUrohase and Custody 

In a letter dated the 20th August 1914 the 

Ashanti Goldfields Co rporation, Ltd. , requested the Bank 

to extend to them facilities similar to those granted to 

the South Afri can Gold Mining Companies, but to accept 

the valuation of the Assayer at their mines. Before 

assenting the Bank notified the Colonial Office of the 

proposal and stated that they regarded i t  as an essential 

feature of' any agreement that full responsibility for 

custoqy of' the gold should be borne by the Government. 

In reply, the Co lonial Office said that they had con-

sul ted the Treasury who did not think it necessary for 

the Government to intel'ven.e between the Ee.nk and the 

C o rp o ration in the matter: the Bank thereupon suggested 

to the Corporation that they should approach the Colonial 

Office direct. A few weeks 1at.er the Bank of British 

West Africa, Ltd. , wrote stating that th,ey ha d already 

made advances aggregating £100, 000 against gold bullion 

lodged at their Tarquah Branch and enquired whether tb:e 

Bank could offer facilities for loans against this gold. 

The Bank replied regretting their inabi l i ty to aSSist 
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owing to the attitude adopted by H. M. Government. 

Shortly afterwards, however, the Bank offered, subject 

to a reconsideration by the Colonial Office of their 

attitude, to accept the certificate of the Assayer of the 

Ashanti Goldfields Corporation (as there waS no official 

a.s sayer to the Government in West Afri ca ) and to advanc e 

a sum equal to 90% of gold delivered; but this arrange­

ment never materialised, and until the end of 1915 the 

West Afri can gold was shipped to London and sold in the 

market as before the war. 

On the 15th January 1916 the s .  s .  ··Appam" with 

West Afri can gold on board was captured by a German 

raider, and in consequenoe the Admiralty advis.ed the 

dis continuance of suoh shipments.  The Ashanti 

Corporation then asked the Bank to give effect to their 

previous offer and mentioned that the ProviSional 

Commiss ioner at Obbuass i  had been instructed by the 

Colonial Government to take over the Corporation ' s  

strong-room and to acoept delivery on account of t�e 

_ Bank of' England if necessary. 

As an outcome of negotiations in which the 

West Afri can Chamber of Mines and the Bank of' British 
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West Africa also joined, the Bank issued a memorandum, 

dated the 2nd March 1916, stating that they were prepared 

to purchase gold deposited to their order in the name of 

th,e Colonia.l Government with the Bank of British West 

Afri ca at Tarquah. The terms of the offer were the same 

aB those applying to the South African gol� with the 

following .exceptions : -

( 8. )  Value t o  be c.ertlfied on the basis of reports of 

ass�ers ( other than those representing the 

Mines immediately concerned) approved by the 

Colonial Government; 

( b )  Deposits to be advised by the Colonial Government 

through the Colonial Office, and payments to be 

made through the Ba.nk of British West Africa in 

London; 

( 0 )  The arrangement to remain in force until one year 

after the conclusion of peace. 

( d )  In this instance the amount of the advances was 

not subsequently increased to more than 97% of 

the value of gold deposited. 
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The Colonial Government acc.epted a l l  risks 

arising from war, riots and civil commotion whil e  the 

gold was deposited at Tarquah; insurance against a l l  

other risks at Tarquah was arranged by the Bank on behalf 
s 

of the Mining Companies, the premium being 25/- per mille 
s d 

p e r  annum on the value of the gold ( calculated at 77/9 
s 

per o z .  std. plus 5% charg e s )  with 2/- per mille retul�-

able for each month cancel led. The Bank of British 

West Africa were held f're.e from any r.esponsibili ty in 

connection with deposits W1der this arranKement. 

As i t  was said to be imposs1bl.e to obtain an 

independent assay of' gold deuoei ted prior to the coming 

into operation of the s oh.erne , the Bank: agr.eed to accept 

the j o int affidavit of' the manager of' each mine and his 

assayer in respect of gold deposited before the 1st April 

1916 upon being indemnified by the London representatives 

of the respective companies. 

In March 1917 gold to the value of about 

£600 , 000 had accumulated at Tarquah owing to the enforced 

suspension of Shipments home by liner and as so lal�e a 
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quanti ty at that place became embarrassing, the Gove.rnor 

of the Colony agreed that cons ignments should from time 

to time b.e despatched to Sierra. Leone and held there 

pending shipment by warship. This arrangement continued 

until the Armistice, the gold being stored at the 

Freetown Branch of the Bank of British West Africa. 

In February 1919, in order to suit the con­

venience of this Bank, it was arlanged that gold should 

first be d.eposi ted at their branch at Seccondee instead 

of' at Tarquah. 

The total amount purchased under the original 

Agreement was £4, 925, 178, viz : -

1916 

1917 

1918 

1919 

£1 , 350, 193 (first payment in Apri l )  

1, 538, 440 

1, 287, 128 

749, 417 ( to end of July) 

£4, 925, 178 

As Boon as the terms of' the new Agreement with 

the South African Mining Companies were published the Bank 
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of' British West Africa. enquired whether a s imilar 

ar Tangement could not be made in respect of the West 

Afri can gold; and a1 though the original Agreement bound 

the West African Companies until one year after the 

conclus ion of' peace the Bank gave them the option of 

coming in on the South African terms . All the producing 

Comnanies who had partiCipated in the original s cheme 

accepted this offer, and agreements were exchanged 

identical with the South African except that the West 

African Companies signed separate agreements merely 

covering the output of' their respective mines whereas 

the comprehensive South Afri can Agreement embraced the 

whole of' the gold produced in South Af'rica. From time 

to tim.e f'resh Compani.es joined in this contract. 

Disuosal and Shipment 

All the West Af'rican gold purchased by the 

Bank was shipped to London, the shipments being divisible 

into three categories : -

1 .  Shipments by the Elder Dempster Line f'rom 

Seccondee to this country: June to October 1916 . 

Instruotions for these s hipments were transmitted 
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by the Bank to the Colonial Gove1nment in the 

Gold Coast through the Colonial Office .  The 

maximum amount for any one consignment was 

originally fixed at £100 , 000 and afterwards at 

£50, 000. Fre ight was at a special rate of' 
s 

10/-% plus 10% war surtax: this was paid to the 

Company after refinement of the gold, as in pre-

war days . Insurance was arrang,ed for the f'1 rat 

six shipments through Henry Forbes & Co. , the 
B d s d 

rate being 22/6 on gold valued at 77/9 per 

standard ounce uluB 2t-5% for charges : the risk 

of subsequent shipments was borne by the 

Govern�ent ( see under South Africa ) . 

2. Shipments by Elder Dempster Line from Seccondee 

to Sierra Leone, thence by warship to this 

. country: May 1917 to November 1918. This 

arrangement was consequent upon the submarine 

mena.ce. Shipments �rom Seooondee were limited 

to £150, 000 in any one bottom, a.nd only de�en-

sively armed steamers were used: the oonsignee 

was the Senior Naval O�ficer at Si erra Leone. 
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The Elder Dempster Co. reduced their freight 
s 

rate to 5/-% plus 10% surtax for the shorter 

voyage, and payment was made to them after the 

gold had been brought here by warship and had 

been refined. By the time these shipments 

commenced the War Risks InBul�nce rate had been 

increased to £2% net; this l�ised the question 

as to how much of the 3% margin retained to 

cover shipping expenses should be charged to 

the Mining Companies, and it was decided to fix 
s d 

an inclusive rate of' 31/10� which corresponded 

to the chal�es for fre ight and insurance 

previous shipments. The balance of the 

of the 
s d 

31/10 

remaining after payment of freight to the 

Shipping Company was paid to the Paymaster 

General to cover insuranoe for the whole joul�ey 

and fre ight by warship. 

3. Post-Armistice Shipments. The first of these 

shipments was made before insurance had been 

effected in the market, and in consequence the 

Government bore the risk and were paid a premium 
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at the market rate : arrangements for subsequent 

shipments of gold purchased under the old 

Agreement were S imilar to those ref'.erred to 

under heading 1 .  above , the insurance rate COID-
s d s 

mencing at 4/6% and falling to 3/-%. 

When the new Agreement be came operative, the 

Companies were free to make their own shipping and 

insurance arrangements for any gold against whi ch no 

advance was taken, provided only that it had to be con­

Signed to the - Bank of England; but when an advance was 

required i t  was stipulated that the procedure as regards 

deposit, shipment and insurance should continue as under 

the old Agreement 

Before the year 1921 all Buch advances had 

ceased. 
s d 

The amounts of gold (@ 77/9 per oz. std. ) sent 

to London Wlder the Ag.reements of' 1919 were as f'o11ows : -

Year ended 31 August 1920 

" " " 1921 

£988, 000 

£839, 000 
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Purchase and Custody 

Towards the end of August 1914 John Taylor & 

Sons, the London representatives of most of' the Indian 

Gold Mining Companies, expressed th,eir wish to conclude 

an Agre�ment with the Bank S imilar to that made with the 

South Afri can Gold Produoers . The application was Bub-

mitted to the India Office who obtained the concurrence 

of the Indian Government , and a memorandum was issued by 

the Bank dated 12th September 1914. Ita te rms were the 

same as those applying to South Africa, with the f'ollow-

ing variations : -

( a )  Deposits to b e  reoeived by the Go vernment of' 

India at the Bombay Mint : 

( b )  Value to be certified on the bas is of the report 

of the offiCial A8sayers of the Bombay Mint; 

and 

( 0 )  Deposits to be advised by the Government of 

India through the Secretary of State for India. 

The Hutti (Nizam ' s )  Gold Mines , Ltd. , also 

participated in this arrangement. 
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The Government of India accepted full 

responsibility for safe custody of gold deposited at the 

Bombay Mint. 

No time limit waS mentioned in the Bank ' s  

memorandum; but in a letter dated 31st August 1914 

John Taylor & Sons agreed that the contemplated arrange-

ment should be of a permanent character. 

In September 1916 amendments were mad,e as 

f'ol loW8 : -

( 1 )  The amount payable on account was incr�ased from 

97% to 98t,%, and the additi onal l�% in respect 

of gold then deposited and not shipped to 

London was paid forthwith to the Companies;  

( 2 )  The Bank reserved the right to ship the gold to 

any destination on the understanding that the 

total expenses of any shipments should not 

appreciably exceed those at the time ruling for 

shipments to London; 

( 3 )  The agreement was made Bubject to one year ' s  

notice on either Side ,  such notice not to be 

given before the termination of the war. 
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• 

In F.ebruary 1917 the Bank purohased outright, 
s d 

at 99� of its value at 77/9 per ounce standard, gold for 

Borne £3 , 500 , 000 which had accumulated at the Bombay Mint, 

the Companies accepting this price ( vi z .  !% above the 

amount already advanced) in full settlement. Subse-

quently s imilar settlements were effected in respeot of' .,. 

all fUrther gold deposited up to the 28th February 1919. 

In compliance with the wish of the Treasury, 

the Bank agreed in July 1918 that al l their gold in 

India should be refined at the Refinery which was being 

.erected in Bombay, in order that it might be readily 

available for coining should the currency needs of I n dia 

so demand. The gold was to remain the property of' the 

Bank unless and until required by the Government; but 

the refining was to be effected for account of the 

Treasury, who were to be credited o r  debited with any 

resulting profit o r  los s ,  thus leaving the gold standing 
s d 

in the Bsnk ' s  books at 77/9 per ounce standard. This 

proposal, however, never materialised. 

In the following September ,  in view of the 

rise in the Indian Exchanges , John Taylor & Sons requested 
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that payment might be made in India in rupees for such 

portion of the gold (approximately one half of the total 

amount produced by their Companies ) as would be the 

equivalent of the Sum required to defray the working 

costs in India; but the Bank declined to accede to this 

request on the grounds that they were unable" to obtain 

rupees in India at a rate of' exchange more favourable 

than that current in the open market. As an alternative 

Messrs. Taylor asked if' the Bank would vary the existing 

arrangement by allowing the Mining Companies to have 

coined into mohurs in Bombay such portion of' their output 

as would cover the ir disbursements in India : this 

request was supported by the Treasury at the instigation 

of the India Office on account of the currency 

difficulties in India. 

The Bank stated that they were willing to 

consider an arrangement under which the Companies would 

be allowed for the remaining period of the war to retain 

one-half of their total gold output provided that the 

total amount so retained were sold to the Bombay Mint for 

account of' the Indian Government and that the Companies 
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agreed to an extension of the notice required for the 

termination of' the ,existing contract by a term equal to 

the period during whi ch the one-half of' the annual out-

put had been so dealt with. John Taylor & Sons in 

accepting this offer stated that they would much prefer 

that the arrangement for the sale of one-half of the 

gold in India should remain in force during the extended 

period referred to, and not merely during th� war. 

Considerable delay was experienced in obtaining 

from the India Office particulars of' the terms which th.e 

Indian Government were p repared to offer for the purchase 

of gold; but early in January 1919 the Bank were 
s d 

informed that purchase would be on the basiS of 77/9 per 

ounce standard, the Companies to have the option of 

taking payment in India at the preva i l ing l�te of 

.exchange for sterling telegraphic transfers on the date 

of deposit of the gold. In transmitting this inform-

ation to Messrs. Taylor the Bank suggested that, if the 

offer were not acceptable , any further negotiations Should 

be carried on with the India Office direct, the Bank 

agreeing to adhere to thei r  last offer. Messrs. Taylor 
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thereupon approached the India Office and submitted that 

the Companies should receive payment at the f'ixed rate 

of Rs . 15 per £ sterling, that be ing the rate at which 

the gold mohur had been made legal tender under the Gold 

Coinage Ordinance 1918. 

On the 14th May 1919 the Bank informed Messrs . 

Taylor that in the event of the offi oial termination of 

the war being fixed within the following twelve months 

they would be prepared to allow the MfneB t proposed 

right to sell half their output to the Indian Government 

to continue in force until the expiration of one year 

from the date of their letter. The new arrangement 

Came into operation towards the end of that month, and 

at the same time Messrs. Taylor accepted the Bank ' s  offer 
s d 

to purchase outright at 99t% of its value at 77/9 per 

ounce standaJ'd the gold which had been deposi t.ed at the 

Bombay Mint Since the previous 28th February. A similaJ' 

understanding was oome to with the Hutti ( N i zam) Company, 

who informed the Bank that the Indian Government had 

agreed to pay Rs. 55t per ounoe standard for the moiety 

of the g o l d  to be Bol d  to them. 
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On the 14th June 1919 the Bank declared 

themselves ready to purchase gold at 99% of its value at 

their buying price, on receipt of cable advice of deposit, 

instead of paying 9St% pending subsequent settlement; the 

reduction of t% in the price as compared with the te rms 

of' the previous month being due to a corresponding rise 

in the P . &  O . Company ' s  freight rate .  This offer was 

accepted by Messrs. Taylor and the Hutti Company. 

In July 191 9 ,  on publication of the new South 

African Agreement, the Bank offered Messrs. Taylor Similar 

terms for the output of their Companies ' mines .  Messrs. 

Taylor, however, endeavoured to obtain freedom to sell 

in India the whole of the output of gold with which they 

were concerned, and in consequence the Bank withdrew thei r  

off.er and stated that they would continue the existing 

arrangement. Me ssrs . Taylor ' B  request subsequently 

recei ved some support from the India Offic e ,  but the 

Governors decided to make no alteration for the time 

being. 

On the 23rd January 1920, after agreement with 

the India Office, the Bank informed Messrs . Taylor and the 
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Hutti Company that the Secretary of State for India was 

ready to negotiate with them for the purchase of the 

whole of the gold output of their mines as from the 

following 14th May and 1st June respectively ( the dates 

of expiry of the contracts to sell one-half of the gold 

produced to the Indian Govel�ment ) and that the Bank 

were quite will i ng  that such negotiations should be 

entered into . 

The India Office suggested offering to purchase 

three-quarters only of the output of the mines , but the 

Deputy-Governor ( Mr. Norman) pointed out that if the 

Indian �lne8 were allowed the free disposal of' one-

quarter it might lead to difficulties with the South 

Afri can Produoe rs .  The India Office accordingly pro-

oeeded to negotiate for the purohase of the whole of the 

output, and an Agreement was ooncluded with Messrs. Tay10r 

in April 1920 to run for one year commenoing from the 

15th May 1920 , and thereafter to be subject to one 

month ' s  notice on either side. The Bank thereupon 

released Messrs. Taylor from their oontract with them as 

from the 14th May 1920. 
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In March 1920 the Hutti Company went into 

VOluntalY liquidation, and it waB arranged that the 

contl�ct to sell to the Bank one-half of their output up 

to the 1st June 1920 should be adhered to in respect of 

the actual production of their mines before that date, 

but that no claim would be made against the Company on 

aocount of gold recovered when the plates and melting 

pots were scraped. 

In January 1921 the India Office informed the 

Bank that the Secretary of State was conSidering the 

question of terminating in the following May the 

Agreement with JOM Taylor & Sons, and inquired whether 

the Bank would have any objections to that course. The 

Bank offered none, but pOinted out that if the Indian 

mines wis�ed to send gold to London for disposal after 

th,e termination of the A'greement they (t.he Bank) would 

be oompelled to ask that re-export lioenoes in respeot 

of suoh gold should only be granted provided the mines 

were prepared to enter into a contraot to send the whole 

of their output here. The India Offioe wrote to Messrs. 

Taylor on the 8th February giving notioe of their intention 

to terminate the Agreement. 
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s d 
The total value, at 77/9 per ounce standard, 

of the gold purchased by the Bank from the mines in India 

was £11, 408, 201 a8 follows : -

1914 £734, 872 ( first payment 8th Octobe r )  

1915 2 , 292, 261 

1916 2 , 215, 130 

1917 2 , 262 , 916 

1918 2 , 141, 896 

1919 1, 280, 353 

1920 480, 773 ( deposits up to 14th May) 

£11 , 40 8 , 201 

Disuosa.l and Shipment 

The Indian mines I gold purchased by the Bank 

was disposed of as fOl lows : -

( a )  Shipped to London to be refined 

( b )  Sold to Yokohama Specie Bank in 
Bombay, 1917 

£4 , 265 , 000 

12, 000 

( 0 ) Transferred in Bombay to the India 
Paper Currency Reserve in exchange 
for sovereigns released in London, 
1917 4 , 382, 000 

Carried fOIWard £8 , 65 9 , 000 
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Carried forward 

Sold to H. M. Treasur,v in Bombay, 
1918 . 

Delivered to the Indian 
Government in Bombay in exchange 
for bar gold in London 

£8, 659, 000 

1 , 750, 000 

999, 000 

£11, 408 , 000 

(a)  Ten cons ignments of about £200, 000 each were 

forwarded in 1915, and the balance waB shipped in 1919. 

( b )  On the 24th Janual;{ 1917 the Yokobama Specie 

Bank Ltd. borrowed from the Bank gold in India to the 

value of £100 , 117 : 5 :  6 .  On the 30th Januaq 

£87, 80 1 :  8 ;  1 was repaid leaving a balanoe of' 

£12 , 315 : 17 :  5 .  This amount , however, had been sold by 

the Bombay Branch of the YokOhama Specie Bank Ltd. and 

waS eventually paid off by a cheque for £12, 969:  8 :  6 

whi ch represented the balance of' the original transaction 

together with £653 : 1 1 :  1, the profit thereon. 

( c )  During the first few months of 1917 bar gold 

to the val�e of £4, 582, 000 was set aside in Bombay on 

behalf' of the India Paper Currency Reserve Account, a 
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like amount of sovereigns held in London being released. 

Of the total of £4, 582, 000 exchanged, £4, 382 , 000 was 

Indian Mines ' gold, the balance, £200, 000, b,eing South 

Afri can gold shipped to Bombay. 

( d )  In 1918 H. M. TreaBury made arrang ements with 

the Japanese Gove r.nment for a dollar credit in New York 

amounting to £10 , 000, 000 . In exchange, the Treasury 

offered £8, 000, 000 5% 3 Year Exchequer Bonds in yen and 

£2 , 000, 000 in rupees in India. Of this amount of 

£2 , 000, 000, the Bum of £1, 750, 000 was settled by Indian 

mines I gold. 

( e )  Between the 17th October 1919 and the 5th July 

1920 bar gold amounting in all to £999, 150 : 17 :  4 held in 

London on behalf of the SecretalY of State in Council 

for India waB exohanged for a like amount of bar gold in 

Bombay. 
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Purchase and Custody (Bank of England) 

Shortly after the conclus ion, in August 1914, 

of the arrangement for the purchase of raw gold from the 

South Afri can Producers , the Bank offered the Chairman 

of the Great Boulder Proprietary Gold Mines, Ltd. , 

similar terms for the gold produced by his Company; but 

nothing definite was settled until towards the end of 

that year when, arising out of the desire of the Bank of 

Australasia to dispose of a portion of the surplus gold 

coin h�ld by them in Australia, a Memorandum dated 4th 

December 1914 was issued by the Bank of England stating 

that they were prepared to purchase gold bullion on the 
s d 

basis of 77/9 per standard ounce and sovereigns of legal 

tender weight at face value Subject to the following 

conditions : -

(a )  Gold to be deposited to the order of the Bank of 

England in the name of the Commonwealth 

Treasurer e1 ther at the Federal Treasury in 

Melbourne o r  with the Commonwealth Bank of 

Australia in the cap ital cities othe.r than 

Melbourne. 
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( b )  Deposits to be free of expense to the Bank 

( including all telegraphi c  charges ) and 97% of 

the value , certified on the basis of the reports 

of the official Assa.yers to th.e Australian 

Government as regards bullion, and of the face 

value in the case of' sovereigns , to be paid in 

London on receipt of' cable advice from the 

Commonwealth Gove rnment through the High 

Commiss ioner in London ; the balance to be 

adjusted on delivery of the gold in London , and 

all expenses up to the time of delivery to the 

Bank to be paid by the depositor. 

( 0 )  Shipment to be entirely at the discretion of' the 

Bank of England. ( The Bank agreed, however, to 

avo i d  80 far aB possible making shipments during 

the prevalence of abnormally high shipping x�tes. ) 

Owing to de lay caus ed by the Commonwealth Bank, 

Perth, who inSisted that bullion should be refined prior 

to deposit with them, the Great Boulder Company deCided, 

in May 1 915, to have their monthly output minted into 

sovereigns and deuosited in that form to the order of the 

Bank pf England. 
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No time limit was referred to in the 

Memorandum, but for the reason mentioned below no 

deposi ts wer.e received after June 1915. The amoW1ts 

advanced against deposits were as fol lows : -

Gold Bul lion 

1914 £29, 122 

1915 177, 654 ( last payment 21st Apri l )  

£206, 776 
s d 

( value of gold @ 77/9 
per oz. std. £213 , 173 ) 

Sovere igns 

1914 £1, 302, 710 

1915 483, 060 ( last payment 9th June ) 

£1, 785, 770 (face value 
of coin £1, 841, 000 ) 

making a total of' £1, 992 , 546 advanced against gold valued 

at £2 , 054, 173. 

Disoosal (Bank of England) 

On the 16th July 1915 a cablegram from 

Melbourne was published in "The Times" stating that th.e 

Commonwealth Government were about to prohibit the export 
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of gold from Australia : this caused the Bank to take 

immediate steps to dispose of their gold, and they 

succeeded in selling the whole of it through the Bank of 
s S 

Australasia , at premiums rang ing from 5/-% to 15/-%. 

As no shipping .expenses had been incurred, the d,eposi tors 

of the gold were paid the balance of 3% which had b,een 

retained to provide for that purpose. 

The order placing an embargo on exports of gold 

WaB promulgated on the 13th December 1915, despite the 

fact that H. M . Treesury had strongly opposed that action on 

the grounds that the free export of gold from Australia 

to America would help to support the rate of exch8J1ge 

between London and New York. 

Purchase (H. � Treasury) 

Early in 1916 the High CommisSioner for the 

Commonwealth of Australia told Lord Cunliff.e that his 

Government would probably be prepared to part with a large 

amount of sovereigns - possibly £20 , 000, 000 o r  even more _ 

at a reasonable price, if doing so would assist the 

finances of th,e Empire ; but as the Commonwealth 

Government would not consent to remove the embargo on the 
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export of gold, Lord Cunliffe hesitated to give credit 

in London unless he could be absolutely Bure that such 

eredi t would not be used directly or indirectly to draw 

gold from here. In June 1916 , owing to a decision of' 

the Bank to impose a charge for gold "set-as i de " , the 

Argentine Govelnment endeavoured to arrange the shipment 

to South America of £13, 000, 000 s overeigns which were 

earmarked here f o r  them: this prompted Lord Cunliffe to 

urge th.e Treasury to use their influence to persuade the 

Australian Government to ship a corresponding amount of 

sovereigns to Argentina at a price which woul d  compensate 

that Country for releasing their sovereigns in London. 

(But v Ide "Earmarking - Argentine Government" ) . 

The Commonwea1 th Gove rnment agreed to ship 

immediat.e1y £2 , 500, 000 sovereigns which were avai 1able 

at Perth, and to negotiate with the Australian Banks for 

a fUrther amount for immediate shipment; also to ship 

£500 , 000 sovereigns per month for one year from the 1st 

August 1916, provided that, to protect the remaining gold 

reserves of the Country, the Austl'alian Mints were 

instructed by the Imperial Treasury to pay for all deposits 

369 

Bank of England Archive (M7/157)



GOLD. 
(ABROAD ) 

THE 8�NK OF ENQLAHO. U14-1g�1. 

CHAPl'ER V 

GOLD AND SILVER 

GOLD HELD ABROAD FOR ACCOUNT OF H .  M. GOVERNMENT 

AND BANK OF ENGLAND 

AUSTRALIA 

of gold by cheques drawn on the Commonwealth Sank, and 

to hand minted gold to that Bank for account of the 

Commonwea lth Government, whose depositors should not 

have the right to demand gold in payment of their cheques. 

In communicating this offer the Commonwealth Govel�ment 

enqui red what price the British TreasuIY were prepared 

to pay, to which the latter replied that they were ready 

to credit the Commonwealth GoveI11ment in London with the 

full face value of sovereigns , o r  at the price of £3 : 17 :  9 

per standard ounce f o r  bar gold. Subs.equently the 

Commonwealth Gove rnment asked whet�er in negotiating with 

Banks for a further amount of gold th.ey could offer to 

pay at what they called the market rate of £1 : 2 :  6 per 

cent. premium; but as private shipments of gold from 

Australia �ere prohibited, thus preventing sales on 

foreign account, the TreasulY would not agree to pay a 

p remium, although they agreed to bear any out-of-pocket 

expenses whi oh might be incurred by the Banks in the 

ooll.eotion of the gold from their branches and its 

delivery at the port of embarkation, and to make payment 

either in Austral i a  o r  in London at the s e l l ers ' option. 
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The total amount eventually purchased under this 

arrangement was £13, 500, 000 sovereigns spread over about 

13 months , payment as regards the first £11, 500, 000 

being made in London to the Commonwealth Bank of 

Australia on receipt by them of cable advice of shipments, 

and in respect of tQe remaining £2 , 000, 000 on the dates 

on which the shipments would have taken place if' the 

original programme had been adhered to ( see below ) .  

Disposal and Shipment (H. M. Treasury) 
Owing to the opportunities of shipping from 

Australia to Argentina being compal�tively few and the 

freight charges very high, it was de cided to ship the 

£13, 500 , 000 sovereigns to the United States : but as the 

result of the activities of German commerce raiders in 

the Pacific thes.e shipments were discontinued after 

£10, 500, 000 had been despatched) and the balance of 

£3, 000, 000 (£1, 000, 000 of whi ch was stopped by the 

Admiralty on reaching New Zealand) was sold to the Indian 

Gove rnment and shipped to India at their expense . 

Wi th the approval of the Admiralty the 

sovere igns sent to the United States were shi9ped in 
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consignments of £500, 000 each by the Union Steamship 

Company of New Zealand, alternately from Sydney to 

Vanoouver and from Wellington to San Francisoo. 

Negotiations for these shipments were initiated in 
s 

London with the Company, who quoted l�tes of 6/-% for 
s 

Sydney to Vancouver and 7/-% for Sydney to San Francisco, 

transhipment to be made at Wellington in the latter case; 

but the Commonwealth Bank in Sydney, on learning of the 

proposed shipments, had placed the Union Company in com­

petition with the Oceanic Steamship Company, an American 
s 

Line, thereby securing reduced rates of 5/- to Vancouver 
8 d 

and 5/6 to San FranCiSCO, which accordingly became 

operative. It was at one ti�e proposed to make ship-

ments by the Oceanic Line also , in order to hasten the 

despatch of' th.e sovereigns, but the Admiralty considered 

it inadvisable to ship gold on American steamers. 

All arrangements in connection with these 

shipments, including the coll.ection of' the gold f'rom the 

various centres, were made in Australia by the 

Commonwealth Bank acting under general instructions from 

the Bank of' England, the boxes being consigned to 
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J . P. Morgan & Company, New York, who were requested to 

take delivery at the port of arrival and to credit the 

proceeds to the account with them of the British 

T reasury. Payments for freight were made in Australia 
. 

and collected here by the Commonwealth Bank, overseas 

freight on r,eceipt of cable advice of shipment and inter-

state freight and other out-of-pocket expenses periodi-

cally. Insurance risks from 11 door to door" we re borne 

by the Treasury. 

As freight had already been paid in respect of 

the £1, 000, 000 intercepted in New Zealand, the Shipping 

Company agreed to carry thes,e sovereigns back to Sydney 

wi thout further charge. Payment for this gold waS in 

the first instance made from the Indian Government r s  cash 

balances in London, as their Paper Currency Act precluded 

them from reckoning coin or bullion as part of the Paper 

Currency Reserve while in transit, unless between England 

and India: on advice of arrival of the gold in India, 

the cash was repaid against t�e un-earmarking of 

sovereigns in London. 
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Shipments of the £1, 000, 000 from New Zealand 

to Sydney and from Australia to India were made in 

oons ignments or £250 , 000 each, the latter by P. & O. and 

British India steamers. Freight for the latter was 
s 

fixed in London at 10/-% but payment waB made in 

Australia on shipment. Insurance was arranged through 
s 

E .  Cape I-Cure & C o .  , Ltd. , at 40/-% for the earl ier ship­
s 

ments and 30/-% :for the last. 

Payment for the last £2, 000, 000 delivered to 

the Indian Govel�ment in Australia was made by them to 

H . M. Treasury in the Same manner as for the £1, 000, 000 

returned from New Zealand, and the arrangements for 

shipment to India were similar exc€-pt that some of the 

consignments consisted of £500 , 000 each and s ome were 

despatched by Union S . S . Co. of New Zealand steamers ; 
s 

insurance was eff.ected at rates ranging from 30/- to 
8 d 

17/6%. 

All expenses in conne ction with the shipment 

of the £3,000, 000 were paid by the Indian Government. 
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�1Y-9f Sovgrgigns in Exchange for Raw G o ld 
(o!a:H . M. TreasUlY) 

F...!xchange 

In January 1918, in consequence of an urgent 

demand for sovereigns t o  provide for a subsidy pa.yab le 

t o  the King of the Hedjaz, the Commonwealth Gover nment 

undertook to provide £400, 000 in coin for shi pment on 

receipt of notifi cati on that equivalent raw g o l d  had 

been shipped to them from South �rica. Raw gold 

valued at £386 , 03 1  was sold to the Treasury at the price 
s d 

of 77/9 per ounce standard and consigned t o  the SecretalY . 

C ommonwealth Treesury, Melbourne � this gold was refined 

at the Branch Mint at Melbourne , the amount realised 

after deducting expenses being £386 , 433 ; 4 ;  - ( calculating 
s .d 

the gold at 77/10t per ounce standard ) .  A claim for the 

defi cit of £13. 566 : 16 :  - plus £48: 1 :  1 on account of 

expenses in conne ction with shipment of the s overeigns t o  

Egypt , was passed on by the Bank t o  H .  M .  Illreasury to 

settle with the High Cornmis�i oner for Australia. 

In June of the same year need arose for a further 

£400, 000 sovereigns for the same purpose and a simi lar 
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exohange took place. In this Case raw gold, value 

£394 , 177, was delivered at Sydney and refined at the 

Branch Mint there, resulting in a net total of 

£393 , 874 : 5 :  5 :  this amount was, however, increased 

later by £706,: 8 :  - through a ooncession by the Mint in 

respect of' th,eir allowance . for s i lver. 

Two months later the Treasury informed the Bank 

that they were asking the Australian Government to supply 

yet another £400 , 000 in sovereigns for this Bubsidy in 

exchange for raw gold from South Africa; but on learning 

that the sovereigns had been promised, the Bank arranged 

that they should be paid for by tl�nsf'erring bar gold, 

value £426 , 042:  7 :  10 , which they held in Melbourne. 

This gold represented South Afri can raw gold shipped to 

Austl�lia to be refined for re-expol� to Chi l e ,  which was 

held up owing to the withdrawal of shipping facilities. 

The gold was sold to the Treasury for £425 , 519, the cost 
s d 

of the raw gold at 77/9 per ounce standard, and the 

Commonwealth Govenunent were requested to pay to the 

Treasury the difference of £26 , 042 : 7 :  10 betw,een the 

amount of the sovereigns and the value of the refined bars. 
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Shipment 

As there were no opportunIties of' despatching 

the sovere igns from Australia to Egypt by warship, they 

were shipped by transports sal ling under Admiralty 

orders . All arrangements were made by the Bank with 

the Admiralty i but as the shipments were on Government 

account the question of freight was left to be settled 

between the Treasury and the Admiralty. Insurance risks 

were borne by the Treasury. 

SUPPlr of sovere i�in Exchange 
o/a Bank of land) 

Exchange 

for Raw Gold 

In the spring of' 1918 it was necessary to 

provide about £263 , 000 in gold for shipment to Chile,  and 

the Australian Government agreed to supply sovereigns for 

that amount in exchange for South African raw gold. Raw 

gold, for £257, 193 , was accordIngly sent to the Treasury, 

Melbourne , and refined there , resulting in an output of 
d 

£257. 5 98 : 13 : 1 1 ;  the sum of £5 . 986 : - : 7. being the 

balance plus expenses due to the Commonwealth Goverrunent, 

was paid to the High Commissioner in London. 
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Shipment 

It was found to be impossible to obtain a 

through Bill of Lading from Australia to Chile, s o  the 
. 

sovereigns were consigned in the first instance to the 

Pacific Steam Navigation Company at Panama with optional 

delivery, at ,e1 ther Balboa or Christobal; and thence to 

the Ministro de Hacienda, ValparaiBo . Arrangements for 

shipment from Australia to Panama were made with the 

Australasian Refrigerated Tonnage Committee, who were 

then controlling all sailings of merchant ships in those 

waters , and freight at th� rate of 1% waB paid to them. 

The Pacific Steam Navigation Company undertook to hold 

the gold for safe custody awaiting the on-carrying 

steamer and to deliver it in Chile, their charges being 

1% for freight p lUS any extras (not excee ding a further 

*%) incurred by them for wharf' dues &c. Insuranc,e was 

,effected through E. Cap el-Cure & Co. , Ltd. , for £271 , 000 
B d 

at 8/9%, to cover all risks from Australia to Chile 

including tl.'anshipment. All Shipping charges were 

debited to the Chilean Government. 
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Refining of Raw Gold (Bank of England) 

In May 1918 the Bank arranged for South Afri can 

�aw gold, value £425, 519 ,  to be refined at Melbourne for 

shipment to Chile , This parcel realized £426, 042 : 7 : 10 ;  

but before it was ready the shipping faci lities to Chile 

were wIthdrawn and the refined bars were eventually sold 

to R . M. Treasury at cost price and exchanged for 

s overeigns for shipment to Egypt ( see above ) .  

Refining and Coining (Bank of' England) 

In July 1918, owing to urgent Indian demands for 

sovereigns , it was arranged that South African raw gold 

to the value of £5, 000, 000 should be shipped to Australia 

to be refined and coIned ready for Indian requirements� 

The total value of the raw gold shipped for this purpose 

was £4, 93 7 , 307, of which £2, 981, 906 was refined at 

Me lbourne and £1, 955, 401 at Sydney, resulting in a total 

out-turn of £4, 943 , 296 : 16 :  3 .  
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Dis'Dosal 

This gold was disposed of as follows : -

(a)  £500, 000 : sovereigns sold to H. M. Treasury 
and shipped to Egypt in 
October 1918 by a steamer 
sailing under Admiralty orders 

( b )  500, 000 : - sovere igns sold ( autumn 1918)  
to Nati onal Bank of South 
AfrIca and shipped to South 
Africa 

( c )  1 , 943 , 29 6 :  sovereigns shipped t o  London 

( d )  2 , 000, 000 : - sovereigns set aside o/a India 
Paper Currency Reserve 

( e )  1 6 :  3 paid to Bank of Eng land in cash 
by High CommIssioner in London . 

£4, 943 , 296 : 16 :  3 

(a)  and ( e )  These items explain themse lve s .  

( b )  This sale was in response to an urgent request 

from the Union Government, supported by the Treasury, 

owing- to an alleged great shortage of' coin in South 

Africa. Payment for the sovereigns, together with 

freight (�) was made in London by the National Bank of 

South Africa. The shipping arrangements were made by 

the Bank with the Australasian Refrigerated Tonnage 
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Comml ttee, but insurance was arranged by the National 

Bank of South Africa . 

( c )  These sovereIgns were brought home in March 1919 

by P . &  O .  steamers, and freight at .!-% was paid to the 

Company in London on cable advice of shipment . . As, how-

ever , this gold had been sent to Australia in response to 

the wishes of the Treasury the freight to London was 

recovered from them; and they bore the insurance risks. 

( d )  The Australian Government were requested to hold 

these sovere igns for aocount of the India Paper Currency 

Reserve as from the 1st April 1919 and equivalent bar 

gold in India was released to the Bank. The arrange­

ments for shipping the sovereigns were made by the Bank 

with the P. & O. Company, who conceded the privi lege of 

substituting equivalent bar gold at B ombay in exchange 

for the coin to be landed there, and only made one 

freight charge of !% to oover the voyage from Australia 

to London : this charge was divided between the Ban..k.: and 

the India Office equally, the Bank subsequently 

recovering their moiety from the Treasury •. The India 

Office arranged insurance from Australia to India. 
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Arrangements with Australian Mints 

As the Branch Mints are under the juri sdi cti on 

of the Deputy Master of the Royal Mint, London, com-

muni cations respecting refining and cOining in Australia 

were made through him, 

The three Australian Mints have different 

s ca les of charges , control led by the Executive Committees 

of the vari ous States, and i t  was found in practice that 

Melbourne gave a better out-turn than Sydney ( Perth Mint 

was not used in this connection )  e , g. raw gold costing 
s d 

£4 , 050, 649 at 77/9 per ounce standard produced £4 , 056 , 014 

at Melbourne , whi lst Simi lar gold costing £2 . 349. 578 

treated at Sydney resulted in en out-turn of only 

£2,347, 430. One reason for this advantage at Melbourne 

was that that Mint a l lowed for si lver in excess of 5% 

of the gros!'! weight of bars, whereas Sydney at first 

only a l lowed for si lver in excess of 8% ( as was cus -

tomary ) :  this dis crepanoy was pointed out to the 

latter Mint who responded by allowing for s i lver in 

exoess of 4% thereby adding £3 , 94� to their out-turn 

and makir>.g their a llowance in tliis respect practi ca l ly 
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equivalent to that granted by Melbourne , after taki� 

into considerati on the prices fixed from time to time 

for s ilver, which varied as between the two Mints . The 

further benefit obtained from Melb ourne consisted in the 

fact that, although both Mints recognised the special 

nature 01' these transacti ons and mOdified their charges 

accordingly, the inclusive charge at Melbourne was 

cons iderably less than the total charges at Sydne� as 

will be seen from the following comparison : -

Melbourne 

Rates for these 
Ordinary Rates transactions 

Deposits up to 500 ozs. 3d. per Oz.  gross Uniform rat 
" 500 un to 1 , 000 2d . " " " of 1td. per 
" 1 , 000 ozs . or over ltd . " " " oz . gross. 

Base metal in excess Charged for @ No charge 
of 2% of deposit rate of 1/-

per oz. 

These charges included melting, refining, assaying and 

coining. 
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Sydney 

Rates f'or these 
Ordinary Rates transactions 

Melting & refining 

Deposits 500 oz8. or 
Wlder 3d. per oz.  Uhiform charge 

" over 500 up to of' Id. per oz . 
1 , 000 ozs . 2d. " " gross before 

" over 1, 000 ozs .  ld. " " melting 

Assaying & coining Id. per oz . Id. per oz. 
standard standard 

The Bank also called attention to the fact 

that certain parce ls consisting of 46}, 772 ounces 

standard refined at Me lbourne had sho\m a loss of' 211  

ounces standard gold, while in  respect of 354,.083 ounces 

standard treated at Sydney a shortage of' 2 16 ounces 

standard had resulted, whereas the refiners in London 

almost invariably turned out practically the full amount 

reported by the South African assayers , any variation 

usually taking the form of a small excess over that assay, 
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When this was brought to the notice of the Australian 

Mints they vigorously defended their methods, and as 

the Deputy Master of the Royal �.tlnt was satisfied b oth 

as to methods and accuracy nothing further could be 

done. 

385 

Bank of England Archive (M7/157)



THE BANK OF ENOLAND, 19U-HI21. 

CHAPI'ER V 

GOLD AND SILVER 

GOLD. 
(ABROAD ) 

GOLD HELD ABROAD FOR ACCOUNT OF H. M. GOVERNMENT 

AND BANK OF ENGLAND 

NEW ZEALAND 

Purchase a.nd Custody (Bank of England) 

In response to representations made by the 

National Bank of New Zealand, the Bank approached the 

High Commiss ioner for New Zealand in August 1914 with a 

view to making arrangements for the purchase and custody 

of gold in New Zealand, and on the 15th September 1914 a 

memorandum was published containing an offer to purchase 

gold on the South African terms with the following local 

variations : -

( a )  Deposits to be made at Well ington, Auckland, 

Christchurch and/or Dunedin (according to the 

wishes of the New Zealand Government ) in the 

name of the Minister of Finance with the Bank 

of New Zealand: 

( b )  Assay reports to be made by official assayers of 

th.e Government of New Zealand: 

( c )  Particulars of deposits to be notified by, the 

Minister of Finance through the High 

Commissioner ·for New Zealand. 

When advis ing the National Bank of New Zealand 

of these conditions it waS suggested that the arrangement 
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should be of' a permanent nature j but they were unable to 

agree to this proposal. The memorandum contained no 

reference to a time limit. 

In De cember 1914 the National Bank requested 

the Bank to accept deposits of sovereigns at face value 

on the same conditions as bullion depos its. This was 

agreed to with the concurrence of �the New Zealand 

Government who ,  however, state d that in view of the short­

age of' sovere igns in that country it Would be inadvisable 

to export anY i  but no deposit of s overeigns . took place . 

Only the National Bank of New Zealand availed 

themselves of the Bank' s  offer, the total amount paid to 

them being £880 , 899 as follows : -

1914 

1915 

£331, 233 

549, 666 ( last payment 3rd July) 

£880, 899 

Disposal (Bank of England) 

The whole of' this gold was re-sold to the 

Nati onal Bank of' New Zealand during August - November 

1915 ,  for shipment to the United States of America. 
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Purchase and Custody (H. M. Treasury) 
In November 1916 Lord Cunlif'f'e called the 

attention of' the Chancellor of the Exchequer to the f'act 

that one of the New Zealand Banks had been selling gold 

to an Indian Bank who had purchased it to be melted in 

London into small bars and sent out to India, but that 

these transactions had been stopped, with the result 

that the National Bank of New Zealand now found them-

selves with £80, 000 of bar gold which ordinarily they 

would dispose of to one of' the Canadian Banks in London. 
s d 

This Canadian Bank had offered them 77/l0t per ounce 
s 

standard plus 16/-% premium with freight and insurance 

charges , payment to be made in London on shipment from 

Wellington to America. 

Lord Cunliff'e said that he had represented to 

the National Bank of New Zealand that all gold in His 

Majesty r s  Dominions should be placed unreservedly at the 

disposal of the Government without regard to the question 

of' profit, and that in consequence the £80, 000 gold in 

question had been offered 
s d 

77/l0t per ounce standard 

to him at the reduced pric.e of' 
s 

plus 8/-% premium, against 
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payment on shipment at Wellington, R. M. Government to be 

liable for freight &c. , and that as there was then no 

impediment to the !Tee disposal of New Zealand gold he 

was inclined to think the offer should be accepted and 

that , if possible, arrangements should be made with the 

New Zealand Government to prohibit the export of gold 

from that country, except by consent of R. M. Treasury. 

Negotiations proceeded between the Bank of 

England and the National Bank of New Zealand on the one 

hand, whilst at the same t ime the National Bank \f/ere 

endeavouring to arrive at an agreement with R_M. Treasury 

direct, with the result that whereas the BaJlk had nearly 

secured the National Bank ' s  gold on the South ��i can 

terms ( which would have made the sellers responsIble for 

all shipp ing &0. charges ) the Treasury agreed, in January 

1917, to purchase all gold whioh passed through the hands 

of the Nati onal Bank in the Dominion on the f'ollowing 

terms : -

1 .  All gold t o  b e  bought by the Treasury as i t  became 

available for shipment , and payments to be made 
s d 

in London at the rate of 77/9 per standard ounce 
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on delivery to the Bank of New Zealand in New 

Zealand as agents for R. M. Treasury. 

2 .  All charges in respect of the shipment of the gold 

from New Zealand to be borne by R. M. Government. 

3 . Such ,expenses of the National Bank of New Zealand 

as might thereafter be agreed between that Bank 

and the Treasury to be repaid by the Treasur,y. 

The National Bank asked for a flat commission 

of Id. per ounce standard as compensation for the trouble 

and cost of collecting the gold, but the Treasury ruled 

this out as being only very slightly less objectionable 
s d 

than the purchase of the gold at the price of 77/10' 

*Presumably these terms were intended to apply to 
refined gold only, as Sir John Bradbury requested the 
Bank to consider; with such Banks as might raise the 
point, the question of purchasing unrefined and low grade 
bullion, including the price which it would be fair to 
pay. This matter, however ,  did not arise until January 
1918, when the Treasury discovered that the National Bank 
had delivered a parcel of unrefined gold for which pay­
ment had been made here in ignorance of the condition of 
the gold. When informed of this occurrence th� Governor 
suggested that the basis of the transaction need not 
necessa�'ily be altered, as frequ,ently the rough gold 
contained suffici ent s i lver to pay for the cost of 
refining; but when making payment fo'r the next purchase 
of gold from the National Bank the Treasury stated that 
if the parcel should contain any unrefined gold it would 
have to be refined at the former 1 s  expense; otherwise an 
adjustment would have to be made in the price. 
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In communi cating these terms to the Colonial 

Office the Treasury asked that the attention of the New 

Zealand Government might be drawn to the importance of 

s e curing simi lar arrangements with all the New Zealand 

Banks in order to render available for Imperial purposes 

the whole of the gold which could be col lected in New 

ZeaLand; and they suggested as a means to that end the 

impos ition of a general prohibition of the export of 

gold from the Dominion s imilar to that which had been 

imposed in Australia . This course was adopted. 

Difficulties arose owing t o  the inabi lity of 

the Bank of New Zealand to impose a check assay on behalf 

of the Imperial Government, whilst the National Bank were 

unwi lling to take payment on their own assay subject to 

a liability _for adjustment. The question was further 

complicated by the fact that the New Zealand bars were 

larger t�an the maximum size aocepte d by the Mint in 

London ; this would involve re-me lting i1." the gold were 

brought here ; there was also a possibi l ity that s ome of' 

the gold might have to be toughened on acoount of' its 

bri ttlenes s .  
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In February 1917 gold to the value of nearly 

£100, 000 was purchased from the Bank of New Zealand, but 

by the end of April no deliveries had been made by the 

National Bank of New Zealand owihg to failure to solve 

the above-mentioned difficulties. By that time the 

exchange position had been reversed and the liquid 

resources of the National Bank in the Dominion had become 

considerably depleted, making them anxious not to part 

with their gold for the time being unless they could 

obtain payment either in New Zealand or Australia. AB 

the maint.enance of the prohibition of export would ensure 

the retention of the gold in the Dominion, so that it 

would remain available if subsequently required for 

Imperial purposes, the Treasury agreed to cancel the 

arrangement for the purchase of the National Bank ' s  gold 

and to allow them compensation in respect of interest 

charges incurred in carrying the gold held ready for 

delivery to the Bank of New Zealand. (A sum of £1, 800 waS 

ultimately granted. ) In order to obviate the recurrence 

of delays in the event of future sales to the Government 

the Treasury settled with the National Bank the conditions 
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whioh should govern suoh transactions, as follows : -

1. Payment to be made in London as on the date of 

delivery to the Bank of New Zealand in New 
B d 

Zealand, at the rate of 77/9 per ounce standard. 

2.  Fine contents of bars to be finally settl.ed 

according to a check assay to be arranged by the 

Bank of New Zealand ( that Bank having. definitely ­

agreed to undertake this service ) .  

3. The National Bank to guarantee the suitability of 

the gold for coinage pUl�oses and hence to hold 

themselves responsible for any expenses which 

might be incurred for toughening. 

4 .  No claim to be made against the National Bank for 

re-melting bars, should that be necessary to 

comply with any Mint regulation. 

In August 1917 the Treasury accepted offers of 

gold from th� National Bank of New Zealand of the 

approximate value of £67, 600; and as delivery was made 

at Auckland, where the Bank of New Zealand had no 

facilities for assaying, the fUll declared value was 

paid to the National Bank against their guarantee, subject 

393 

Bank of England Archive (M7/157)



(
GOLD. 

ABROAD ) 

THE BANK OF ENGLAND, "'1"-11121. 

CHAPrER V 

GOLD AND SILVER 

GOLD HELD ABROAD FOR ACCOUNT OF H. M. GOVERNMENT 

AND BANK OF ENGLAND" 

NEW ZEALAND 

to adjustment later if required: but as regards fUture 

consignments to which the normal procedure would be 

app licable the Treasury proposed to pay 9St% of the 

declared value on c�ble advi ce of delivery and the 

balance on learning the result of the check assay. 

Several further consignments were, however, paid for in 

full on delivery, against the National Bank 1 s  guarantee 

of value, and in November 1917 the Treasury abandoned 

the check assay and agreed to accept the National Bank 1 s  

guaran�ee in respect of all subsequent dealings. 

Purchases continued to be made from time to 

time through the Bank of England from both New Zealand 

Banks Wltil July 1919, the Treasury retaining recourse 

against the Bank of New Zealand for any ' deficiencies 

which might subsequently be disclosed by a check assay 

in New Zealand or elsewhere. 

In July 1919 the National Bank enquired 

whether ,they were at liberty to realise their gold in 

the best market without first bringing it to London, 

and were referred by the Bank to the Treasury. 
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The total amount paid to the New Zealand Banks 

for gold bought from them by R. M. Treasury was as f'ollow8 : -

Bank of National Bank of' 
New Zealand New Zealand Total 

1917 £98, 175 £653, 811 £751, 986 

1918 152, 424 332, 507 484, 931 

1919 253, 592 222, 458 476 , 050 

£504, 191 £1, 208, 776 £1, 712, 967 

Shipment and Disposal (R. M. Treasury) 

The total amount of 440 , 554 ounces standard of 

gold purchased by R. M. Treasury waS disposed of in the 

following manner : -

( a )  Oz.  Std. 225, 710 were Bold to the Chilian 

Oz. Std. 225,  710 

s d 
Government @ 77/10t per oz.  std. , 

payment being made from acoounts 

( Conversion Funds &0. ) with the 

Bank of England. 

Carried forward 
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Oz.  Std. 225, 710 Brought fOIWard 

( b )  .. .. 127 , 851 were sold to the National Bank of' 
s d 

South Af'rica @ 77/lOt per oz. std. 

for shipment to Australia in 

exchange for sovereigns shipped 

from Australia to South Africa. 

( c )  .. .. 86, 993 were shipped to London in December 
s d 

1919 and sold to the Bank at 77/9 

per oz. std. 

Oz. Std. 440, 554 

( a )  Of' the total amount shipped to Chile, 174, 428 

ounces standard were shipped in 3 cons ignments during 

1917 and the balance in Jun.e 1919. 

A certain amount of difficulty was experienced 

in arranging the first of these shipments, as the absence 

of any 8uitable direct communioations between New Zealand 

and Chile rendered transhipment necessary. Christoba1 

or Balbo8., the ports at either end of the Panama Canal, 

were available for this pUl�ose inasmuch as the New Zealand 
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Shipping Company ' s  steamers from New Zealand to England 

called at them and the Pacific Steam Navigation Company 

had a local service between Panama and Chile, but at 

first neither of the shipping companies would undertake 

to arrange for safe custody of the gold at Panama pending 

arrival of the on-carrying steamer, and it was impossible 

to obtain a through Bill of Lading from New Zealand to 

Chile. Eventually, however, the Pacific Steam 

Navigation Company agreed to the gold being consigned to 

them at Balboaj they arranged for it to be stored if 

necessary in th,e Panama Rail-road Company ' s  strong room 

on the dock, and to be consigned thence to Valpal�iso. 

The rate quoted for the shipments in 1917 was 1%, to 

cover freight from Balboa to Valparaiso, storage at 

Balboa, stevedoring, commission &c. plus any charges 

incurred for lighterage or wharf dues (not to exceed �%) 

on shipments of gold of not less than £120, 000. The 

New Zealand Shipping Company t s  freight rate from New 

Zealand to Panama was !%. Insurance was effected by 

the Bank of England through Capel-Cure & Co. , Ltd. , at 
B 

15/-% to cover war and marine risks ( including transhipment);  
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s d 
the basis of valUation being 77/l0� per ounce standard 

plus 3% for charges. 

All expenses, including cables and cost of 

transferring some of th.e consignments from Auckland to 

Wellington for shipment, were charged to the Chilean 

Government funds in London. 

In order to avo i d  delay it waS further 

arranged that transhipment might be made at either 

Balboa or Christobal according to the position of the 

Pacific Steam Navigation Company ' s  steamer ,  the consignees 

having to declare th�i r  option immediately on arrival of 

the New Zealand Shipping Company ' s  steamer at Balboa. 

In May 1919 a further £200, 000 gold was needed 

for Chil.ej and as the Treasury had that amoWlt available 

in New Zealand the Bank suggested meeting the demand from 

that source instead of by shipping gold from London to 

Chile and eventually bringing the New Zealand gold to 

this country. As the charges for 

from London would have amoWlted to 
s 

freight and inBU1�nce 
s d s d 

17/6% (freight 12/6, 

insurance 5/- )  whereas the total cost of shipment from 

New Zealand to Chile ( including transhipment charges ) waS 
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s 
approx Lmately 35/-�, the Treasury agreed to the Bank ' s  

suggestion that , the Chilean Govel�ent should only be 

charged with the est imated cost of shipping from. London, 

the difference b'e ing paid by the Government. This 

arrangenent suited the Treasury, as in addition to the 

ultimate saving in transport charges they disposed 
s d 

the gold at 77 /10�' pel' ounce standard. 

The 

this shipment 

Freight 

Insurance 

rates actually paid by the Treasury 

were : -

- New Zealand to Panama 

Panama to Chi le 

- New Zealand to Chile 
(arranged through Price 

Forbes & C o . Ltd. ) 
s d 

s d 
12/6% 

s d 
17/6% 

s 
5/-% 

plus 
age 

of 

for 

wharf­
£20 

as against the inclusive rate of 17/6% charged to the 

Chilean Government. 

( b )  In the autumn of 1918 i t  appeare d that the 

South Af'ri can Government required 500, 000 s overeigns in 

order that the s upply of gold coin in the Union might be 

adequately maintaine d ;  and the Treasury had without the 

knowledge of the Bank asked the Australian Government to 

supply the s overe igns in return for raw gold from South 
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Africa. The sovereigns had already been shipped in 

anticipation of the arrival of the equivalent raw gold 

when the matte� waS brought to the notice of the Bank: 

th� Australian Governm�nt were �hereupon sounded to 

ascertain whether they would accept p�yment by means of 

a sterling book credit in London; they were not p repared 

to agree and BO it was �rranged between the Governor and 

Sir John B�dbury that the gold equivalent shoulq be 

provided from the Treasury ' s  stock in New, Zealand. Gold 

to the approximate value of £500 , 000 was accordingly. sold 

to the National Bank of Sou�h Africa (to whom the 

sovereigns from Australia had been consigned) at the 
8 . d , 

price of 77/l0t per ounce standard, and the Bank arranged 

for shipment and insuranqe on their behalf. 

The gold was' shipped in two consignments from 

Auckland to Sydney by steamers of the Union Steamship 

Company of New Zealand to the order of ·the Commonwealth 

Treasury. Freight was originally fixed in London 

through the Australasian Refrigerated Tonnage Committee 

at 2d. per ounce plus 20%, payment to be made in New 

Zealand by the Bank of New Zealand on shipment : an 
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additional 10% was actually claimed from the Bank of New 

Zealand and paid by them under protest, but as there had 

been an all-round advance for shipments . by inter-state 

steamers in Australasia of about ·25% between the date 

the quotation was given and the date of shipment this 
" 

surcharg.e was not contested by the Bank of England. The 

gold was insured 
s 

rate of: 2/-%, on 

through Price, Forbes & 
s d 

the basis of: 77/l0� per 

Co. , Ltd. , at the 

ounce standard 

plus 1% for charges, the underwriters stipulating that 

the steamers used should be approved by them. The two 

consignments of New Zealand gold realised £497, 197 : 1 1 :  1 

in Australia, which was. £621: 6 :  4 less than the amount 

paid by the National Bank of South Africa for the gol� 

( c )  In September 1919 the Treasllr,Y concurred in the 

Bank t s  suggestion that the balance of the gold held in 

New Zealand for accoWlt of the Imperial Government should 
8 d 

be shipped to this Country and sold to the Bank at 77/9 

per ounce standard; they requested the Bank " to make 

arrangements for shipment but not to effect insurance. 

The gold waS conveyed by one of the New Zealand 

Shipping Company t s  steamers, freight being paid in London 
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s 
at their flat rate of 15/-% 

On arrival of the gold it was discovered that 

the bars weighed on an average at least 1, 000 ounces and 

thus cons iderably exoeeded the limit acceptable to the 

Mint : for this reason, and also beca�se no che ck assay 

had been carried out, the bars were re-melted and 

assayed, the cost (£128:  1 :  7 )  being deducted from the 

amount paid to the Treasury as the purchase price. 

The check assay disclosed an excess of 

£17 : 5 :  3 in the value of the portion which had been 

purohased from the Bank of New Zealand, and a defici ency 

of £14 : 13 :  8 in the National Bank ' s  gold. 
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Production, Purchase and Custody 

In February 1915 the Bank agreed to advance to 

the Borneo Co. , Ltd. , 97% of the value of their gold on 

receipt of certificates stating the amount that had been 

conSigned to the Bank and that it had been fully insured; 

the Bank to be secured pending arrival of the gold by 

the deposit of acceptances of R. & J . HenderBon or other"  

first class bills; on arrival the gold to be handed to 

the refiners in the usual manner, and when refined to be 
s d 

purchased by the Bank at 77/9 per ounce standard subject 

to deduction of expenses of realization and any other 

charges. 

In September 1917, owing to the increased cost 

of shipment to London (mainly on account of war risks 

insurance ) the Bank acceded to a request of the Borneo 

Company for deliver,v of their gold to be accepted at th� 

Ottawa Mint instead of in London, subject to s imilar 

terms of purchase; but the Company were informed that 

the final settlement in respect of such shipments would 

be delayed W1til the pressure of work at the Ottawa. Mint 

permitted the gold to be dealt with. 
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Shortly after the Armistice the Bank advised 

the Company that they would pref'er shipments t o  London 

to be resumed as soon as this could be managed at a cost 

not exceeding the charges incurred in despatching the 

gold to Ottawa. 

In Apri l  1919 the Bank obtained the acceptance 

of the Company to the following amendments to the 

existing contract, the Company undertaking to ship the 

whole of their .gold output to London so long as the 

agreement remained in force : -

1 .  The arrangement to extend unt il the 31st March 

1920 : 

2 .  The Company to have the option of selling any of 

the gold to the Bank on the same terms as before 

as regards price, charges, &c. : 

3 . The Bank to adVance 97% on the value of gold sold 

to them, against the Company ' s  certificate of 

deposit of the gold with their representatives 

at Singapore : 

4.  All gold t o  b e  shipped from Singapore by P. & O. 

steamers ( the Bank having negotiated a special 

404 

Bank of England Archive (M7/157)



GOLD. 
(ABROAD ) 

THE BANK OF ENGLAND, 10U-l021. 

CHAPl'ER V 

GOLD AND SILVER 

GOLD HELD ABROAD FOR ACCOUNT OF R. M. GOVERNMENT 

AND BANK OF ENGLAND 

BORNEO 

s 
rate of 10/-% for shipment of the estimated 

amount still to be won from the Company ' s  mine s )  i 

5 .  Insurance of gold purchased by the Bank t o  be 

arranged by them, to operate from the time of 

delivery to ' the Sing'apore Branch of the 

Mercantile Bank of. India until arrival in London 

at the Bank of England . 

After pub lication of the new Agreement with the 

South Afri can Producers in July 1919, the Bank offered to 

come to a f'resh understanding with the Borneo Company 

embodying the principal South African condit ions in con-

junction with the special arrangements respecting deposit 

of the Borneo gold at Singapore and the lodgment of 

acceptances as security for advances. 

Mr. Grenfe ll� one of the Directors of' the 

Company, thought it unnecessary for a formal agreement 

to be signed cons idering the small amount of gold 

involve d :  and at the Bank ' s  suggestion a letter was 

written by the Company ( 23rd August 1919 ) expressing 

t h i s view, stating the ir wi llingness defipitely to 

terminate on the 3 1st March 1920 the arrangements concluded 

�Mr .E , C . Grenrell.  a Di rector of the Bank of England. 

4 0 5  
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in the previous Apri l ,  and agree ing to continue in the 

meantime to ship all the ir gold to London on condition 

that the Bank should allow the gold to be offered for sale 

in the open market and, pending the sale of' the gold on 
s 

arrival, to make advanoes at the rate of' 77/- per ounce 

standard secured by acceptances as before . The Bank 

accepted this proposal. 

In Maroh 1920 the Bank offered a further 

extension and the Company decided to continue the arrange-

ment for another 12 months ; but in October 1920 a formal 

Agreement containing the modified South Afri can terms 

offered in 1919 was s igned. (This Agreement was subject 

to 6 months notice on either side ) .  

The total amount of' gold purchas.ed by the Bank 

from the Borneo Company was £506, 249, as fol lows : -

1915 £149, 448 

1916 148, 598 

1917 78, 703 

1918 108 , 039 

1919 21, 461 (Last payment 
22 November) 

£506, 249 

4 0 6  
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The Company took several advances at the rate 
s 

of 77/- per ounce standard after the s igning of the 

formal Agreement. 

Shipment and Disposal 

Unti l  Apr i l  1 9 1 9  all arrangements respecting 

shipment and insurance were made by the Borneo Company j 

but when shipments to Ottawa were decided upon the Bank 

assisted in se curing from the Dominion Express Company of 

Canada and the P. & O . C ompany the favourab le through rate 
s d 

of 16/9% from Singapore t o  Ottawa, p lus any storage 

charges incurred at Hong Kong . This rate included 

insurance during land transport in Canada , but not during 

the rest of the j ourney. 

From April 1 9 1 9  the Bank agreed to effect 

insurance from the t ime of deposit with the Mercanti le 

Bank of Ind·ia at Singapore unt i l  the g o l d '  s arrival here i 
s 

and as the freight rate of' 10/-% f'rom Singapore to London 

was negotiated between the Bank and the P. & O. Company ( the 

B orneo Company stating that they were unable to obtain a 

rate of' less than 2%) i t  was agree d  that freight accounts 

should be rendered to the Bank, although the Company ' s  
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agents in the East managed the actual shipments. 
s 

this rate of' 10/-% was f'lxed the P. & 0. Company were 

When 

informed orally that the total amount to be shipped would 

probably be about £150, 000 spread over about 2 years j 

hence, on that total being reached, early in 1921, they 
s 

imposed the ir current �lat rate of' 15/-% . Insurance 

f'rom Singapore was now arrange d through Price, F'orbes & 

Co. , Ltd. , under an open cover for a specified maximum 

amount, the value of the gold orig inally being covered at 
s d 

77/9 per ounce standard plus 1� for charges at the corn-
s d s d 

mencing rate o:f 4/6%. which gradually :fe l l  t o  3/4% by 

November 1919 . 

In November 1919 the Company requested the 

Bank to insure their gold for an additional 20%, and 

subsequently the valuation was altered from time to time 

according to the f'luctuations in the market price of' the 

metal. But owing to the difficulty of' ascertaining at 

the time of shipment a reliable valuation of the gold 

shipped it was arranged in January 1920 that a provis ional 

declarati on should be dispensed \Vi th pending the def'ini te 

valuation on arrival of the re lative documents by mai l ;  
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and in January 1921 a clause was added to the policies 

to the e��ect that in the event of loss or damage 

occuring before declaration, the gold would be valued at 

the London market price ruling on the date of deposit, 

p lus 5%. 

No " f'ree" gold was ' reoeived in the year 1st 

September 1919 to 31st August 1920, but in the following 
s d 

year about £52, 000 worth (at 77/9 per ounce standard ) 

arrived. 
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purchase 

In July 1917 John Taylor & Sons, the Managers of 

the Ouro Freto Gold Mines of Brazil, Ltd. , informed the Bank 

that owing to the growing infrequency of mai l  steamers from 

Brazil to this country and the high rate then ruling for 

insurance aga inst war risks, they were anxious to arrive at 

B orne other way of' dealing with their output of about £10, 000 

of gold per month. They inqui red whether the Bank would be 

prepared to advance, say, 97% of' the value of their gold 

upon b eing notified that it had been lodged for the Bank l e  

account either in an English Bank in Rio de Janeiro o r  with 

an Agent of the Bank of England in New York ; and they 

further asked whether .the Bank would rai s e  any objection if 

the Company, as an alternative, shipped the gold to America 

and sold it there for their own account. 

The Bank offered to take delivery of the gold at 

the Ottawa Mint, to advano e  9St% of its value upon receipt 

of oable advice of arrival through the High Commissioner 
s d 

for Canada, and to purchase the gold when refined at 77/9 

per oz: std. , crediting the Company for s i lver and charging 

them with the cost of cab les and refining expense s .  The 

Company accepted this offer and agreed that all the gold 

4 1 0  
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produced by them should be held at the disposal of the Bank 

either at Ottawa o r  in London unti l one year after the 

termination of' the war. 

Only three cons ignments aggregating £35, 1 1 1  had 

been sent to Ottawa when, early in 1918, the Brazilian 

Government placed an embargo on the export of' gold from that 

country which still remained in force at the end of August 

1 9 2 1 .  

Shipment 

The Ouro Freta Company made the i r  own arrangements 

for shipment and insurance. 

-------
-- -
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Sovereigns supplied to Bank of England 

During 1916 and 1917 the Angle-Egyptian Bank 

fUrnished the Bank with £155, 000 sovereigns from Malta 

and £50, 000 f'rom Gibraltar, receiving in exchange 

£105, 000 in Currency Notes and being credited in London 

fer the balance of £100, 000. 

Shipment 

The sovereigns wel:e shipped f'rom Malta and 

Gibraltar by warships returning to this country, arrange­

ments being mad.e by the Bank of' England with the 

Admiralty. The shipments of' gold and of the Currency 

Notes were free of expens e .to the Anglo-Egyptian Bank, 

for no charge was made by the Admiralty. for the war-

Ships ' sel�ices ,  and in view of the special nature of t�e 

transactions the P . &  O. Company carried the Notes to Malta 

and Gibraltar free of cost. Incidental exp.enses 

incurred by the Bank were reClaimed from the Treasury, by 

whom all insurance risks were borne. 
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Sovere igns supplied to H. M. Treasury 

In view of' the requirements for the Hedjaz 

subsidy during 1918, arrangements were made with the 

Anglo-Egyptian Bank for the provision of £100, 000 

sovereigns in Malta for shipment to Egypt in exchange 

for Currency Notes shipped from London. In the case of 

the last shipment of £50, 000 sovere igns , tbe Anglo­

Egyptian Bank were temporarily eredi ted with the 

equivalent in London as the sovereigns were shipped 

be fore the arrival of the Notes in Malta. 

Shipment 

The s avere 19ns were conveyed to Egypt by 

warship and were cons igned to the High Commiss ioner for 

Egypt . The Notes were sent by the Bank to the 

Commanders- in-Chief at Devonport and Portsmouth, for 

shipment to Malta by warship. 
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In October 1915 the High Commis�i oner for the 

Ma lay States pointed out to the Co lonial Office that the 

Raub Australian Gold Mining Co. Ltd. in Pahang were pro­

ducing about 1, 100/1, 500 ounces of gold every month. 

Unti l a short time before this date the gold had been sent 

to England through the banks , but the increased cost of 

insul'ance, etc. , was now making it more profitab le for the 

Company to s e l l  i ts gold in the East, the destination of 

the last month ' s  production be ing Hongkong . Instructions 

we.ce requested as to whether this should be permitted or 

whether the export should be prohibited to any place other 

than the United Kingdom . 'rhe :rn.atter was referred t o  the 

Bank, who , on the 5th January 1916, in a letter to the 

Treasury, stated that as the amount of gold involved 

appeared to be comparati vely small, and as it was believed 

that a certain amount of gold was legitimate ly required 

in Hongkong , no objection would be raised to sales Ruch as 

those referred t o .  

4 1 4  
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A few days after the occurrence mentioned above, 

the Bank were asked whether they would advise the collection 

of gold coin from the is land of Madeira, the Admiralty having 

been advi sed that a good deal of it had found its way thither 

and was being collected by German Agents who were endeavouring 

to purchase it, whi le English residents were hoarding i t  in 

order to prevent its falling into such agents I hands .  The 

Bank approved of the proposal to col lect the gold in question, 

but it does not appear how much was forthcoming from this 

source. 

4 1 5  
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Egyptian and Sudan Gold 

Three mine8 , the Barramia Mining Company, the 

Atallah Ltd. and the Sudan Goldfields Co . ,  all managed by 

John Taylor & Sons, approached the Bank in November 1914 

through that �irm asking whether they could be admitted into 

an agreement for the sale of their gold if deposited at 

Cairo. The Bank declined the proposal ; but the output of 

the mines was sent to London and purchased by the Bank with-

out any agreement until December 1916. It was then stated 

that,  without a special permit from the Egyptian Ministry of 

Finance, the Companies would be unab le to ship the i r  gold to 

London and the Bank were asked to intervene in cons ideration 

of receiving an undertaking from the Companies to sell to the 

Bank on its arrival in London a l l  the gold produced by them 

unti l  one year after the conclusion of peace .  The Bank 

accordi��ly asked the Egyptian Minister of Finance to permit 

the gold to be shipped without interference from Port Said 

oonsigned to the Bank, and this arrangement oontinued until 

the end of June 1919.  In the previous month of that year 

John Taylor & Sons asked that the Compan ies might be released 

from the agreement, in view of the higher price for gold then 

-----
. _ -
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obtainable.  To this the Bank replied on the 25th July 

o�fering a fresh arrangement on the l ines of the new South 

African Agreement. The i r  offer was accepted on the 29th July 

but from 1st August to 13th November 1919 only £8, 000 arrived 

in London. Mining opere.tions were then suspended and had 

not been resumed at the end of August 1921. 

Including the Silver, the approximate value of these 

Companies ! Qutout reoeived by the Bank ( taking the gold at its 

statutory pri c e )  was as fol lows -

1914 (August - December) £26, 000 

1 915 69, 000 

1916 73, 000 

1917 66, 000 

1918 35, 000 

1 91 9  2 1 , 000 

£290, 000 

Sudan, Congo. Nigeria 

On 21st May 1920 the Bank of England entered into an 

Agreement with the Government of the B e lgian Congo.  

Agreement waB in the usual form except that no Re�ine rs were 

4 1 7  
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named and that the Bank in�ormed Mocatta & GoldBmid, the 

Brokers, that they reserved the right to require any gold 

re-exported from this Country to be packed and despatched by 

themselves. This proviso, however, was not enforced in the 

period dealt with. 

On 31st March 1921, an Agreement was made with the 

Sudan M ining Company and on the 28th July with a Nigerian 

Producer. 

It was the Bank' s  pol icy to allow anyone the full 

advantages provlded the whole of their output was Bent to 

London . 

Br! tish GuiapB. 

I n  September 1914 the Bank expressed their 

wi llingness to enter into an Agreement for the purchase of 

B ritish Guiana gold, the gold to be deposited under responsi­

bility of the Colonial O�fice, but nothing came of thi s. 

At the end o� 1917 , the Mint aSked the Bank why they were 

not s ecuring this gold, said to be then going to Spain. 

Lord Cullen replied that it waS understood, from the' Shipping 

4 1 8  
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Company, to be going to New York "for some little time back" 

( l etter 6/12/17 ) .  

Negotiati ons with one small Company were started 

in January 1921 and these resulted in an Agreement on the 

15th September 1921. 

4 1 9  
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Early in May 1920 the Foreign Office received 

an application from the London Office of the Mosc ow 

Narodny Bank asking whether they might import gold into 

England from Esthonia or RUBsia and s e l l  it without 

restraint to the Bank of England. Without c onsulting 

the Bank of England the Foreign Office rep lied to this 

and simi lar enquiries regarding the import and disposal 

of such gold that they would not interfere in any 

manner but that the gold could neither be melted here 

nor re-exported, 

Counse l ' s  opinion was taken on the subject 

and the view was expressed that the arrival o f  such gold 

i n  England would be likely to raise legal questions, 

since persons having c laims against the de facto Russian 

Go vernment would probably endeavour to get s ome injunc­

tion from the Courts , 

By the middle of June, as the result of con­

versations between the Bank and the TreaswrJ, the Govern­

ment had reversed their po licy and adopted the attitude 

that they would fac i litate neither the import nor the 

d i sposal of Russian gold. 

In November the Governor drew up an Agreement 

to cover dealings in Soviet gold after completion of a 

Trade Agreement then being negotiated between the two 

c ountries . A trial shipment of gold was to be consigned 
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to the Bank o f  England and was to be the subject of a 

test action in the English Courts to decide the question 

of title and ownership. If the Courts should decide in 

favour of the importer ' s  title and ownership, the gold 

was to be sent to New York by the Bank of England for 

his account in order to ascertain the exact position of 

the gold in the United State s .  

If the importer ' s  title was settled in his 

favour here but against him in America, Soviet gold was 

to have the right of import into England but no other 

faci lities except sale to the Bank of England at the 

Statutory price . If, however ,  the importer ' s  title 

were established in both countrie s ,  gold which had been 

held in Russia continuously since the 1st November 1920 

and which the RUssian Government wished to se l l  was to 

be sent direct to the Bank of England in instalments , to 

be purchased by them below the current market price, and 

to receive an export li cence . A variant of this draft, 

dated 24th December 1920, for use in the event of no 

Trading Agreement be ing signed, provided that parcels 

rece Ived should qe exported within a period of 30 days 

from arrival. These drafts became the basis of negotia-

tions conducted by the Board of Trade with the Russian 

De legation and the scheme in its main outline was accepted 

by the Government. 
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In December the TreaB�J proposed to insert a 

o lause in the Trade Agreement giving Russia the same 

rights, as regards gold imports, as those enjoyed by any 

other count�J. The Bank objected to this be cause they 

had a lrea.dy for s ome time adopted, and were seeking to 

extend, a policy of favoured treatment under Agreements . 

Further correspondence and conferences took p lace be­

tween the Bank, the Trea8�J and the Board of Trade, in 

which the Bank opposed all  suggestions that the Russians 

should be at liberty to create credits against gold as 

collateral.  Such credits were c onsidered objectionable 

on various grounds,  but chiefly because it would follow 

that exports would be financed on credit instead of by 

cash payments ,  and because the policy would be contra�J 

to the Bank ' s  understanding with the Federal Reserve Bank 

of New York, the United States seeking to maintain an 

abso lute embargo against Soviet gold. Neverthe less , 

since it was stated by the Board of Trade that the whole 

Agreement would stand or fal l  by the acceptabi lity of the 

arrangements made respecting gold and that the granting 

of permission to obtain credits if possible was a poli tical 

question supported by the Cabinet, the Trea8�J and the 

Bank felt obliged to give way on the point of a short time 

limit for re-export. 

A letter supplementary to the Agreement to cover 
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the gold question ,  was written by Sir Robert Horne to 

M. Krassin, dated the 11th January 1921, ( the substance 

of this was subsequently made public in the Board of 

Trade Journal for the 11th August 192 1 ) .  It state d '  

that if a final decision were given by a Court of First 

Instance only in the United Kingdom in favour of the 

Russian Government, consignments could be made to the 

Bank of England direct, who would hold such parcels to 

the order of the consignee and export them, if desired, 

within six months . After six months, it was provided 

that the gold should be sold, the Bank having the first 

refusal at a price to be agreed upon , If, however, the 

Russian Government 1 s  title were definitely established 

here and accepted elseWhere , the arrangement was to be 

similar except that re-export licences would be granted 

without any limit of time . 

The Trade Agreement was signed on the 1 6th 

March 1921 and it bound the Government not to "initiate 

"any steps with a view to attach . . . . . .  any gold , fUnds ,  

, 

"securi ties or commodities ,  not being articles identifi-

"able as the property of the British Government . . . . .  , 

"exported from Russia or . .  , . , . : ,  acquired . . . . . .  within 

" the United Kingdom" . . . . . .  or to "obtain any special 

" legislati on not applicable to other countries against 

" the importation . . . . .  of specie ( other than British or 
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"Allied ) ,  or bullion . .  , . .  , . .  or the refining, melting, 

"mortgaging or disposing there of' in the United Kingdom" .  

I f  the test case should go against the Soviet Government 

the Trade Agreement was terminab le by them forthwith. 

It was the opinion of Counse l that once gold 

had c ome into the possession of' the Bank of England no 

one would succeed in an action unless he could either 

identify the actual ingots with those to which he laid 

c laim or prove that he had a title to the ingots at the 

time when they reached the Bank. It was final ly 

arranged therefore that the action should be brought in 

respect of certain gold coins whioh were a part of the 

State Reserve of the former Russian Government, A 

Miss Ma�J Grinbaum, acting as Agent of the Soviet Govern­

ment, deposited the gold at the Bank of England on the 

15th Apri l 192 1 ,  and the Press were informed , The 

action was brought against her and the Bank of England 

jointly by a Mr. A . G, Marshal l  on behalf of himself and 

all  other holders of 5% Russian State Bonds of 1906, On 

the 12th July 1921 judgment was given in favour of the 

defendants by Mr . Justice Peterson in the Chancery 

Division of the High Court , 

Notwithstanding the original intention, it was 

decided not to de lay matters by car�Jing the case to the 

Court of Appeal and the House of Lords . The gold , 
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7, 500 Roub le s ,  was therefore shipped at the end of July 

to New York for the account of Miss Grinbaum. But 

under instructi ons from the United States Treasury, the 

Assay Dfficer in New York, before whom a l l  the facts of 

the case were laid, refused on the 10th August to accept 

the gold . * ,The matter went no further and the Trade 

Agreement itself appears to have become inoperative in 

any respect for Borne time. + 

*For several months the Assay Office bad been decl ining 
to accept gold known to be of Rus sian origin, and in 
cases where suspicion arose an affidavit dec laring the 
g old not to be of Russian origin had been required. 
( The first shipment of Russian gold to the United States 
of America since 1916 appears to have been in August 
1920) . The only exception to the rule was bar gold 
bearing the o�ficial stamp of the Swedish Mint, although 
the gold was large ly regarded as Soviet gold sme lted at 
the Swedish Mint, or given in payment for Soviet gold 
bought by that institution . Neverthe les s ,  because of 
the friendly relations between the United States and 
Sweden , such gold had not been refused.  Since most of 
the Russian gold came through SWeden or was dealt with 
by private assayers, there i s  little doubt that the regu­
lations fai led to exc lude the bulk of the Russian gold 
sent to America . 

+The gold was subsequently returned to England and 
re-delivered to the Russian Trade Delegation . 
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The Board of Trade were approached on this 

subject in August 1920 and, in view of the fact that 

i f  no concessions were made the gold would probably 

go to the United States ,  in which case this countrJ 

would not only lose the gold but the trade which would 

tend to follow it, the Board strongly advocated that 

the Esthonian Government should be put on the same 

footing as a mine , so that it might receive a permit 

to sell gold at the world price provided the whole of 

the gold at their disposal were sent to this count�J. 

The TreaB�J consented to the Esthonian gold being 

dealt with as a matter entirely apart from, and with-

out prejudice to the settlement of, the question of 

Soviet gold, and after some negotiations an Agreement 

was signed, on the 8th November 1920, between the 

Esthonian Government and the Bank of England, whereby 

it was arranged that all gold which had been contin-

uously in the possession of that Government or of 

Esthonian subjects since the 1st September 1920 and 

which was avai lab le for export should be shipped to 

the Bank of England and sold to the British Government 
8 

at a price less by 1/- per oz.  std . than the current 

London market price for export gold. An advance of 

90% was to be made on the arriva l of each parcel,  the 

balance being paid when the exact turn-out of the gold 

was ascertained. It was understocd that the tctal 
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amount avai lable under this Agreement was about £2, 000, 000, 

this being the sum to which the Esthonian Government were 

said at the time to have a clear and indisputable title, a 

c ondition indispensable under the Agreement . 

The Esthonians had wished to hold a part of the 

gold on depos it with the Bank of England a8 cover for 

currency, collateral for advances ,  etc . ,  and for political 

reasons ; but the Bank refused to accept a deposit (unless 

by request of the British Government) and said that in the 

interests of the Esthonians they, c ould not recommend such a 

course as it would be expensive and no export licence could 

be granted , The proposal was therefore dropped. 

The first shipment arrived in August and was 

c overed by a temporarJ Agreement. Under the contract of 

the 8th November five further shipments were made. The six 

consignments were as follows , 

Date of arrival at Total sum naid 
Bank of England b�l TreasID;l Price * Ozs,  Std. 

s 
28 Aug, 1920 £722 , 0 73 : 17 :  7 104/ - '  416 138, 814' 090 

25 Nov. .. 717, 396 : 12 : II 106/9 r. 134 , 363" 162 

6 Dec .  .. 728 , 47 8 :  l l :  3 107/101: 135 , 085' 845 

31 Dec. .. 756 , 2 78 :  5 :  1 105/3 1;. 143, 701' 351 

5 Feb , 192 1 33 1 , 8 75 :  15 : - 97/1 68, 369' 253 

1 8  Mar, .. 325, 706 : 14 : 2 95/3 68, 389' 860 

£3 , 581, 809 : 16 :  - 688, 723 ' 561 
====""===="'====== == ======""= = 

Ozs . Std, 688, 723' 561 @ £3 : 1 7 :  9 per oz . std. � about £2 , 6 77, 400 
=========== 

*i . e .  per ounce standard . 
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Insurance was effected by the Bank of England and the 

arrangement worked smoothly, although in the case of the 

last shipment the steamer conveying the gold received 

damage to her engines and had to put into port, the gold 

being transhipped into another boat, and a general average 

o laim, which took Borne time to settle , resulte d .  

An account was opened at the Bank of England for 

the Bank of Esthonia, to which all proceeds of the gold 

were credited and charges debited, but the balance in 

multiples of £1, 000, was transferred to the account of the 

Esthonian Government with the Bank of Scotland. 

It will be observed that the total of the gold 

shipped amounted to over £2t millionsat the statutory price, 

although only £2 millionsbad originally been contemplated. 

In Apr i l  1921 the Esthonians sugge sted that a 

fresh Agreement should ,be made , this time between the Bank 

of Esthonia and the Bank of England,  to cover a further 

£3t millions of gold now available for shipment. A draft 

Agreement ,  in which the Government of Esthonia were to 

join , was drawn up in respect of a maximum of 400. 000 fine 

ounces ; the remaining provisions were simi lar to the 

previous Agreement except that the price offered was tenta-
B B d 

tively put at 2/- or 2/6 per � ounce less than the 

current world pri ce . But this Agreement was never signed. 

In July the Bank of England were informed by the Royal 

Bank of Scotland that the Bank of Esthonia had enquired of 
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them what price they would offer for gold to be shipped 

to London . The Royal Bank were advised of the draft 

Agreement referred to above and of the improbabi lity 

that an export licence would be obtainable in respeot 

of' any gold consigned to London otherwise than under 

that Agreement . 

No further particulars regarding the disposal 

o f' the remainder of the Esthonian gold reached the Bank. 

429 

Bank of England Archive (M7/157)



GOLD . 

TfoIE BANK OF ENOlANO. 111'.(-11121. 

CHAPrER V 

GOLD Aim SILVER. 

PROFI T  ON GOLD PAID TO HIS MAJESTY ' S  TREASURY . 

On the 31st May 1916 Loxd Cunliffe wrote a letter 

to Sir John Bradbury on the subject of shipments between the 
, 

Cape to London, the Cape to Ottawa , and London to Ottawa, 

and stated that "so  long as they do not lose , I am anxious 

that the Bank should make no profit from the cost of these 

gold shipments " .  He also mentioned that he was transferr-

ing to the Government a profit of £712 : 10 :  - on certain gold 

transactions of the London Exchange Committee since its in-

ception in November 1915. On the 15th June Sir John Bradbury 

replied to the Deputy Governor saying that he understood the 

pcsi tion to be " that the Bank wishes to credit the TreasuTlJ 

with any exchange whi ch  it may make by shipments of gold 

during the War and mere ly to be protected from incurring loss 

on such Shipments " .  He accepted this arrangement on behalf 

of the TreasUT1J and made vari ous suggestions to facilitate 

its working . 

In practice the Bank gave the Government the benefit 

of the widest possible interpretation of this informal Agree­

ment, paying over not only the profit arising out of shipments 

of gold but also on all bul lion transactions (with the ex­

ception of a few small Trade dealings) from the time of the 

formation of the London Exchange Committee in November 1915 

until the end of 1919. Profits made before November 1915 , 

however, were retained by the Bank, inc luding those earned in 

the earlier period but not realisable unt i l  later . 
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As wi l l  be seen from t�e brief summary that 

follows, the sums paid to the Government arose from a 

variety of transactions, and some of these were of a COID-

p l i cated nature . No detailed explanation of each item 

i s  perhaps required here but fuller particulars may be 

ascertained from the Chief Cashier ' s  Private File No. l89, 

in which the information supp lied below will be found in 

an expanded form, together with various other statements 

and correspondence . 
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Gold in bars : London 

Shipment of £500 , 000 by London Exchange 
Committee to Sveriges Riksbank in 
November 1918 

Sale of gold to Treasury for Spain 
in Februa>"'J 1919 

Sale of gold to Treasury for shipment 
to Norges Bank in March 1919 (L . E . C . ) 

Gold in bars : Ottawa ( 19 1 6 )  

Sovereigns at Ottawa ( 1916)  

Chi lian Advance ( 1916)  

French gold coin ( 1916)  

D. S . A. gold coin at Ottawa ( 19 1 6 )  

Bar gold forwarded to Federal Reserve 
Bank of New York from Ottawa in exchange 
for sovereigns released here ( 1 9 1 8 )  

Unrefined bars i n  India ( 1917-18)  

1% ( or �%) on raw gold purchased from 
Companies outright in India ( 1917-19)  

Light gold ( 19 1 8 )  

Dental & Potte>"'J Trades ( 1917-19) 

Gold from South Africa to India -
balanoe of various transactions 

Shipment of sovereigns from Australia 
to Chi le ( 1918)  

Settlement of gold from India refined 
in London 

Settlement of South African bar gold 
shipped from India and refined in Ottawa 

£13, 751 : 1 :  7 

259 : - 7 

1 , 606: 14 : 2 

2,407: 14:  4 

£18, 024 : 1 0 :  8 

3 , 386 : 8 :  9 

826: 4 : 10 

18, 235 : 3 :  5 

4 , 192 : 15 : 10 

8 , 504 : 1 :  1 

4, 535 : 5 :  7 

1 , 456 : 1 :  5 

83, 3 15 :  9 :  -

12 : 1 :  9 

476 : 1 1 :  10 

2 , 214 : 15 :  1 

3, 05 8 :  2 :  -

8, 490 : 1 1 :  8 

3,107: 19: 5 

Carried Forward .£159, 836 : 2 :  4 
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Brought Forward 

Shipment to Chi le from San Francisco 
1918-19) 

Shipment of' gold per 8 .  s .  "Tof'ua" 
( 1 918-19)  from South Arrica to Australia 

£159, 836:  2 :  4 

5,319: - : -

£165 , 85 1 :  19 : 2 

To this figure may be added the profit foregone 

by the Bank on gold which they sold to the Government at 

its original cost . From 1 7th November 1915 ( date of 

Treasury Minute appointing London Exchange Committee ) to 

the 31st August 1 9 1 7 ,  and calculated at Itd .  per ounce on 

3 7 , 942, 432 ounces of' gold bul lion and coin, this profit 

amounted to 

Between the 1st September 1917 and 
28th February 1919 a similar 
calculation on 4 , 996 , 734 ' 08 7  oz . 
of' bar gold gives 

"Bank of' Italy" 

Government paid £22 , 200, 000 for 
5 , 7101 74°' 702 oz s . std . which at 
77/ 102 per oz . are worth 
£22 , 236 , 196' 608. From difference 
of £30 , 196 : 12 : -, howeve r ,  deduct 
value of 6 , 563 ' 46 oz s . std . at say 
77/10t ( v .  L . 23rd March 1920, C . C. 
File 1 1 1 )  i . e . ,  £25 , 556 : 9 :  5. Net :  

£23 7 , 140 : 4 :  -

3 1 , 22 9 : 11 :  9 

10,640 : 2 :  7 

£2 79, 009 :  18 : 4 
"",====:e========= 

The entire profit of the Government may therefore 

be put at £444 , 861 : 1 7 :  6 although of course this estimate 

4 3 3  
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takes no account of the very large additional profit 

which accured to the Government through dollars obtained 

at parity by the sale of gold in America over a course 

of years when the Exchange was depreciated, 
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