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THE BANK OF ENGLAND. 1914—1921

CHAPTER VIII

“Notwithstanding that the Bank of England ig a
"Subject that has had no small Share in the late Politicks
“of the Town, yet there are several amongst us who seem to
"look no farther than the Counting Tables in Grocer's Hall,
"and go judge of the Bank as they do of a Banker's Shop, to
"be of no other Use or Influence but to receive and pay
“Money ."

(First sentence of "Remarks :
Merchant of Loondon, 1705 A0
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CENTRAL BANKING AND CER

CENTRAL BANKTNG

Although books have been written:to explain
the functions of individual Central Banle, there seems
to have been s rather curious absence of enquiry as to
what principles are already held by Central Banks in
conmon and whether there are further principles which
should be of universal application, either now, or given
certain conditions not yet realised.

The special problems of Central Banking are not
all of them new, and as one of the oldest Central Banks
the Bsnk of England may claim to have already provided a
satisfactoxry solution to many But the enlaxrged soope
88 regards international affairs sfforded to the Bank of
England during and after the War, and in particulaxr the
entirely new departure of their alliance with the Federal
Reserve Bank, made inevitable sooner or leter a considera
tion by them of the whole subject. The most important
aspects of the question were the relastionship of Central
Banie to one another;,” the advisability of founding further
Central Banks, the new duties which Central Banks might
have to assume, and the degree of autonomy attainable .

It was the proposed foundation of two new
Central Banks, the Imperial Bank of India and the South
African Reserve Bank, that focussed the Bank's sttention

on the subject in 1920.

“"As early as 1912 g Congress held at Brussels by the
International Economic Union urged that ‘Buropean Banks
of rssue” should hold conferences so that co—opera.tion
night be furnished, especially in comnection with the
organisation of International credit and methods of
Paynent ,
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About the same time Mr.J.F.Darling, a Direotor
of the London Joint City & Midland Bank Ltd., proposed
the formation of an Empire 3ank*, and suggested that the
Bank of England might be transformed into such an Ingtl
tution. Mr .Darling called on the Governor in July 1920
to explain his scheme [n common with most other
Bankers, the Bank of England considered it unsound and
impracticable in certain vital respects.
of some of its defects may be found in Sir Henzy
Strealcosch 8 article on "the Principles of Central
Banking”: to which further reference is made below

In this connection the Governor (writing to
the Governor of the South Africsn Reserve Bank in
February 1921) expressed the opinion that "the only
“sound lines for dealing with.....Imperial Banking is
by the establishment of a separate Central Bank within
"each economic unit of the Empire for the transaction
"of Central Banking business within that unit, along
‘with mutual and exclusive co-operation between all
"these Central Banks". He adcded that co-operation
within the Empire was by itself insufficient.

Meanwhile the discussion of Mr.Dexling's
scheme in the Fress served to emphasise the existing

absence of co-ordination between Empire Banls; and it

*A gingle international Bank of greater or less 8cope
had been the ideal of many, among ot,herﬁ of Dord
Cunliffe (vide letter 2:/6/17, C.C.P.71Y fo.l2).

"“Pimes” 21/5/21, vide C.C.Pamphlets 141 J.
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CENTRAL BANKING.

was considered that the recent establisbment and consti-
tution of the South African Reserve Bank, though admit-
tedly satisfactory in itself, only threw into relief the
lack of eny such Bank in Canada and the shortcomings of
the Government = controlled Commonwealth Bank of
Australia. It was pointed out thet although co-operation
between different parts of the Empire and London was.
under post-war conditions, essential, the relationship of
the Bank of England to the Federal Reserve System was of
& more intimate nature than ary obtaining within the
Empire. (In connection with the reference to Cenede it
mey be noted that Mr.E.R.Peacock, a strong advocate for
the establishment of a Central Bank in the Dominion,* was
appointed a Director of the Bank of Englerd in April 1921).
Eerly in 1921 the Governor formulated some
general principles of Central Banking (purposely of & some-
what negative character) and invited certain authorities

to digcliss their validity. They were as follcws -

bk, A Centrel Bank should not compete with other Benls
for general business.

25 A Central Bank should not take monies at interest
on its own account nor accept Bills of Exchange

o A Central Bank should have no Branch outside its

own country.

*An opportunity was offered in 1923, in which year the
Charters of the 16 Chartered Banks fell due for revision or
renewal: but the Banks opposed the formation of & Central
Bank gnd secured renewal of their privileges for &nother

10 years .
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4, A Central Bank should not engage in a general
Exohange business on its own account with
any other country.

5. A Central Bank should be independert but should
do all its own Government's business -
directly or indirectly -~ including Gold and
Currency.

6. A Central Bank should be the Bankers of all other
Banks in its own cour.try and should assist
them to develop its business and economio
resources.

e A Central Bank should protect its own Traders

from the rapaoity of other Banks in its own

country.

8. A Central Bank may have an Agency in another
oountry.

9. That Agenoy (if not itself a Central Bank) should

do all its banking and all kindred business
with the Central Bank of the other country.
10. And should receive the most favoured treatment
and information from the Central Bank of the
other country.
11. And should do the Banking and kindred business of

its Principal's Goverrment in the other country.
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Reserve System were added at the suggestion of Mr .Strong,

the @Governor of the Federal Reserve Bank of New York

12. A Central Bank should act as the settling Agent
for Clearing House balances arising between
the Banks of its own country, and to the
widest extent practicable

13. A Central Bank should handle domestic collec
tions for its members and so regulate the
domestic exchanges

14. A Central Bank should have power to examine
Banks which come to the Central Bank for

credit and assistance .

The Bank of Bngland approved of these additions with the
qualification that the last two at any rate did not affect
8 small country such as this

In April Sir Henry Strakosch, who had been one
of those oonsulted by the Governor on the subJect, pre
pared the article already mentioned; this embodied several
of the foregoing principles.

It is8 interesting to note, however, that with
regerd to one point, olause (4), Sir Henry's views might

be interpreted as the opposite of those put forward by
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the Bank. Mr .Strong, however, accepted No.4 without
question and it was endorsed by Mr .Clegg, the ®overnor
of the South African Reserve Bank.

With regard to No.3 Sir Henzry had already
indicated to the Governor a difficulty which might make
this rule inoapable of application to Central Banle
within the Empire: this was the probability that
Dominion legislatursswould have a tendency to fear
the subjugation of their countxy's interests to those
of Great Britain if the Bank of &ngland were appointed
the Agents of their Banls, instead of separate Branches
of such Banls being set up in London Sir Henxy, how-
ever, (with the South African Reserve Bank in mind)
oonsidered that the establishment of Branches would
nevertheless enable a close and intimate connection with
the Banls of England to exist, while the appearance of a
loss of independence would be avoided .

On the subject of the relative merits of

Agencies and Branches the Governor wrote {in e letter

already ouoted and in connection with the new Imperial
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Bank of India) "the difference between a Branch and
"an Agenoy may strike you as wnreal or as too subtle,
"but the essgential distinction between the two will
"not escape you. I suggest that an Agency (e.g. in
"London) should have no business with the ifublic t
"would have only two local clients (the Government of
"Indie and the Bank of England)".

Mr.Clegg's views' were that Clause (1) was
of primary importance . A corollary to it was that a
Central Bank should keep its resources exceptionally
liquid and that it could not do if 1t disregaxrded
rule (2). On the subject of Branches he wrote: "The
"object of & Central Bank being to afford stability
"in its own oountry, thet object would tend to be
"defeated in so far as it incurred liabilities, or
“"looked up its assets, in another countzy In fact

"pronosition (1) operates to forbid a Central Bank

"On the subjeot of "Central Banis and Distant Branohes*
vide memorandum dated 1 Jan.l1921 written by Mr.R.G.
Hawtrey of the Treasury. {C.CsP.221

L.12/4/21.
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"from embarking on commercial adventures in another
"countiy even more strongly than in its own. The only
"plea a Central Bank might put forward for having a
"branch in another country would be that the exohanges
"might thereby be stabilized .... But it appears to me
"that the exchanges can be in & healthy condition only
"when they express the state of trade between the two
“countries without artificial interference, and that.
"unless for some special reason and in extraordinary
"circumstances a Central Bank should not intervene in
"the exchanges". He also stated reasons for supposing
that a Central Bank which was bound by statute to keep
e fixed proportion of gold to deposits and cannot hold
more than a certain percentage of such gold cutside its
own country might find it unworkable in existing cir-
oumgtamces to have a Branch in London or any country in
which there was not a free gold market.

With regard to Agencies, NMr.Clegg was in
favour of this function being invariably performed for
a Central Bank by the Central Bank cf the oountry in
which the Agency was to be established.

Mr. Strong assented to all the principles drawn
up by the Governor with qualifications to (7) and (10).

Respecting the former he considered that pro-
tection to Traders against the other BanH8 could only be

secured either by Central Barks doing more commercial
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business than was done by e.g. the Federal Reserve Banks
(which deal only with their Member Banl®) or by super-—
vigion in detail of the other Banle by the Central Bank
The meaning attached by the Benl of England to this
Clause, however, was brought out fully by the Governor
in answer to some comments by Mr .Clegg

that where there is no Central Bank the rates for short
money and discounts may rise to fantastic figures
Traders in New York had, for example, been frequently
forced to pay 25% or 30% for accommodation before the
foundation of the Federal Reserve System ‘The mere
‘fact that a Central Bank is willing at a rate to under-
‘take all business of certain classes that comes to it
“is in itself a means of protecting the Traders from the
'rapaoity of other Banks'" .

On the "most favoured treatment” section (No.lO)}
Mr.Strong mentioned that ocoasions must unavoidably arise
when different and to some extent conflicting rate poli-
c¢ies would have to be adopted Agencies however {(when not
themselves Central Benks) should conf'orm to the policies
of the Central Bank of the country in whioh the Agenoy was

8ituated .
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By June 1921 the condition of Austria and the
diffioulties surrounding German Reparation payments
seemed to indicate that unless action were to a greater
extent entrusted to Central Banks and a new degree of
oco~operation conocerted between them, the prospect eof a
satisfactory settlement to either problem was rather
remote.

In this belief the Governor and Sir Charles
Addis paid a visit to America in August. Their objects

were covered by the following general headings -

(1) To further relationship with the PFederal
Reserve Board and Baniss.

(2) To promote common action between the Federal
Reserve Banks and other Central
Banks,

{(3) To interest America in the financial needs

of Eastern Europe.

So far as American Bankers were concerned, the Bank of
England's aims were cordially shared, but the restricted
views of the Publio and the active prejudices existing
in the South and West of America were felt to be obstaoles
that oould only be removed gradually.

The limits of the History do not permit of this

summary being carried further, but it may perhaps be
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mentioned that on his retwm from America the Governor
and Mr.Jay (the Federal Reserve Agent, and Chairman, of
the New York Reserve Bank), who was then visiting Europe,
made a first step towards putting the new policy into
operation by Jjeurneying to Amsterdam to see Dr.Visgering,
the President of the Netherlands Bank, with whom the

following were discussed -~

(1) An understanding as to the general financial
policy of Central Banks.

(2) Co-operation on international and econemic
lines among Central Banks.

(3) An eventual consortium of Central Barks (under
lead of the Federal Reserve Bank ) for the
rehabilitation of Austria and Eastern

Europe on purely economic lines.

The special prominence given to the subject of
Central Banking in the last of the War years under review
may Jjustify some account being given of the relationship
of the Bank of Englard to various Central Banks during

the period.
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Apart from the question as to what a Central

Bank should and should not be, the problem of what
actually is and what is not to be regarded as a Central
Bank presents diffioulties; but it is thought that the
following list will be oonsidered sufriciently com-
prehensive.® Sections on these Banks follow in the order
named:

Pederal Reserve Bank of New York

South Afriocan Reserve Bank

Bank of France

National Bank of Belgium

Netherlands Bank

National Bank of Roumania

Bank of Spain

Bank of Portugal

National Bank of Greece

Inperial Bank of Indis

National Bank of Egypt

Commonwealth Bank of Australia

Bank of Italy

Bank of Japan

National Bank of Switzerland

National Bank of Serbia

Norges Bank

*The Reichsbank accounts were not opened until 17/11/21
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Of these 17 Banl® eleven opened their accounts after

the outbreak of War,
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FEDERAL RESERVE BANK OF NEW YORK

The Federal Reserve Act was passed 23rd December
1913 and on 16th November 1914 the Federal Reserve Bs.nks
opened their doors.

Section 14 of the Act gave the Reserve Banks
power to establish Agencies in foreign countries and the
first 8teps towards the appointment of the Bank of England
to act in this capacity to the Federal Reserve Bank of New
York took the form of' interviews in London between the
Governors, the late Lord Cunliffe and Mr.Cokayne {(after-
wards Lord Cullen) and Governor Strong in March 1916 A
memorandum of a tentative arrangement was then drawn up,
to be put 1nto force after the War, or earlier should it
become desirable.

On Mr.Strong's return to America shortly sfter-
wards an exchange of letters on the sublect took place, and
on 7th September 1916 amendments were passed in Section 14
of the Federal Reserve Act to permit of the Federal Reserve
Banks dealing through their foreign Agents in bills of 93
days' currency instead of 90 days as hitherto provided, a
concession to the English system of days of grace, and to
allow the foreign Agencies to open Banking aocounts with
thelr American principals, previously only posgible by the
expedient of earmarking gold or investing all balances in
bills, etc.

On 25th December 1916 the Federal Reserve Board

(without first consulting the parties concerned’! published
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their authority for the New York Bank (and any other

Federal Reserve Bank) to make arrangements with the Bank

¥EW YORK.

of England. The British Foreign Office thereupon en-
quired through the Treasury (2/1/17) what advantages
might be expected to accrue to the British Government.
The Commonwealth Bank took occasion to express the hope
that it might be selected as Agent in Australia.

On 18th January 1917 the Federal Reserve Bank
forwarded a fresh draft of the 1916 Memoranduw concern-
ing which there had been intermittent correspondence,
especially as to the terms on which gold was to be pro-
vided by each institution. On the 5th April the United
States entered the War, and it became desirable to con-
olude the Agreement as soon as practicable. Ag finally
anended by both parties it was approved by the Bank of
England Court on 3rd May 1917.

A statement of the relationship (drawn up by
the Federal Reserve Bank) was communicated to the English
and American Press. (This may be found on p.%2 of
"British Finance 1914/21")

A copy of the Agreement is to be found in the
Chief Cashier's private file 166 folio 48. (Another
Copy was sent to the Treasury on 1lth October 19195

The Agreement provides chiefly f'or the purchase
of Bills of Exchange and prescribes the terms on which
earmarking and shipment, etc.. of gold will be effected.

These two provisions were perhaps intended primarily for
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use in normal times when a free gold market had been
re-established here. By the end of August 1921, the
only clause which had been carried out, at any rate in
the manner contemplated, was No.1ll dealing with the
exchange of information.

The Bank of England were the first to avail
themselves of the new connection. They asked the
Federal Reserve Bank to provide dollars to meet the
850,000, 000 Loan payable by the London Bankers in New
York on the 20th June 1917. The London Bankers de-
posited with the Bank of Englard the equivalent amount
in sovereigns, which were '"set aside” for the Pederal
Reserve Bank, Liater in 1917 the Bank of England
suggested that they should take over a part of these
sovereigns against the release of gold in India, where
the United States of America desired Rupee credits, but
nothing came of this proposal as the Americans preferred
to ship silver, The gold “set aside'" was ultimately
released (in seven instalments) between June 1918 and
March 1919, the greater part being exchanged for bar
gold from Ottawa and most of the rest being held at the
disposal cf the Bank of France.

In May 1917 Governor Strong suggested that
the Pederal Reserve Bank should offer to reoeive for
payment and oancel ooupons on British Securities. This
course was proposed to avoid the cost of insurance, at
the time very heavy. and to popularise British Securilties

In the United States. The arrangement was not completed
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until July 1918. Since that date to the end of 1920
coupons to the following number and &amount were dealt
with -

Number Gross Amount

1918 about 730 value about £1,400

1619 N 950 ¥ : £1, 600
1920 i 850 £1,200
In December 1918 the system was extended to include the

exohange of Stock Certificates the coupons on which had
been exhausted, and the payment of Treasury Bills, War
Expenditure Certificates, etc. But very few people
availed themselves of these facilities.~

The Drawing Account of the Federal Reserve
Bank was opened at the time when the Bankers' go0ld was
‘set aside", viz., on 20th June 1917.

On the 19th July the Court gave their sanction
to cheques being dxrawn on the account by the Federal
Reserve Bank (a course not contemplated by the original
Agreement) though it was understood that this facility
would not frequently be taken advantage of

It was not until April 1319 that the account
carried any balance beyond the small sums paid in sgainst
the encashment of Government coupons in New York.
£100, 000 wes then credited in order that the current

account might be considered as ooming within the terms

*The sxrangement was cancelled on the 3Cth June 1322 by
which time the need for it no longer existed.
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of the Agreement.. In Governor Strong's words the credit
might be "considered simply as a peg to remind you that
gome day we are going to hang something on it".

A further £100,000 was paid in by the Zquitable
Trust Company of New York on 3lst May 1919.
of the acoount from its commencerment to the end of 1920

are as follows -

Average
Year No.of Debits Balance Balance
1917 1 Nil
1918 6 170
1919 3 ,
1920 26 161, R03

The reduction in the balance from a maximum of over
£200, 000 was partly due to the gold transaction charges
incurred by the Bank of England

after the end of 1919 for the advantage of the United
States Government who had various small payments to make

in England.
Cables.

The first suggestion as to a weekly exchange of
code cables on the state of the money markets eto. was

made by Mr.Strong in a letter dated the 23rd July 1917.
Banl of France.

The oonclusion of a triangular underatanding

with the Bank of Prance, to include a gold settlement fund.
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7EDERALL. had been considered ever since Governor Strong's visit

BANK OF to France in the Spring of 1916 but only a tentative

Y2 YORK.
arrangement between the Federal Reserve Bank and the
Bank of France, based on the opening of accounts, had
been reached by August 1918. CGovernor Strong was still
in hopes that a time might come when the three institu-
tions would adopt a concerted policy particularly on
questiong of international exchange, and the Bank of
Englend were asked to send Paris a oopy of their Agree-
ment with the Federal Reserve Bank.
September; but it was understood that by the end of
August 1921 the Federal Reserve Banks had made no
further progress towards the completion of a formal
Agreement. Relations with several other foreign Banks
have been entered into by the Federal Reserve Bank of

New York.
Earmarking of gold.

The probability of the early conclusion of
peace led the Bank of England, in March 1919, to advise
the Pederal Reserve Bank, under Clause X of the Agree-
ment. that any large earmarking or export of gold would
not then be convenient. The Federal Reserve ®ank
replied that at that time such transactions were "the

last thing they would oonsider” unless desired here.

German Gold.

In July 1919 Governor Strong visited Europe
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FEDZRAL with full powers to arrange for the purohase from the
BANK OF United States Grain Corporation by the Federal Reserve
NEW YORK.
Bank of New York, acting for all the Federal Reserve
Banks, of about 730,000,000 German gold narks. This
gold was in payment for foodstuffs, etc., supplied to
Germany under the Peace Treaty.

Mr.Strong arranged for the deposit of the gold
with the National Bank of Belgium in Brussels and the
Netherlands Bank in Amsterdam, and it was thence conveyed
to London. to the Bank of Bngland in 26 consignments.
Representatives of the Bank of Englard accompanied all
shipments, which were made from Antwerp and the EBock of
Holland during September and October.
gold with the Continental Banks avoided the necessity
of perhaps one further shipment.

The gold consisted of Marks. Austrian Crowns,
Roubles, Sovereigns and bars, and a part of it was
believed to congist of gold received from France by
Germany in 1872. ‘Yhen melted. the exact out-turn was
found to be 8, 385.751°913 fine ounces {(say £35,563,212
at 7%/8 per ounoe standard). Part of this gold, about
2,363,000 fine ounces, was shipped to India in the
Autum of 1919 and the beginning of 1920, being released
to the Bank of Montreal in payment, it was understood.
for Rupees sold in New York for the account of the Indian
Government. On each occasion the Bank of Montreal

transferred the gold to the India Office who carried out
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FEDERAL  the shipments to India. Further amounts were delivered
RESERVE

BANK OF to the Chartered Bank, the Yokohama Specie Bank, etc., and
MEW YORK
the greater perxrt of it probably found its way to the same
destination The balance, consisting of some 5,391,000
fine ounces, was shipped to New York in the late Autumn

of 1920.
Reparation Commission

At the end of 1219 Mr.Strong's health broke
down and he went away for a year's rest: a part of this
time was spent in visiting Japsen, India, Ceylon, etc.;
by the end of 1920 he was again in London on his way
home . While he was here the FPederal Reserve Bank under
took & fresh service for the Bank of England, it being
arranged that certain funds received by the Repsration
Commission should be invested in New York, half in the
name of the Bank of England, and half in the name of' the
Banlc of FPrance, the Federal Reserve Bank acting for both
The operation involved the opening of an account for the
f'irst time by the Bank of England with the Reserve Bank
and very lerge sums were soon dealt with and were invested
in Treasury Certificates of Indebtedness and Banlers

Acceptances .
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FEDERAL Apart from two or three proposals which proved
BAVK OF abortive, * the matters mentioned above comprise the chief
NEW YORK
incidents that had occurred up to August 1321 in the
relationship of the two institutions, other than the con-
stant interchange of views which was maintained, not only
by telegram and letter, but also by personal visits.
This intercourse was of the fullest and freest nature,
covered the greatest variety of subjects, and led to
that increasingly concerted policy to which reference has
been made above and in Chapter I.

The Chief Cashier's private file No.l66 contains
the record of nearly everything that was put in writing,
and no further resume of the material will be attempted
here . Speoial mention may however be made of an essay
by Mr .Pierre Jay on the controversy as to the relative
merits of different Note issue systems and Sir Chearles
Addis's ocomments thereon. These papers will be found

in Palaphlets 141 J.

*The most important of these was =& suggestion made in
March 1321 by Governor Strong that the Bank of England
should receive and hold for the Reserve Bank the gold
which would otherwise be shipped from England to New
York, where the steady increase of gold Reserves was

causing concern, &8 lilkely to produce inflation and
other evils.
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SOUTH AFRICAN RESERVE BANK

The establishment of the South African Reserve
Bank was a result of the increasingly unsat.isfactory con
dition of South Africa’'s currency snd exchenge problems,
end owes 1ts inception and constitution largely to
Mr .{af'terwards Sir Henry) Strakosch He was also active
in the preliminsYy negotiations

In November 1920 Mr .W.H.Clegg, the Chief
Accountant of the Bank of England, was appointed Governor
of the new Central Bank, an appointment which of course at
once brought the two Institutions into close touch The
South Africen Bank f'oxmally csme into existence on the 17th
December 1920 by a Proclamation which gave effect to the
South African Currency end Benk Act of 1920

The provisions of this Act need not be summarised
or discussed here. Suffice it to say that with the neces-
saTy modifications the constitution of the Bank in its meain

lines, as had been suggested by Mr .Stralkosch, followed the

"Wednesday, the l7th November 1920. The Governor informed
the Committee of Treasury:-—

That the proposed establishinent of & Central Bank in
South Af'rica seemed to him s matter of supreme importance to
the Bmpire, to this country and to the Bank of England . That
the policy and methods of the new Bank should from the outset
accord with those of the Bank of Ensland was of almost egual
importance and the difficulties now arising from the methods
of the Commonwealth Bank of Australia were an instance of such
difficulties a8 might otherwise arise in connection with South
Africe and as may yet arise in connection with Canade . It
was therefore to our interest from every point of view to assist
the new Bank, even to the extent of fmaking a considerable
Sacrifice.

An account of the situetion in South Africa previous to the
passing of' this Act will be found in a Pamphblet written by
Sir Henxy Stralcosch - "The South African Currency & Exchange
froblem” (FPeb.1920) and in the same author's article on
Central Benking (21/5/21) referred to above. (Famphlets
141 G and 141 J, respectively.)
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American Federal Reserve system f'airly olosely, and in

RESERVE partioular by its adoption of a Note issue based as to a

fixed proportion (40%) on gold and as to the balance on
Bills of Exchange . The Gold Reserve requirements were
capable of suspension in certain conditions by psyment
of a graduated tax Ageain, as provided f'or the member
Banks of the Federal Reserve system, the other (South
African) Banks were obliged to keep a f'ixed proportion
of their liabilities in reserve with the Central Bank.*

From the time of the decision to found the
South African Bank, the Bank of BEngland were called upon
for assistance in various matters, chiefly in regard to
the designs and paper for the Jold Certif'icates, which
were to be .ssued as legal tender by the Union Tressuxry
in exchange f'or gold coin and bullion, and f'or the Bank
Notes, the sole issue of which was reserved to the South
African Reserve Bank for 25 years. Both the Gold
Certificates and the Notes were printed by the Bank of
England . Safes for accommodating gold and the Notes
were also ordered through the Bank of Bngland

The arrangements for the design of' the Gold
Certifioates were entrusted to the High Comnissioner in
London and bMr.Strakosch acting in conjunction with the
Bank of England, and were settled in August 1920. The
Certificates were of a very plain character: the print
ing was on both sides and the paper oontained as a
watermerk the "wave-line" pattern surrounding the words
“UInion of South Africa”. Neither scope nor tiime was

€lven to the Bank for aprthing more elaborate

“In two respects however the English model was adopted
The Reserve Bank was to be the sole Bank of issue, and
it was not to be solely a Bankers' Bank.
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The preparation of a suitable Note presented
considerable difficulty owing to the neoessity f'or
compliance with certain definite requirements, to the
disduieting nature of the Bank of England's latest ex-
perienoces of forgery, and also to the conditions to which
the Notes would be subjected in circulation, conditions
more severe than is the case in Burope, in particular
because of' the fact that the Notes would be handled by
natives. The use of protective colour was considered
essential The Bank prepared a design which they re
garded a8 saf'e rather than beautiful. The watermark
consisted of a Springbok; the face of the Note bore a
coloured overprint and on one side was a representstion
of a South African animal, a different animal being
chosen for each denomination The latter provision was

for the purpose of assisting identification by the

natives.

The Notes had been practically approved when
towards the end of January 1921 Mr.Clegg cabled pronosing
to submit an entirely new design This was adopted, its

ohief' feature being a picture of the ship of Van Riebeck
approaching Table Bsy (where he had landed and founded
the first European Colony at the Cape). But a large
number of other subjects peculiar to South Afrioa were
also introduoced. Van Riebeck's head was utilised as a
watermaxk with the "wave-line" pattern as a border

The Notes were plate printed on both sides in English
and Dutoh, each side being overprinted with two oolours,
one being produoced in multicolour, by a very difficult
and expensive process. There were four denomi-

nations, £1, £5, £20 and £100 on the whole, the Note
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produced gave satisf'action, though the design presented
a rather orowded composition.

The new Bank began at once to be of service to
the Bank of England as a source of reliable information
concerning South African affairs and as an additional
means whereby any misunderstandings that might arise with
the gold producers might be removed, etc.

"It cannot be doubted", {(wrote Sir Henry

Strakosch) “that it will be the policy of the South African
"Reserve Bank to establish contact with those institutior
“{the Bank of England and the Federal Reserve Banks) and
"to conform closely to their Policy.
"most appropriate manner in which the re-establishment of
"equilibrium in monetary affairs can be fostered and the
“way prepared for the resumption of an effeotive gold
"standard".

The Governors' confidential correspondence with

Fr.Clegg is to be found in C.C.P.87.
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On the 12th August 1914 a telegrawm was received
from the Govexrnor of the Bank of France, M. Pallain, ask-
ing the Bank of England whether they would open an account.

An Order of Court was made on the 13th and the
account was opened on the 17th, the first credit, being
the proceeds of a che#fue for Fcs.2,500.000 drawn by the
Paymaster-in-Chief of the British Expeditionary Force,
going to account on the 24th August.

In 1916 three cther accounts were opened, and
from August 1914 until the time of the Armistice large
numbers of transaotions of a routine nature took place

The first intimation that the Bank of France
had removed their Bead Office from Paris to Bordeaux was
received here by telegram on the 1llth September 1914,

The Bank of France removed their gold reserve of
£160,000.000, their Customers' Securities, and most of
their Bank Notes; and made arrangements to destroy by
melinite the Note printing machinery if Paris were
captured. The return to Paris from Bordeaux was made
on or about the 8th December 1914,

In October the Bank of Englsnd agreed to pay
drafts against delivery of documents, no responsibility
regarding the latter being accepted.

In June 1915 an acceptance credit for &£5.000.000
was opened for one year on behalf of the Bank of France

by Mesurs.Samuel Montsgu & Co. with 24 Znglish Banks and
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BANK OF Bankers, through M. Louis Hirsch of Paris.

realised were to be paid to the Bank of France account
here and an underteking was given not to draw gold
againgt these moneys.

In addition to transfers from various Bankers,
the account was fed by the collection of coupons on
English Government Stocks and by the remittance of Bank
of &England and Currency Notes (usually £600,000 at &
time) .

In October 1915 the Bank of England were in
communication with the Bank of France on the subjiect of
advances to Bankers in commection with War Loans and
advice was given based on the experience derived from
the 3%% war Loan.

It was arranged in May 1916 to credit the Bank
of France with the full value of Australian Government
Notes, it being understood that Australian soldiers in
France would receive the proceeds of such Notes without
deduction.

At the end ef 1916 M. Pallain was asked to give
his support to the Board of Trade's efforts to discourage
the insurance of gold shipments made from Neutral
Countries.

M. Pallain remained Governor of the bank of
France until the 25th August 1920, when he was succeeded
by M. Robineau

Phere is little else worthy of mention Iir
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BNK OF connection with the General Account.
was reduced in 1919 and after tr.at year became of very
small dimensions.
The figures of all four accounts will be found
at the end of this Section.
Before dealing with the sale of Securities
undertaken here for the bank of France, it will be con

venient to refer briefly to one or two other
Bullion Transactions.

Apart from the transactions effected under the
Agreement mentioned in the Chapter on “"Allied borrowings'
the only occasions on which there were bullion dealings
between the Bank of France and the 5ank of England were
in 1914 and in the early part of 1915

In the late Autumn of 1914 some bar gold and
American eagles were purchased by NMesera.Lazard Brothers
& Company and set aside at their request in Ottawa for
the Bank of France. A part of the eagles was subse-
quently purchased by the Bank of ®ngland at 77/- per
ounce, a figure higher then the price at which the bHank
had sold them but lower than could have been realised
in the open market in Ottawa at that time. The re-
rnainder of the eegles and the bar gold were delivered
in April 191% to Messrs.Ls.zerd Brothers' New York House.

On the 15th January 1915 80.000 sovereigns

were received for the Bank of France from the London
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Joint Stock Bank, acting as Agents of Messrs.de Neuflize
& Co. These were credited to the account of the Bank of

France in the April following.
Supply of Fos.5 pieces for use in West Africa.

By 1916 a considerable business had grown up at
Coomassie with cattle dealers who oame from French terri-
tory. To retain this trade either F'rench Fcs.5 pieces or
British sovereigns were required
the latter, the Bank of France were asked whether they
would supply French silver to the Bank of British
Africa, and they agreed that coins to the value of
should be placed at that Bank's disposal.
Bank of Prance maintained that the exchange at which the
sterling should be calculated and credited to them in
their account at the Bank of England should be the gold
par of 2K°22 because in countries of the Latin Union
Fcs.H pieces were received at their face value. The
legal tender value of the coins at the seaport of Bathurat
Gambia, however, waa 2R 80. Eventually an exchange value
of 26 was agreed upon. Some Fcs. 7,300,000 appear to
have been shipved tc Bathurst between October and December
1916. Applications were made for further supplies in
Avgust and October 1917 and again in September 1919. but
on these occasions the Bank of France were unable tc comply
with the request owing to their Covernment's demands for
the French Colonies and for coining mcney of smaller

denominations.
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Watermark Matrices.

Lord Cunliffe had expressed to ¥. Pallain his

admiration of the watermark and finish of the small
denomination ¥Frenoh Notes, and Lord Cullen, while Governor,
arranged with the Bank of France for a supply of matrices
of the head of Britannia for use should the Currency Note
issue be entrusted to the Bank of England.
were duly received in September 1919.

In connection with the same possibility. the
Bank of France were good enough to communicate, 1n February

nga1,

particulars of their Bank Note register systen.
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1915
1916
1917
1918
1919
1920

1916
1917
1918
1919

oL ofh
"_'r..‘h i ta

279
R,656
4,655
1,217
1, 500
2, 320

Opened 18th March 191
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reneral Account,

Opened 1/7th August

Average
Halance

£1, 749, 252
£8,175,108
£5.081, 196
£2,549, 602
£4,253, 766
Fil
£752,3321

Special Accoun

1914

Balance

£170, 000

£1, 103,000

(For the sale of Securities)

No. of
Debits

4,21%
5.443
2,882
5,793
1,743

Average
Balance

£271,129
£96, 950
£66,175
£221, 750

£127,926
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Opened 2Fth May 1016.

No. of Average

Debits Balance Balance
1916 1,697 £1,63%2.941
1917 R23 £275,783 £57, 59
1918 3 £429,796
1919 62 £97,896 )
1920 - £2,450

This account was acted upon on more than one occasion by

M. Avenol, Financial Representative in London of the French

Government .
No.4 Account.*
Opened 26th September 1916,

No. of Average ! M

Debits Balance Balance
1916 1,269 £2,918,228
1917 6,065 £1, 700, 785 Nil
1918 2,674 £595, 321
1919 267 £2,000,000
1920 — =

This account appears to have been used for the '"regulation
"of the needs of PFrench Commerce in Sterling effected for
"the account of the French Treasury'. and was partly fed
from the French Government's account st the Bank of England,

up to March 1919, and was practically managed by VM. Avenoi,

*MThese accounts were in part fed by transfers from the
General Account. under general aAuthorities dated 26/%R/17,
(No.3 a/c.) 14/10/16 (No.4 a/c.).

*Closed 16th January 1922.
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French Securities

BANK OF In acoordance with the terms of an Agreement

dated February &th 1916 between the French and British
@overnments, Mr.McKenna {(then Chancellor of the Ex-
cheguer), undertook to arrange facilities, so long as
the French exchange remained above Fcs .25-50, for the
sale on the London Stock Exchange of Securities in
French ownership, provided such Securities were placed
on the Market by the Bank of France through the Bank of
England, and the former Bank guaranteed that the
Securities in question had been in French ownership since
the outbreak of War. The French Minister, M. Ribot,
also undertook that the proceeds of such sales should be
solely employed in the purchase of British produce

Every Security forwarded by the Bank of France
to the Bank of England for sale was accompanied by a
special Form of Declaration as to ownership signed by the
Bank of France and, in spite of considerable opposition
on the part of French holders who wished to sell their
Securities through their own London Brokers, it was
arranged that all Securities should be sold through the
Bank of England's Brolers, Messrs .Mullens, Marshall & Co
Any other course was oonsidered to be both impracticable
and undesirable. (Vide Governor's letters of 27th July
and 7th August 1916 and 3rd August 1917 in C.C.P.71

Full commission on all sales was charged by the
Brokers end was not divisible with the Bank of England.

The arrangement made applied to French subJjects
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%NKAQP only: it excluded ®nglish subjects domiciled in France
S and Engllsh sub.jects with Securities held in France who
could not effect their sale on the London Market.

The first parcel of Securities was received
from the Bank of France by the Bank of England on the 1lst
March 1916, but as there was some delay before an arrange-
ment was arrived at between the Treasury and the Committee
of the Stock Exchange by which the latter agreed to allow
the issue of Certificetes guaranteeing that the Security
mentioned thereon had been expressly passed by the
Committee as a izood delivery. no sales were effected
until the 21st March 1916.

The imposition of 'limits" caused a number of
orders to be left unexecuted and in March 1919 the Brokers
asked the Bank of England to call attention to this, re-
questing also that they might be relieved of responsibility
should they fail. when prices were fluctuating rapidly, to
secure a bargain at the desired figure.

The London Yarket having been re-onened for deal
ings in the Spring of 1920 the Bank cf England suggested
that, in faixness to the Stock Exchange and other Banks,
French and British, the time had come to revert to ordinary
channels for the conduct of this business
France accordingly fixed a date for its termination,
lst June 1920, and on that day the bale.nce of Securities
held by the Bank of England was hanrded to MNessrs.Panmure,

Gordon & Company.
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The f'ollowing Table gives the nominal value of
Securities received and the amount realised by their sale,

together with other particulars.

No.of Nominal No. of' Amount
From To Parcels Amownt Contracts

Mar. '16 (28 Mar. 17| 15,027  £7.039,664

17 28 " '18 7,236 2,386. 854
18 28 " 19 4,962 1,456,694
1928 " 20 13,216 , 400, : . : :
'20 '31 May '20 1.220 310,153

Totals 41,661 £15,594.,162 40,880 £
Brokers' Commission:- In additior: to the sum of £48, 798

the Brokers earned a further amount
of about £5,000 for commission on
Mobilised Securities sold to the
Treasury.
Dividends, Coupons, &c.:- Couvrons cashed and Dividends
collected by the Securities Office
amounted approximately to £50, 950.
The Bank of England made no charge for their
services, although apart from any question of rent, cost
of gtationery, etc., some £1,500 a year was absorbed in
the salaries of the starf engaged on the work: and as
mentioned above the whole of the Comnissior was taken by

the Brokers.
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Securities were passed through an account dss

"Bank of France, Special Account”.
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NATIONAL BEANK OF BELGIUK.

It may be of interest to note that on the 8th
of August 1914 the Bank of England telegraphed to the
National Bank of Belgium to enquire whether they could
furnish ourrency for the British Army, against a credit
to be opened here in their favour.
cancelled two days later by the Treasury, who then found
thoet the War Office, with less optimism, had made their
arrargements with the French Gcvernment.
later, the Germans demanded the same service from the
National Bank of Eelgium, but the latter's protest on
this occasion seems to have been, at least technically.

successful.
Deposit of Boxes é&c.

On the 8th August also the National Bank of
Belgium wrote to the Bank of England to ask whether they
would receive for custody an amount in sovereigns, various
boxes, etc Between the 2*0th August and the end of the
year, but mostly in the first 10 days of September, no
less than some 4,000 boxes, bags and baskets were so lodged
The deposit oonsisted of the metallic reserve of the Head
Offioe in Brussels and of certain Branches, in the form of
gold and silver (coin and bars) all of which had been
transferred to the Antwerp Branch on Zrd August; of
Belgian Bank Notes ready for issue, of Securities of the

State, of the Caisse d'Epargne et de Retraite, and of other
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parties, of plates and other apparatus for printing Notes,
etc. *

On the 10th October, the date of the fall of
Antwerp, the National Bank of Belgium, writing from Ostend,
asked that their delegates might withdraw 10, 000,000 gold
francs and a similar amount of Bank Notes required for the
needs of the Belgian Government.
tions oould be carried out they were countermanded. About
the 17th October it was decided that a temporary Office of
the Bank should be opened at Havre, and on the 19th
10.000.000 franos in Notes were permitted to be taken out
of depogit here and were shipped thither.”

In mid-October the German Authorities in Belgium
threatened to close the Bank altogether unless the latter
succeeded in obtaining the redelivery of the valuables in
the Bank of England. Fearing that a refusal would only
mean the establishment of a German Bank in Belgium. the
Nationel Bank consented to send representatives to London;
these arrived at the end of October but, after reference
to the Belgian Government, their application was refused
by the Bank of England. This failure to finance Germany

produced varioug unpleasant results to the National Bank

*The Tres.surer of the Citv of Antwerv also deposited 7
bagskete here on the Fth September 1914. These were with-
drawn in January 1919.

*The Belgian Government was in Brussels until the 17th
August 1914. Representatives of the National Bank of
Selgium were at Antwerp by the 2Fth August and until the
10th September. On the 11th September and thenceforward
till the end of the War the Administrators of the Bank
were at the Belgian Legation, London.
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NATIONAL of Belgium which may be studied in their Report to the

%é.‘l\jglgi King of Belgium of the years 1014-1918, a copy of which
was sent to the Bank of England after the War.

In the middle of Jsnuazy 1915 the Bank of
England were instructed not to recognise any delivery
orders unless signed by the Director at Havre.
veto was followed on the 25th by one in the nanmne of the
Conseil de 1l'Administration of the National Bank of
Belgium, is8sued with the obJect of establishing similar
restraint in favour of themselves The last named
letter was assumed to have been written under instruc
tions from the German Authorities and was ignored n
March, however, an authority similarly signed and cover
ing certain deposits was confirmed by the signature of
the Director at Havre. In these circumstances the Bank
referred the matter to the Treasury, and as a result
wrote that they were debarred from complying with the
request by the provisions of the “Trading with the Enemy
Act, 1914~
1,000, 000 one franc pieces were shipped from

here to the Congo in January 1%15 for the Bandque du Congo
Belge, and further access was had to the deposits on
several occasions during the War for the purpose of with-
drawing a part of the contents. On one occasion silver
bars were removed and subsequently returned in the form

of coin®"; on the l4th Pebruaxry 1916 13%,623% Bills ¢of

Bxchange were teken out to be presented for payment when

*Arranged by S .Montagu & Co.
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NATIONAL the Belgiuwm Moratorium should expire on 1lst March; and
BANK OF
was released to that Bank in October 1916, on their
giving an undertaking not to part with it without the
authority of Sir A. Thring, the Parliamentary Counsel.

As the Bank of England took no official cogni-
sance of the contents of the boxes, the various specific
withdrewals caused them a little embarrassment.

The remaining deposits., with the exception of
£680,000 in gold received in August and September 1914
from the London County & Westminster Bank and Barings,
were removed in February and March 1919,

%, 517 and weighed 150 tons.

The gold referred to was taken over by the Bank

of England in September 1919 in exchange for a similar

amount held by the Netherlands Bank, Awmsterdam. (Vide

Federal Reserve Bank of New York supra.)
Drawing Account.

The account was opened on the 25th August 1914
and the Bank of England consented to discount "without
recourse"’ the pre-Moratoriua Bills which M. Carlier*
brought over from Antwerp. These agg@regated £261, 397:19:
Effeots totalling over £2,570.000 were also lodged for
collection, and when the Germans reached the Head Office
in Brussels on the 2lst August they fourid neither Cash
Reserves nor other effects of value:

The account was debited daily with the amount

*Monsieur F .Carlier was a Director of the National Bank.
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of' Notes cashed for refugees (see below) and the routine
correspondence arising out of this and the collection of
drafts during the War was considerable

All operations on the General Account were
carried out through the Havre Branch exclusively until
December 1918, when the National Bank returned to Brussels

The Havre Branch was closed on the 1l3th March
1919. In this month the National Bank wrote a letter
to the Govermor warmly exXpressing their gratitude for the
services rendered them by the Bank of England and en-
closing 1,000 guineas for distribution among the Staff.
This gift was handed to the Bank Provident Society

In addition to the General Account certain
subsidiary accounts were opened, of which the most in
portant were the "A.G.Account” {January 1919). the
"Gouvernement Belge" (September 1920) and the "Belgian
Government Reparations" (August 1921) Accounts. The
first named was understood to dispose of funds belong-
ing to the Belgian Government derived from the British
Treasury .

A further account in the name of the "Belgian
Government Reconstruction Account A" was opened on the
8th January 1919 and this wes mainly operated upon by
the National Bank. It was closed on the 1lst September
1921.

The figures of the accounts follow; it will
be noticed that by 1921 the business transacted through
the Bank of #ngland had been reduced to very small

proportions,
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General Account.
No. of Average
Debitg Balance
1, 705 £1,301, 715 £280,000
875 £1,272,220 £284.,087
1,348 £206 524 £10,
1,971 £193%,341
2,105 £112.390
126 £50, 927 £7.160
£10, 200
6 £8,282

A.G.Account. *

(Opened 7th January

487 £62, 727
87 £2, 747 £76
1 £849 £849

Belgian Government Account.

(Opened 12th September 1920)

283 £50, 594 £3,209

269 £10,437 £4
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BANKING AND CENTRA
selgzian Government Reparatic eccou
No. of Average
Debite Balance Balance
1921 19 £23,459 £900
Belgian Government — Reconstruction 'A'
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NATIONAL BANK OF BELGIUM.

Encaghment of Notes®

(Vide C.C.0.Correspondence files 213 & 493%/18)

The National Bank of Belgium desired both to
help refugees from Belgium and to prevent the occurrence
of a depreciation in the Bank's Notes, which would occur
if speculators were allowed to take advantage of' the
refugees' distress. They accordingly made arrangements,
not only in England but also in Holland, France and
Switzerland, to cash their Notes for bona fide refugees
at a favourable rate. In England this rate was at T
fixed at 25°40 and remained unchanged uritil the 27th
April 1915. Office acccmmcdation and the assistance of
a few Clerks was provided free* by the Bank of England
and on the 3rd Sevtember 1914 the work of payunent began
in the Issue Office, but was almost at once transferred
to the Rotunda. (Dividend Pey Offioe

The Staff of the National Bank employed on the
worK consisted originally of one Clerk only. Others were
supplied af'ter a day or two by the Belgian Consulate and,
after a few weeks, by the National BankK. The number of
Clerks lent by the Bank of England varied from about two
to seven; the Staff of' the National Bank reached a
maximua of five.

The oonduct of the business in French or Flemish,
the calculation of the sums payable in sterling, the ex-

amination and markine of passports or identity cards., and

*Stetionery supvlied was charged to the National Bank of
Be1gium.

3
See also Branohes Section, Chapter IX.
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¥ATIONAL; the necessity which soon arose of restricting each
mﬁ%l%&. applicant to the encashment of a limited amount of Notes
_ per fortnight, made payment a lengthy process and the
Staff for a time was Quite inadequate to cope with the
growing numbers of refugees. After the first two days,
payment was made as far as posgible in gold, and Notes
were not again used until late in 1915.

The crowd of Belgian refugees was greatest be-
tween Monday, the 12th October, and Saturday, the 24th
October 1914. Thus, on Monday, the 19th October, no
less than 1,023 persons were paid over the counter.
Including dependants, it is probable that 5.000 Belgiamns
passed through the Bank on. that day.
the crowd sometimes stretched from the Rotunda down the
central passages to the Prinoes Street entrance and
round past the Guard Room into the Garden. Chairs were
provided by the Bank of England in the corridors and
trays of refreshments were carried round the waiting
Queue . On some evenings applicants in the Bank at 4
o'clock, the then closing time, were not paid and out
of the building until 7 or 8 o'clock.

Previous to the establishment of the Comite’
Centrale d’Echange (referred to below), refugees were
permitted to encash small amounts of Belgian Notes with
the South Eastern & Chatham Raillway. These Notes were
periodically presented by the Company and paid here at

the rate current at the time for the exchange of reflugees'
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Notes.

When the refugees had settled down all over
the Country, the encashment of their Notes by post and
by the making of remittances to other Bankers was also
undertaken. At first Bank Notes, Currency Notes and
Postal Orders had to be sent by registered post:
it was possible in most cases to trensmit the proceeds
by chedue. The cancelled Belgian Notes and the
Belgian Silver Coin which had been exchanged were sent
from time to time to the Havre Branoh.

The National Bank also undertook to receive
cash in London and to issue circular credits payable in
the uninvaded parts of Belgiuu (especially Ypres and
Poperinghe). Both this work and the encashment of
Notes continued throough the War.

The payment of Belgian Bank Notes gave rise
to many difficulties. Almost at once 1t beoame neces-
sary to introduce the Regulation that no more than
Fes, 1,000 should be cashed by any one person in a fort-
night. Considerable trouble, however, was experienced
in ensuring the observance of this rule since, although
a.pplicants were required to produce identity cards and
af'terwards passports, which were marked with each pay-
ment, it became evident after a few months that it was
Possible to gbtain further passports in Belgium without
surrendering the old ones. A fresh series of identity

cards was next issued, but duplioates of these also were
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¥ATIONAL forthcoming, until responsibility was vested exclusively
BANK OF
BELGIUM. in the Comite Centrale.

The privilege of cashing Notes had been origin-
ally intended solely for genuine refugees, and this gave
rise to complaints on the part of kEnglish subjects and
other bona fide holders. Suitable concessions however
were made from time to time to these applicants.

About December 1914 suspicion began to be sroused
that some Belgians were acting on behalf of Germans and
were taking the gold with which they were paid out of the
Country. There was at this time no restriction on the
removal of gold from England by alien Allies: alien
Ynemies, however, on whom, earlier. considerable qQuantities
of gold had been found, were restricted to £1 apiece.
Several London and foreien Banks and also many %nglish
Brokers and Moneychangers were alleged to be dealing in
the Notes.

In these circumstances, the Treasury issued s
warning, on the hth February 1915, that the considerable
quantities of Belgian Notes which were being offered for
sale in London probably come from Enemy souroes and that
their purchase either at face value c¢r at a discount should
be avoided.

As before stated, the amount of Notes cashable
for each refugee was at first Fes.1,000 per fortnight. Ey
the end of March 1915 this had been reduced to Fecs.300.

March the Bank noticed that certain refugees, after cashing
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their maximun here, proceeded to the West Bnd Off'ice of
the Socieéte Generale, who accepted further Notes at a
less favourable rate of exchange. When the attention
of the Societe Generale was called to the Treasury
announcement, they stated that they had not regarded it
as prohibitive, and they alleged that other dealers had
taken the same view. The practice of the Sociéte
Générale was however discontinued by them at the express
request of the Treasury.

In April a Belgian Company informed the Bank
of England that they had large sterling balances in
London which they desired to exchange for florin credits
in Holland, using the latter to purchase Belzian Notes
at a depreciated value and retaining the Notes unt:l they
could be remitted to Belgium at a profit.
that such transactions were not permissible, since the
immediate result would be an advantage to cccupants of
Enemy Territory, to whose efforts to exchange Belgian
Notes in Holland f'or Dutch currency was attributable that
very state of the exchange to which alone was due the
possibility of future profit.

The National Bank had been fcrbidden by Germany
to issue or re-issue Notes after the 22nd December 1914,
and exolusive power of Note issue was conferred on the

Societé Generale de Belgique. *

*The National Bank's privilege was withdrawn ostensibily on
account of' certain advances which had been made to the Govern-
ment on the outbreak of War in contravention of its statutes.

*Soo1été Générale pour favoriser le Développement du Commerce
et de 1'Industrie en France.
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NATIONAL The National Bank's arrangements for paying

2ANK COF

BELRIUM their Notes in England, France, Holland and Switzerland
at a high rate of exchange undoubtedly made it profitable
for Germany to send the Notes abroad for realisation
The greetest amount of Notes cashed on any one day was
some Fcs.900,000 and the daily average was about
Fcs .2120, 000. It was contended that these figures were
not excessive for Belgians who had to subsist on their
own resouxces The total number of refugees from
Belgium was said to be 200,000 and it was estimated
that perhaps 170,000 of these were at first living on
cherity or had to obtain work But there was little
doubt that the facilities were in fact abused and that
dealings took place for Enemy benefit Apr
the Governor felt that further steps should be taken to
put "every possible obstacle in the wey of the speculsa
"tors, seeing that their operations without doubt con
"stitute one of the chennels through which the Germans
“‘are enabled to add to some extent to their stock of
"gold . So long as Belgian Notes are cashed here, it is
‘“well-nigh impossible to prevent speculation without at
“the seme time giving cause for grievance to persons
"whose transactions, though quite bona f'ide, may for some
“reason or other fall under suspicion." (L.21/4/15 frcm
Lord Cunlif'fe to Mr.Brand of the Cornhill Committee

Over £1,500,000 had now been paid away and

the Governor suggested that Notes should no longer be

caghed at anything but the current rate of exchange.
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YATIONAL The alteration was made on the 27th April, from which date
BANK OF
BELGIUM

the higher rate of the cheque Quotation on Paris, trans-
mitted day by day through the Havre Office. became the
exchange rate at which Notes were paid.

Conferences also took place at this time between
the Governor, Sir John Bradbury, the Attorney General, the
Parliamentary Counsel and M. Carlier of the National Bank
of Belgium, to consider whether the further import of
Notes should not be closely regulated or even prohibited
altogether. As a result, a Proclamation was issued, on
the $th May, forbidding the entry into the United Kingdom
of any Belgian Bank Notes

These two changes were not brought about without
protest by the Director at Havre, who considered that they
would reflect discredit on the National Bank; but the Bank
of England did their best to persuade him that his opinion
was not well grounded.

The Proclamation though formally imposing an
absolute prohibition was not intended to deprive refugees
of all their Notes, but to enable such imports to be
treated as exoceptional and thus to limit them in amount.
By the 9th June it had been arranged that individuals
might bring in Notes for 250 francs, and families 500
francs. Any excess was to be returned to Holland or
Prance, or handed over to a new Committee entitled the
Comité Centrale d'Echange (4, Bishopsgate, E.C.) for the

¢redit of any person to whom there had been issued by
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them a card of identification. The Committee were to
see that the Notes were used solely f'or personal expenses
in this Country. Belgian Notes remitted by post were

to be sent in insured letters, with the insured value
endorsed on the cover. All other Notes were liable to
conf'iscation or detention until the end of' the War.

A period of' some inconvenience both to the Bank
and to the refugees ensued, as the Committee did not begin
to discharge its functions until July, ard. in the mean-
time, Notes confiscated by the Customs accwaulated at the
Bank of England. (Such Notes were returnable to Prance
or Holland on surrender of the receipt given by the Customs
Authorities)

The Committee consisted of' M. Hector Carlier*and
f'ive or six other Belgians, and its chief duties were to
1ssue identity cards to Belgian Subjects and decide upon
the amount that might be drawn by them. maX imum
mitted was Fcs.”00 each f'ortnight. Subjects of Great
Britain and her otiier Allies were dealt with by the Bank
of' kEngland.

On the 1st January 1917 the Committee issued an
Order compelling holders to deposit Belgian Notes if they
wished to retain the opportunity of being able to exchange
them later. This procedure had the ef'fect of' fixing the
amount of the outstanding total of Notes which were
exchangeable.

The total of Belgian Notes cashed amounted to

*A brother of Monsieur F.Caxlier.
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BELRIUM. (which represents an average exchange rate of 285-94),

In January and February 1919 the refugees began
to return to their own Country and the reverse process
of changing their savings in English money into Notes of
their own currency was begun, this course being rendered
possible by a relaxation after the Armistice of the Regu-
lations which governed Belgian Bank Notes: and on the
15th March 1919 the National Bank ceased their operations

within the Bank of England.

Bank offered to relieve the Bank of England of the trouble
of' settling with their ovmers (about 20 in number). The
Notes were accordingly sent to Brussels: and thus termin-
ated an arrsngement aspects of which were likely to make

it long remembered in the Bank
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NETHERLANYDS BANK. =

This Account was opened under an Order of Court
dated the 12th November 1914; but alﬁhough all conditions
for operating upon it were then duly laid down, no trans-
aotions had taken place by the end of August 1921 go far
as the current account was concermed.

On the 7th October 1914, however, the Netherlands

8 d
Bank purchased at 78/1 per ounce bar gold amount , at
this price, to £201,391:15: -. This gold was lert

custody of the Bank of England, who made a quarterly
charge at the rate of %B per cent. per annum, the rate
being increased to 8 per cent. as from the 9th August 191K.
In March 1918 a request was received from the
Netherlands Bank which was interpreted as a desire that
further gold should be earmarked for them.
plied intimating their regret that "by general agreement”
it had been found "necessary to discontinue” this practice
It appeared, however, that it was a fresh deposit that
was contemplated, and on the 6th May a number of boxes
were lodged by Messrs.Blydenstein & Co., which were se.id
to contain gold bars valued at £487,854 (@ 7?/3 per oz.std.
Upon this sum accordinely commission wag also claimed sand
paid.
In June 1919 the Netherlands Bank made the
proposal that this last-named gold deposit should be util-
ized to teke up English Bankers' acceptances; but they

stipulated that the investment should at any time be ngain

*See also Chapter on Gold and Silver: Gold shipments to
Holland.
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convertible into gold. They also suggested that both
Institutions should keep a deposit of gold free of charge
whereby the settlement of indebtedness between Great
Britain and Holland might be effected and the expenses
of shipping specie avoided. Both of these proposals
the Bank declined

The whole of the gold held here for the
Netherlands Bank was exchanged on the 20th October 1919
ageinst gold held by them in Amsterdam at that date for
the Federal Resertre Bank of New York.

Although the Drawing Account here was not
operated upon funds amounting to £1,12%,000 were received
from the Netherlands Bank in August 1918 for the credit
of a joint account then opened in the name of Sir W.G.
Armstrong Whitworth & Co., Ltd., and Colonel J.C.C.Tonnet.
Colonel Tonnet was a Rebpresentative of the Munitions
Bureau and the Dutch Government, and the account consisted
of moneys due in respect of a munition contract made be-
tween the Dutch Government and the armaments firm in
question. The Netherlands Bank was advised of all trans-
actions on this account.

In the first instance it was provided theat the
account should only be debited upon presentation of Bilis
of Lading or other certified documents, which were tc be
sent on to the Netherlands Bank, and the latter's gold
deposit with the Bank of England was to be regarded as

security in case of a payment nmade in anticipation of the
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R~ receipt of funds.
almost at once.
The correspondence connected with this account
a8 carried on througn tne War Office until liarch 1919
and the balance of the account was enployed in Treasury

Bills as from September of that year.

I'e
Treasury Bills.

end of August 1921.

and destroying paid Bank Notes.
changin; systen
lars were furnisiaed by the Bank and appear to have been of
agsigtance .
The President of the Netherlands Bank througrhout
the period covered was Dr .Vissering, to whom reference aas

been rade elsewhere .
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NATIONAL BANK OF ROUMANIA.

Fold set aside.

Betwesn the 3rd April and 25th November 1915
£1,250,000 was received through Messrs.Baring Bros. &
Co. Tstd., and at the request of the Roumanian Minister
in L.ondon was “set aside" in the form of sovereigns for
the National Bank of Roumania, by whom thie gold was in-
cluded a8 a part of their metallic reserve. The National
Bank agreed to pay the usual custody charge of g% the
fee being at first received through the London County &
Westminster Bank, but subsequently. from July 1916, be
debited to the Grain Purchases Account which w the only
Drawing Account opened. {One letier, dated 27th March
1918, authorising a deblt of this description did not
reach the Bank until January 1919)

The amount of gold held was unchanged on the

31st August 1921,
Houmanian Notes.

In 1917 the Bank of England lent their assistance
in forwarding to the National Bank at Jassy a number of
cases of the latter's Bank Notes, which were transmitted
here by the Bank of France and which, painted with the
Roumanian netional colours and accompanied by a Roumanian
Representative, were shipped to their destination via
Archangel. The last of these consignments was safely

received in Roumenis on the 22nd November 1917,
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At the beginning of' 1916 the Governnment made
an arrangement for the purchase of Rounanian grain,
agreeing to provide £10,000.000 in London in the first
six months of' the year, against an equivalent amount of
lei to be provided in Bucharest, the rate of exchange
for the oonversion of the gold referred to below and of
such sums as the National Bank of Roumania should draw
to be 26°22 until such time as Peace should be declared,
when 25’22 was to be the rate for conversion of the
balance then remaining. Of the £10.000.000 in question
332% wes to be set aside in gold for the National Bank of
Roumania, the remaining 67% being placed to that Bank's
credit on current account:; the whole sum to be paid in
five equal instalments within the period named and through
the Bank of England.

In order that the credit should not be used for
the advantage of the Enemy, the Agreement, (which was dated
2nd Pebruery 1916) stipulated that the Bank of England
should honour "in conformity with its rules" the drafts
drawn by the National Bank of Roumania; this phrase wes
inserted by the National Bank as affording to the Bank of
England, in a manner which would not arouse criticism in
Bucharest, means of' preventing funds going, at least
direetly, to enemy destinations: the National Bank were
unable to give a gpecific guarantee as to the use of the

money other than an oral undertaking of their Acting

Governor. To meet the difficulty the Bank proposed that
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ATIONAL all instructions for payment given by the National Bank
33K OF
ROUMANIA. should be communicated through the Foreign Office by
H,B.M.Minister at Bucharest (Sir George Barclay).
stipulation was not wart of the Agreement itself and the
Natlional Bank of Roumania did not accede to it without a
preliminary protest against its obligatory application
on all occasions
Payments out of the account were made on Trea-
sury authority qualified by a proviso that the transferees
should guarantee that the payment would not accrue to the
benefit of the Enemy. Dif'ficulty arose on severel o
gsions owing to the London County & “estminster Bank being
unabie to give such an undertaking: instead of this, the
guarantee of the Roumanian Minister was accepted by the
Treasury for two or three transfers .
Since the British Governmenp had practically
made themselves responsible for it. the Grain Purchases
Account was opened, on the Z21st February 1916, as a Public
Account. The first instalment of £2,000.000 was there-
upon received and the account was debited £660.000 for
gold set aside (and held on a "No.2 Account"). The Gold
consisted of sovereigns; the Agreement speaking of
"souvers.ins ou effectifs”.
Four instalments of £2,000,000 were received,
the last being on 21st June; after which, on 4th July
(but to be regarded as taking place on the 21st June) a

return of £1,000, 000 was made to the British Government.
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The balance of the credit of £10.,000, 000, viz., £%, 000, 00C
was never paid. Gold, however, to the extent of %%% of
£8,000. 000 was set asgide, viz., £2,640,000, and this was
still held on 31st August 1921. In October 1916
£520.934:10: 7, being the equivalent {(exchange rate un-
known} of the balance of lei at this Country's disposal
in Bucharest, was paid to the Treasury from the current
account here.

On the 27th November 1916 the National Bank of
Roumanis. transferred its Head Of'fice to Jassy,; 3Bucharest
#as captured by the German army early in Decenmber.
Considerable amounts of the wheat which the British
Government had bought fell into the hands of the Enenmy
on the rsilway north-west of the lapital.

A Clause in the Agreement provided that
interest at 5% on the balance of the current account
should be allowed “"jusqu'au jour de la conclusion de‘la
paix generale". The charge was to be met by the British
Government. Accordingly the account was credited for
the years ended F1lst March 1917 and 1918 £144,771: 7: 6
and £118,731:10:10 respectively; but although the
interest was computed for subsequent years the Treasury
made no further payments, on the ground that the Agree-
ment was terminated by the Treaty of Peace with Germany,

which was gigned in March 1918%* This view of the matter

*Preliminary Treaty . The Treaty of Bucharest between
Roumania and the Central Powers was concluded on the 7th
May 1918.
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VATIONAL Wwag disnuted by the National Baxk of Roumania, and no

BANK OF
R0UMANIA solution had been found by 31st August 1921.*

*In March 1922, on further representations being made, the
Treasury authorised payment of interest, less certain de
ductions, up to and inclusive of 10th January 1920, the
date of the coming into florce of the Versailles Treaty and
this settlement was accented. The additional interest
amounted to £225,109:15: - or, after certain deductions,
£165 ,292:18: 2,
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BANK OF SPAIN.

Upon the outbreak of War the account of the
Bank of Spain {(opened 20th January 1913) became active,
and up to the end of 1914 considerable payments were made
against telegraphic advices, principally to the Banco
Espanol del Rio de la Plata.

In October a proposal was made to the Bank of
Spain through the Bank of England whereby the former were
to make Peseta payments in Spain for H.}. Treasury to the
extent, for the first month, of some £100.000 at the ex-
change of 25°50, against bar gold to be set aside here at
the Bank's selling price of 72/2. But this proposal
proved abortive.

The Bank of Fngland. however, consented to sell
bar gold to the Bank of Spain, and between the end of
October 1914 and June 1916 1,003.557, 329 ounces standard
(@ 72/? = £3,918,055: 1: 8) were so disposed of, eales
being usunlly about £200,000 monthly; the greater part
was gradually shipped to the Bank of Spain's Branches,
first to Vigo, then to Corufia. in consignments of
£100, 000 or £200,000.* In addition to this, the Bank
sold (1914/15) to the London Joint Stock Bank Ltd., for

the Bank of Spain, a further 154.430'655 ounces standard
d

s d
(@ 78/1 = £602, 923: -: 3).

*Up to June 1916 the Royal Msail Steam Packet Company were
exclusively employed: afterwards the Nelson L:ines shared

the shipments. Insurance rates varied from 10/-% in
Januery 1915 to 23/6 (with practically no di sgount) in Nay
1916, In the same period freight rose fron 15 to i}x.
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The Bank of Spain took advantage of the fact
that their country was becoming a creditor nation to
increase its stock of gold, and in addition to the bar
gold, no less than 11,122,000 sovereigns were taken
from the Bank of England for export to the Peninsula in
the years 1915 and 1916. The figures given at the end
of this section show that between the R"th August 1914
and the 10th March 1917 the legal reserve of gold re-
quired against the Bank of Spain's Notes was, on a mini-
mum cowputation. 22°8%. At the end of 1914, 1915 and
1916 the actual gold holdings were 36-5, 46°1 and 56" 3%
of the circutetion respectivelyf

A part of the gold increase was drawn from the
United States of Americe as well as from Great Britain,
though the strain indirectly fell on the Bank of England. *

In August and October 1915 the Bank expressed
their regret at being unable to supply any more bar gold
for the time being. The reply of the Bank of Spain

referred to the increase in their Note circulation through

¥ *In view of Spain's abnormally large exports of manu-

factured goods, her reduced import of coal, etc., and the
large sums earned in freight by her shipping, the balance
of' trade would appear to be largely in her favour and fail-
ing additional imports or investments abroad must presumably
be adjusted by imports of gold." Foreign Off'ice L. 10/8/16,

The Bank of England agreed in this view but tried to re-
strain such imports, since shipments came either from London
or from the United States of America the latter having to be
reptaced by further shipment from the United Kingdom to the
United States of Americs. {(Gov. L. 14/8/16)

The efforts at control by the Bank and Forei&n Office
were not however very successful. (VVide L. 6/3/17 in C.cC.o0.
correspondence folder 490)

*The large exports of gold to Spain caused remaTk in the
House of Commons, and it was alleged in 1915 that gold drawn
from Spa.in (and indirectly from Portugal) was finding its
way to Germeny . (vide C.C.P.137.)
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for them to acquire gold. They asked that in default of
bars sovereigns might be shipped and they assured the Bank
that the metal would not leave their strong rooms since

it was required only as a reserve.

their desire to retain in ®¥ngland some &£300,000 of gold
which then remained unshipped. {Gold held in London,
Paris or 3erlin was permitted to form part of their Gold
Reserve)

By the end of March 1916, however, the Bank of
Englend felt themselves obliged to offer more bar gold in
view of the fact that large withdrawsals of sovereigns by
French Benle for exvort to Spain continued constantly to B
take place, over £2,000.000 having been thus withdravm in
the firgt quarter of the year.
cease until July. The offer of bars wasg accepted and the
Bank of Spain expressed & hope that they would be able to
do without the sovereigns, but pleaded the urgency of
their Note issue once more.

At the end of June, however, the Bank of England
delayed a shipment on the ground that they were unable to
effect insurance, and on the 8th August wrote to say that
they found themselves "quite unable to comply with your
"request that a further amount of bax gold may be sold to
"you and retained here on your behalf, since, in view of
"the difficulties which are being experienced on all sides

"in arranging the insurance incident upon consigning sych
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“purchases to the owners, the Benk are receiving numerous
"requests to store gold, to which it is impossible for
“them to accede.” The Bank still held £706,523: 5:11
gold awaliting shipment .

This balance of gold remsined unaltered until
May 1919, between when snd August it was shipped to Vigo
and Bilbs.o, the total number of consignments during the
War beling 22.

At the end of July 1919 the Bank of Spain, hear
ing that the export of gold from this country was “perhaps
to be allowed", asked for a further release of bars The
Bank replied that they were not offering any of their own
gold but that a regular supply would be available in the
market from mid-September. 1t was decided later that the
Bank should not undertaise the office of Agents f'or the
purchase of such gold on behalf of the Bank of Spain

A further unsuccessful application f'or gold was
made by the Bank of Spain in January 1920. The figures
of' the Drawing Account for the period are appended, from
which it will be seen that the account wag practioally

dormant from 1316.

Average Minimum

Debits Balance Balance

1914 57 £668, 96t £10,000
1915 53 £513, 610 £391
1916 35 £199, 689 £63, 300
1917 1 £37,228 £33,061
1918 - £33,0601 £33,061
1919 9 £51,976 £29,417
1 £51, 3186 £29, 417
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BANK OF
SPAIN, ACTUAL METAL RESERVE
Proportic
| Gold Silver Total Gold 2ilver

31 Deec. i. Pesetas : Pesetas - _I::-:c tas - .

1913 674,127,189 716.291.022‘ 1.390, 418, 901

1914 720,331,495 | 708,856,910 | 1,429, 188,40

1915 970,421,062 752,905,046| 1,723,326, 108

|

1916 1,341,065,909 | 741,041,508 | 2,082,107,417

1917 2,055,901,970 | 709,206,293 | 2.764,108,263

1918 2,228,344.423 | 641,394,611 | 2.869,739,034 T

1919 | 2,506,312.819 629.887.809 | 3,136,200.

1920 2,539,676.273 | 573,567,210

1920 + 1,865.549,084 |- 142,723,872 -
compared
with 1913| or + 276" 7% or - 19- 9% #

NOTES IN CIRCULATION
[ | [ Proportion of
Proportion of Proportion of
Notes Gold held Silver held

31 Dec. ; Pesetas . '

1913 1,931, 283, 500 | 34+ 9% ‘ 37-0%

1914 1,973,639.925 36'5% ‘ 35 6%

1915 2,100, 173,900 | 46- 1% ‘ 35' 8%

1916 2,360, 083, 500 56 3% 31°4 88%
1917 2,798,641,700 73 4% ‘ 25 3%

1918 3,3324,288,425 | 66°8% 19° 2

1919 3,866,919, 750 64°9% 16° 37 81
1920 | 4.326,249,350 58- 6% 13 2%

N.B. Pigures taken from Anuario ¥inanciero y de Sociedades

Anoriiimas de Espana, Madrid 1921.
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BANK OF
SPAIN LEGAL REQUIREMENTS AS TO METALLIC COVER*
! ' Maximum | ek '
Date of ciroculstion by a
legal [(in millions | To be total Metallic| of which
slteration | of pesetas) | covered as to Reserve of
| 2 . {
13 May 1902 2,000 1,200 400 |

I ~ 1,200 - 1,500 | | |
1,500 - 2,000 350 ;
I‘ .' ‘
| 5 Aug.l9l4| 2,500 2,000 - 2,500 500
10 Moh.l9l?: 3, 000 | 2,500 - 3,000 500
6 AU8.1918i 3,500 i 3,000 - 3,500
Jan.1919 4,000 | 3,500 - 4,000
27 Dec.1919| 4,500 ‘ 4,000 -~ 4,500
| | | 3,430
7 0ct.1920, 5,000 w to 2,000 | 1T 5
| 2,000 - 5,000 2,100
f | 3,030
|
LEGAL REQUIREMENTS EXFRESSED AS FROFORTTONS
o N __OF MAXIMUM CIROULATION
Metallic of which r of which
. Remerve Gold . Silver
5 Aug.1914 572 228 (minimum) I 34°4 (maximum
10 Mch.1917 64 3 356 L 266 “
%7 Dec.1919 762 57°1 . 29°1 ”
7 Oet .1920 60°6 47°4 13°2
- — .

and

Tavle compiled from an axticle “Ls Duracion y el Frivilegio del Banco de

gipm" by S .Labords jn "Nuestro Tiempo" August 1320 and the "Anusrio
Ienciera y de Sooiedades Anonimas de Espana'" 1921.
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THE BAMK OF ENGLAND, 1814—1921

BANK OF PORTUGCAL.

The Bank of England were first approached by
the Bank of Portugal on the 3rd March 1916 on the subject
of a diff'iculty likely to arise 1n connection with the
latter's Bank Note igsue. The printing of‘theirNotes
was done by an English firm, but the paper was menufac-
tured by a French company. The Bank of Portugal wer:
afraid that they might not succeed in gettins a licence
for their paper to be imported into England and they
enQuired whether, in the event of its being found neces-
sary to manufacture the paper in England, the Bank of
England would be prepared to assume control of the manu-
facture and under what conditions.

The Bank replied that, while at all times happy
to render any assistance in their power, pressure of work
made it impos:ible at that time to undertake such a
service. No more was heard of this matter.

On the 23rd September 1916 the Bank of Portugal
asked if they might open an account here; the balance
would be considered as forming part of their Gold Reserves

The account was sanctioned by the Court on the
Sth October and was opened on the 23rd November with a

credit of £100, 000.

The figures for the account are as follows:-

No. of Average Minimum
Debits Balance Balanoe
1917 = £168, 750 £100.000
21018 = £250. 000 £250.000

This balance remained unchanged at the end of August 1921
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THE BANK OF ENGLANO. 13t4-152I.

This account was opened in 1899 in conrection
with a Greek T.oan, but carried little or no balance and
was almost dorment until August 1914

Wax
a medium for making payments to the United , chiefly.
it was believed, for grain purchases.
in wiew the National Bank of Greece asked the Bank in
August 1914 to open a credit for the National Bank of
Commerce, New York, but the proposal was refused on the
ground that it was contrary to the Bank's prectice to give
their acceptance.

In January 1916 the Vice Sovernor of the Nationsal
Bank of Greece was in I,ondon and an agrecment was made in
the following March whereby the Bank of England undertook
to allow interest, at the London Clearing 3ankers' Rate,
on the balance of the account in excess of £25,000 provided
the total ba.lance "did not very greatly exceed £1, 000, 000".
This deposit of £21,000,000 was widerstood to be a basis
age.inst which an issue of Notes could be made.

In January the National Bank of' Greece also pro-
posed that their account should be credited upon the receipt
here of the single halves of Bank Notes. They stated thet
at this time they held about £100,000 of' such Notes, whick
they had received directly or indirectly from the 3ritish
Expedltionary Force, and that, in default of some such

arrangement, they would be unable

to take the Notes except
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THE BANK OF ENGLAND, 19141221,

at a vexy considerable discount, because of the difficulty
and high cost of insurance. 1
but appears never to have been put into practice.

As mentioned above, the Bank of England had from
time to time transferred sums to New York at the exchange
of the day for the National Bank of Greece, in particular
to the National City Bank, and in March 1916 the Bank
were asked to open a sight account in dollars in the name
of the National Bank of Greece.
might "run up to some g .000.000".
held dollars in New York and desired to open the account
for payments to be effected with their New York Corre
pondents, under instructions sent to the Bank of BEngland.
The proposal however was declined.

In June the National Bank asked if they might
increase their deposit to £2,000.000.
subject to 7 days' notice of withdrawal of the first
£1.000 .000 and 14 days’ notioe as regards the balance.

In December 1916 a naval blockade of Greece was
instituted by the Allies.

Instructions for transferring funds to New York
were suspended as from the 22nd November, when en embargo
was placed upon such remittences at the informal reQuest

of the Foreign Office, who wished "obatacles put In the

way". (The Forelgn O0ffice had begun making enquiries ae
early as April 1916 regarding the alleged transfer of

Greek Government balances from Paris to London) The total
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THE BANK OF ENGLANO, 1915—1921.

NATIONAL amount spent upon the purchase of exchange on New York
PANK OF
BECE. f'rom the beginning of January to the middle of October

in this year reached £2, 750,000, and as the Bank had
large unexecuted orders for further purchases, they
protested, in Uecember, against the informality of this
restraint. Thereaf'ter and for some time to come all
transactions on the account were submitted to the censor-
ship of the Ministry of Blocksde.

Weekly Statements of Account which had been
sent since October 1914 failed to reach their destination
in November 1916 and were soon afterwards discontinued
until 20th June 1917, when the restrictions upon finan-
cial intercourse between Great Rritain and Greece were
modified. The Bank then wrote to say that the account
cotld be operated upon. subject to the condition that
75% of the balance as on the 2nd June must be left un-
touched. The amount involved in this percentage was
sone £804,000, which was temporarily trensferred to a.
Special Account. On the 31st July all restriotions
were withdrawn by the Ministry of Blockade, and the
Special Account was closed; the balance being retrans
ferred to the General Account.

In November 1917 the National Bank of Greece
repeated a request, made more than once before, that a
higher rate of interest might be allowed to them. On
this occasjon the Bank, for the first time, offered an

increase, from a% to 43% if the deposit were fixed for
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THE BANK OF ENGLAND, 1914

1921,

three months. This was met by the counter-suggestion
of 4%% without conditions, a proposal which was refused.
In December 1917 and during the first half of
1918 the Bank were asked to sell exchange on America and
large mmounts of sterling were realised in this manner.
In May the National Bank of Greece claimed that
as from Januws.ry 1918 they should obtain the advantage of
the Special Foreign Money Rate, to which the Bank sgreed,
and a few months later the account was in all respects
put on the Foreign Money basis.
the Special Rate in October 1919, the three months' Trea-
sury B8ill rate, less the Bank of &nglend's coumission for
undertakirg to refund money at call, was substituted.
There do not appear to be any further matters
in connection with the account that call f'or notice here,
with the exception of an interest vihich the National Bank
of Greece developed in the internal administration of the
Bank of England. Their enquiries covered subjects such
8.8 the Bank Note Register; treatment of paid and of
mutilated Notes; correspondence system; allowancesfor
increased cost of living; selection, payment, promotion
and pensions of' the Staff. On several points information
was furnished, but one letter. in September 1916, was of
80 comprehensive a nature as to be left unsnswered.

The figures of the account are appended:-
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BANK OF

GREECE.
1913
1914
1915
1916
1917

1918

1920

TKE BANK OF ENGLAND, 191¢--182i

CHAPTER VIII

No., of
Debits

26
73

31
30

The account then became dormant.

Bank of England Archive (M7/158)

Balance

£109, 956
£66.417
£806,077
£945,107
£793,078
£27,971

Nil



THE BANK OF ENGLAND. 1914—1821,

The Imperiel Bank of India. was formed out of
the three Presidency Banks, the Bank of Bengal, the Bank
of Bombay and the Bank of Madras, and the Act consti-
tuting it received the essent of the Governor CGeneral on
the 19th September 1920.

Two of the Presidency Banks, those of Bengel
and Madras, had accounts et the Bank of England, and these
accounts were still open at the end of' the period covered
by the present history.

In January 1921 the Zovernor saw Mr.Nontagu, the
Secretary of State for India, and took occasion to mention
his hope that the new Bank's London Off'ice (the establish-
ment of which was provided for by the Act.of 1920) would
establish intimate relations with the Bank of Bngleand and
keep them informed of the trend of financial developments
in India. Mr. Montegu communicated these views to Eir
Bernard Hunter, late Secretary of the Bank of Madras, who
was to be in charge of the London Office of the Imperial
Bank, and stated that Sir Bernard HKunter was in entire
sympaethy with the Governor's aims,

On the 4th Februery the Governor wrote a letter
to Mr.kMontegu frcm which the following may be quoted:-

"My particular anxiety is lest the benefits which India
"has every right to expect from the establishment of a

"Central Bank be imperilled sooner' or later by reason of
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_ggERégb "that Bank through its ILoondon Office entering into
i§BEA- "externel Banking and Exchange business. The danger
"of such a course has been well illustrated in the case
"of Australia which should serve as a standing warning.
"We are I think agreed that the new Bank if it is to
‘perform the functions of a bona fide Central Bank and
“to secure for its cwn particular economic sphere (Ihdia)
"the full advantages obtainable from a Central Bank
“system should, whilst keeping in close touch with the
"Central Banks of other Countries, confine its actual
"business activities to its own sphere.”
Thig contention was also put before Sir Bernard
Hunter by the ‘Governor at subsequent interviews
At the end of February the Governor expressed
himself on the subject of the London Office in a letter
to Mr.Clegg in which, after setting forth his objections
to overseas general banking or exchange business being
undertaken by the Imperial Bank, he added:
"At the same time I feel that the establishment of an
"Agency here would be justified provided it confined it
"self strictly on the lines I have stated; and, if such
"an Agency were founded on sound lines, it would be
"reasonable that it should do some of the Government of
"India work now entrusted to the Bank. "

Me.tters had not, however, progreszsed further

by the end of August 1921. though it may be noted that

Sir Bernard Hunter accepted in theoxy the principles
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CENTRAL BANKING AND CENTRAL BANKS

which should govern Central Banlis as enunciated by the
@overnor, but thought they might require "medification
"in some respects in Countries such as India, where
"banking is so undeveloped.”

Mr .Strong's additions to the epitoine, he con

"

gidered "interesting, and I approve generally”.

In conolusion, the following remarks of Mr.
Strong in a letter written to the Governor not long after
his wvisit to India in the Autumn of 1920 may be given

He stated that he "was struck by the absence of a well-
"organized method of dealing with the domestic exchanges,
"oollections, etc. The Imperisl Bank with its system of
“branches and with its expert knowledge of native credits,
"and of the inland bill, should be in a position to deal
"with domestic oollections and exchanges better than any
" others. Suoh a scheme could be made to sSynobhronise
"with ourrenoy and redemption operations and, should
“"think, would vexy much stabilise banking operations

"I was told that large denomination Rupee Notes are
"sometimes sold at a premium-....beoause of their oon
"venience in effecting interior settlements os88ibly
"the Imperial Bank might talsee a leaf out of our book in
"this matter, but the important thing is.....to conduct
"thelr operations in London with you, in harmony with
“your policy, and so as to avoid such a situation a8 has

"developed in Australia.”
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CHAPTER VIII

This Bank did not open an account until March
1915, but since October 1906 it had been in constant re-
lationship with the Bank of ¥ngland owing to the fact
that certain of the securities held against its Note
issue Were deposited here in a special safe under the
dual control of the National Bank and of the Bank of
Englend as representing the Egyptian Government

The Note issue in question was guaranteed by
securities and gold in equal moieties, and soon after
the beginning of the War, upon the expansion of the
circulation (from ££2,200,000 to £&8, 250,000, 3lst
December) the National Bank began to set aside gold at
the Bank of England. The firat deposit of sovere
(£150, 000) was made on the 25th November, after which
further deposits were made in the safe referred to
above until £1,075,000 was so held. when it was found
to be inconvenient to use the safe for the purpose and
the gold was, from Februery 1915, set aside in the
Bank's Vaults.

Freguent deposits and releases occurred, the
net result being & reduction of the total to nothing
at the end of July 1915 and an increase to its maximum
figure of £4,425,000 tovmrds the end of January 1916.

On the 26th July 1916 the sovereigns set aslde
amounted to £3,285,000 and no further change took place

during the period dealt with

Bank of England Archive (M7/158)



THE BANK OF ENGLAND. 14 1921,

NATIONAL In August 1916 the Bank of Tngland informed
BANK OF
ESYPT. the National Bank that they could no longer continue the

practice of setting aside gold uriless by the request of
the British Government. The National Bank were some-
what chagrined by this refusal and the Representative of
the Bgyptian Government Commissioners on the Nationsl
Bank, M. Roussin, called to protest against this decision.
The Governor, however, took up the position that, as the
National Bank Notes had been made unconvertible, there
was no occasion for the maintenance of the gold back y
still legss for a gold reserve which was then actually
10 per cent. greater than required by law before the War.

In these circumstances the Egyptian Government
decided that gold might be replaced to a considerable
extent by British Covernmnent Treasury Bills.

The subjoined table shows briefly the fluctua-

tion of the National Bank's Note issue and the changes in

the nature of the cover held against it.
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CHAPTER VI

ATIONAL 000's omitted and amounts given to nearest £1,000
ST OF
] Gold
| [ Of which
Date Notes £B Total at jecurities™
| of England
. Sterling '
| 31 Dec. 1914 | £E8,2r/0 £B4 , 332 £650 :
" 1915| 11,550 | 7.13 ]
|
|
" 1916| 21,200 |[Gold 5,931
Brit.Tsy. ¥
Bills . 0069
| ! 10. 600
A 1917 30,800 | %old , 8
|
Brit, Tsy.
| Bills 11,541
15, 400
" 1918| 46,000 ‘Gold 3,309 £3, 285
IBrit.Tsy.
‘Bills 19.691
23,000 23,000
S B i e — —— ———

*$gyptian 3overnment or Guaranteed Securities, British Treasury
Bills, National War Bonds, @xXchequer Bonds, etc., etc.

*Journel Of ficiel 30/10/16.
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|

A AT
Lyl

[ Notes &£E

|

l

: £35%tg.

eE‘a,ll in cotton prices end exports exceeded by imports, the latter
excess being partly paid for by contraction of Note issue and
release of Treasury Bills.

31 Dec.1919 | ££67,300%

40, 400®

*Egyptian Government or Guaranteed Securities
National Waxr Bonds, Exchequer Bonds,

THE BANK OF ENGLAND, 10141021,

VAT TR A NS T T -
sl ;}-.-'._.d‘:..u! e SLR S

7

000's omitted end amounts given to nearest £1,000

il Gold

| Of which

[ Total gt Bank

| of England

Sterling | ;
Gold £E3,333 £3,285

| Brit .Tsy

lBills 30,317

I 3,1 >0 < 1
—
If Gold :"), 5

‘ Brit .Tsy.
| Bills

British Treasury
etc., eto.

*Journal Offioiel 30/10/16.

“The yearly increase in the amount of the Bank Notes in the
"hands of the public has been due to the Country's Zrowing wealth
“realised from the export of produce (especially cotton which
'rose in price greatly in 1913
"money spent in Egypt during the War...
Y18 almost entirely guaranteed by British Treasury Bllls at short
*usance, which, with the stabilization of the exchange, makes the
"currency practically equivalent to British currency."
Extract from Governor's speech (Sir F.T.Rowlatt, K.B.BE,

and the large sums of British
.Our Bank Note issue

29/3/20.

120 .- £5tg.3,285 = about £E3, 203.

Vide Governmor's speech 29/3/21.
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CENTRAL SANKING AND CENTRAL BANKS

NATIONAL The iasue of Notes in Egypt against the
BANK OF
EGYFT deposit of gold and Treasury Bills in London with the

result of meintaining the exchange at par in sterling
during the War was of great convenience to Egypt

After the War the depreciation of sterling made it in-
dispensable to continue the policy, for any departure

from 1t would have entailed heavy losses both in connec
tion with the Note issue and otherwise, on account of the
large suwns which had been invested in London at par. The
stability of the exchange had been proved to be an immense
boon to commerce and banking After the appearance of a
premium on goid, however, the policy provoked considerable
criticism in native circles, where it was regarded as a
deliberate scheme on the part of Great Britaln to favour
trade with the United Kingdom, and it was urg&ed that the
countxry should revert to the gold standard. Incidentally,
a grievance had arisen from the requisitioning by the
British Government of the National Bank's Gold Reserve in
Cairo, which began in 1916 and continued until that Reserve,
which amounted to about £3% 500,000, was exhausted. The
Egyptian Government now asked that this gold should be re
placed, also requegting that permission might be granted
for the transfer to BEgypt of the £3,285,000 gold held gt
the Bank of England The British Government refused both
requests in correspondence which was initiasted in July 1921
Drawing Acoount

A Current Account was opened on the 2nd March 1915.
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THE BANK OF ENGLAND, 1914—1821.

NATIONAL In May 1917 it was arranged that £100. 000 should
NK OF
GYPT. be placed on deposit*snd held for the Head Office in Ce.iro.

& nominal balance only being kept on the a.ccount of the

Toondon Agency. In the Spring of 1917 and agaein in 1919
funds of the Nationel Bank were included in the Bank of

England's Borrowings.

The figures of the account are as follows: -

No. of Average imum
Debits Balance
1915 50 £21, 666
1916 183 £34,025
1917
1918 686 £24. 618
1919 £16, 753
1920 i, 509 )
The great increa.se in the number of debits in 1920 will
be noted. This tendency was even more marked in 1921 and

appears to have been due to the fact that the Nationa.l Bank
were not then banking to any extent with their other London

Bankers, Messrs.Glyn & Co.

*At the Bank of England, without interest
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1821,

CHAPTER VIII

As regards this Bank's claim to be considered
8 "Central Bank"”, the views of the Bank of ¥ngland are
perhe.ps most succinctly expressed by Mr.Peacock, who
wrote. in December 1920. that it was "nothing of' the
"kind, but a Government Bank competing with the other
"Banks of' the Country and using the advantages of' its
"Government connection.

"co-ordinating influence on the banking relations of
"Australie and London'.*

The account of this Bank, which was opened at
the beginning 191
tions after the outbreak of War.

On the 8th August 1914 the Commonwealth Bank
enquired to what extent it might "draw on the Bank of
"Bngland against its current account creditor balance
"of' £190.000 and by way of loan if required.”
ment of the Bank's assets and liabilities was fuxnished
and the fect that it was "wholly ovmed by the Govermment
‘of' the Commonwealth of Australia by whom all its
“obligations are guaranteed” was adduced in support of
the application. The Bank of England replied orally.

in a negative sense.

*Letter 14/12/20 to_Sir Thomas White, K.C.NK.G. (Vide
C.C.P. flle 71% 132B)
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CHAPTER VIIT

OENTRAL BANKING AND CENTRAL
~OM¥ONWESALTH On the 24th August 191% a Neeting of Indian,
JANK OF
AUSTRALIA. Colonial and Foreign Bankers was called by the Governor

who impressed upon them the necessity of maintaining a
44% rate for short loan money. This was agreed to, but
the Commonwealth Bank three days af'terwards lodged &
complaint that the Discount Houses were differentiating
against the Colonial 3anks and refusing to borrow their
funds, with the object, it was alleged. of breaking
dovm the whole arrangement. ntation
were made in other quarters
difficulty was eventually solved by the granting of
their appllcation In November to be included in the
Bank's Borrowings from Foreign and Colonial Banker

No further incident of' note took place until
October 1917, when, with the consent of H
it was arrenged that Currency and Bank of England Notes
cashed by the Commonwealth Bank in Australia should be
cancel led there, and the value credited in London upon
presentation at the Bank of Bngland of certified lists
of the numbers of the Notes cancelled. An account of
this arrangement will be found in the Chapter dealing
with Bank Notes and Currency Notes and further ref'er-
enceé to the matter here is therefore superfluous.

In conrection with the Bank's Borrowings of
“"foreign money" at thre: days' notice or for e fixed
period, it was found necessary to point out to the

Commonwesalth Bank in this month that their minimum
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balance of £50.000 did not entitle them to lend more
than £1,000,000, a ratio fixed by the Governor some six
months previously, whereas in point of fact they had
lent nearly twice as much.

In November the Commonwealth Bank asked upon
what terms the Bank of Bngland would teke deposits up
to, say, £24,000,000 in connection with the financing
of Australian products for 1917/18, the Commonweslth
Treasury being ready to provide Australian Banks with
currency against deposits in London.

England undertook to borrow f'rom the Commonwealth
Government through the Commonwealth Bank sums not ex
ceeding the limit named at 41% for three months, at
the expiration of which period further renewals were
made. no permanent arrangement being concluded. The
greatest total amount lent at any one time by the
Commonwealth Bank subsegquent to November 1917 was
£8,/00,000.

The guestion of how much the Bank of England
would take on loan was brought up again in the summer
of 1918, when the Governor informally stated that the
Bank might borrow up to £5,000.000 against a minlimum
balance ad hoc of £250.000 or £10.000.000 against a
balance of £7%0,000. These balances were regarded as
excesnive by the Commonweaith Bank and no conclusion
wae arrived at, somewhat to the Bank of England's

satisfaction.®

*Memorandum 25/9/18 in C.C. file D47.
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CENTRAL BANKING AND CENTRAL BANKS
COMMONWEALTH In October 1920 the Bank of England were asked
BANK OF
AUSTRALTA whether they would advance in London to Australian Banks
through the medlum of the Commonwealth Bank agalnst

sovereigns to be esxmarked with the Commonweslth Bank in
Sydney, some £10,000,000 being required for asbout six
months pending the sale of wheat and wool

replied that suoh a course would be contrsxy to rublie
Policy in this country, which involved the curtasillment of
credit. He added that he would be more disposed to make
advences against gold lodged for shipment

heard of this proposal

The figures of the account are as follows:

No. of Average
Debits Balance
1913 £5, 995
1914 694 £112,643
1915 2,393 £270,550
1916 3,005 £153,072
1917 3,999 £508, 109 £10, 659
1918 3,250 £282,426 £50, 784
1919 3, 344 £430,386 £32,815

2, 486 £206,499

£18,509
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BANK OF ITALY.

A telegraphic request to open an account in the
name of this Bank was received on the 17th August 1914;
an Order of Court was passed on the 20th, end on the 2nd
September the account was opened

The Bank of Italy then made & suggestion that
they should be credited in London against sovereigns set
agide in Italy with a third party, a course which they
thought might be convenient to the Bank of Zngland a
facilitating gold shipments to Egypt.

however. was refused.

account from various Banks and in the follow.ng month some
Tressury Bills, both Pritish and foreign, were lodged.
Considerable sums nassed through the account in 191F, 1916
and 1917, transactions being mostly the disposal of funds
received from the Italian Treasury s the outcome of the
discount of Italian Treasury Bills by the British Government.
In August 1916 an arrangement was mede whereby the
Bank of Italy's Branches at Genoa, NMilan and Turin oould
draw on the account here up to £50.000 per Branch per day.
The account became nearly dormant after 1917, as

wil]l be seen from the subjoined figures:-

No. of Average Minimun

Debits. Halance Balance
1914 = £106,666 £50.000
1915 147 £407, 850 £50, 000
1916 L, 532 £201,179 £4,628
1917 Q62 £128.034 £10. 3173
1918 1 £13,806 £13%;722
1919 £8, 729 £67

£670 £670
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CHAPTER VIII

BANK OF JAPAN .

The account of the 3ank of Japan was opened
in 1896 and subsidiary accounts, viz., the Special
Account and the "A" Account, had been opened in 1903
and 1905 respectively.

The outbreak of War caused but little change
in the nature of the relationship, the special services
which the Bank of England were called upon to perform
being practically limited to the investment of furds
in Treasury
to be re-lent to the Zovernment and {(subsequently to
this} the emplayment of funds in Treasury Bills under
guarsntee, few
ever, the Bank undertook to remit various sume to
Prance f'or the service of Jspanese Coupons maturing
for payment there. the account of the Bank of ¥ranoe
here being utilised for this purpose.

The amount of Treasury Bill= held for the
vorious accounts of the Bank of Japan and the sums
borrowed as8 pa.xrt of the “"foreign money" deposit were
very large, running into many millions.

The figures of the Urawlng Accounts are

given below.
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1914
1915
1916
1917
1918

1914
191%
1916
1917
1918
1919

108

309

No. of
Debits

575
781
756
661
471

517
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Average

Balance
£116,979
£171,176
£255, 410
£252,296
£191,095

£241, 712

" Account.

£8.370
£43,048
£5,432
£792
£34,
£41, 934
£9, 754
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CHAFTER VIII

Special Account.

BANK OF No. of
JAPAN, Debits Salance
1914 27 £417, 704
191A 19 £349, 641
1916 26 £279,747
1617 72 £63,319

£75,956
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NATIONAL BANK OF SWWITZERLAND.

Relations with the National Bank of Switzerland
were opened on the 7th August 1914, the Swiss Bsnkverein
then asking the Bank to set aside £7,000 in sovereigns for
the National Bank. The money was stated to be for the
beneflt of British subjeots returning from Switzerland.
Between this date and the end of October many further
amountg8 were set aside, the Bank of England having ac-
ceded to the Nstional Bank's request that such transac-
tions should be permitted to an extent not exceeding
£60.000 & week, a deposit intended as a backing for Note
issues. At the end of 1914 the total amount of gold
held vas £503,620; but the maximum for this year, and
for the whole period of deposit was £703%, 020,

By the end of Narch 1915 the gold had been re-
duced to £3,620, various releases to the Bank having taken
place against sterling credits in favour of the l.ondon
City & lMidland Bank Litd., Swiss Bankverein, etc.

Autumn of 191R further deposits were received from the
two Banks mentioned, raising the total to £403,620 by the
1st Januvary 1916. At the end of that year the deposit
had sunk once more to 23,620 and no further change took
plece until iNovember 1919, vhen the gold account wasg
closed. In November 1917, however. the Bank tad refused
& request to increase the gold earmarked, the policy of
getting aside gold for neutrals having then been discon-

Al
tinued. A charge of 16% was made by the Bank until the

Bank of England Archive (M7/158)
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THE BANK OF ENGLAND, 19141021

CHAPTER VIII

CENTRAL BANKING AND CENTRAL BANKS.

9th August 1915, when an increase to 3% was made.

The Drawing Account was not opened until the
17th September 1914 and was chiefly used for the receipt
of various sums, mostly small, paid in for the benefit of
firms and private individus.ls in Switgzerland. There '
however, transactions in Securities, Consols Certif'icates
and various War lLoan Bonds, etc., being deposited as from
September 1915 in the name of the National Bank, but for
the benefit of three Insurance Companies: the National
Life Ineurance Company, the General Life Assurance Society
and the Norwich Union Life Assurance Society, by whom the
relative coupons or their proceeds were received. The
2ank of Englend charged 1/- per cent. for the custody of
these Securities and undertook such conversions into
current War Loans as were desired.

In March 1916 the Bank consulted the Natlional
Bank regarding the losses alleged to have been suffered
by the Swiss Bankverein and were reassured as to the
latter's position.

As will be seen from the figures, the balance

on the Current Account was never considerable.

No. of Average Minimumn
Debits Balance Balance
1914 6 £4,264 Wil
1915 14 £1,491 £172
1916 9 £658 £270
1917 11 £439
1918 " £428 £381
1919 9 £353 £281
" £257 £209
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THE BANK OF EMNOLAND, 19141321

The account of this Bank was opened on the
26th September 1914. to receive the moiety of an advance
of £800.000 made by the British to the Serbian Govern-
ment, a further account in the name of the latter being
opened on the same day.

No further receipts were forthcoming and only
nine transactions on the debit side passed through the

account.

*Closed March 1922.
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THE BANK OF ENGLAND, 1914—1221,

CHAPTER VIII

NORGES BANK.

An account was opened on the 23rd September 141
in connection with advances to pay for imports of food and
coal made against 9,400,000 Kronen (value £511,000) held
in Christiania, it being impossible on account of war risks
to ship gold to Englsand. The total advances made amounted
to &£43%5,113. All advances were repaid, together {
interest, on the 13%3th April 1915 leaving a merely nominal

balance on the account, which remained dormant thereafter

Between the 27th April and the 6th Vay 1916
£620,000 in gold ooin was earmarked for the Norges Bank,
payment being received from and made to C.J.Hambro & Son
The reasons for this transaction are given in the section
on the London Exohange Committee - Scandinavian Fxchanges,
where it will be seen that the Board of Trade's Committee
on Norwegien Fish and 0il were responsible for the arrange
ment. The Bank of Englond disapproved of it and proposed
penal rates for the custody of the gold after the first
8ix days. The gold, however, wes released in nine days

and no cherge was made.
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CHAPTER VIII
_CENTRAL BANKING AND CENTRAL BANKS,

THREE OTHER BANKS.

Accounts in the name of the Imperial Ottoman
Bank and the Bank of New Zealand \were opened in 18h8 and
1877 respectively, but neither of these Institutions is

perhaps entitled to be regarded as a Central Bank
HBanlk of New Zegland.

With regard to the Bank of New Zealend there is
in any case nothing of interest to record. though the
number of transactions passing through the account during

1 the War until the end of 1920 was much increased.
sequently the account became less active than in pre-l‘ar

times.

Imperial Ottoman Bank.

The Imperial Ottoman Bank on the 1lst August 1914
secured an advance cf £600,000 for 7 deys @ 103% against
Bills of Exchange. On the 14th October in the same year
the sum of £400,000 was received on deposit here for their
Constantinople Office. This deposit was held by the Bank
at the disposal of an Official Supervisor of the Imperial
Ottoman Bank* as from the 29th December 1916, sbout which
date the Bank were advised that proceedings in respect of
a smeall claim were about to be taken as regards this

£400.000 in the Chancexry Division of the High Court for a

*Sir William Plender advised the Bank of his appointment in
this capacity on the 11th November 19i4. bdbut he delegated his
duties to another and at no time did the Acting Supervisor
sign on the account.
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Vesting Order wider Seotion 4 of the Trading with the emy
Act 1014 Similar notification was received from another
quarter !n October 1917.

and the whole deposit was withdrawn early in 1921.
On the 18th January 1917 the Bank were informed
lock-

that, subjeot to the regulations of the Ministry of

ade, the Imperial Ottoman Bank had been permitted to
resume trading relations with their ®ranch st Salonica and

various other places.

Ra 1 £ Do
3ank of Peru.

It may also be mentioned here that in the Spring
of 1921 the Governor was spproached by the FPeruvian
Lega.tion with the request that he would assist the Govern-
ment of Peru to select an English finsncial advisor, to
arrange for the organisation of a Central Bank for that
Country, of which Bank the advisor would become the head.
The Governor eventually recommended Colonel H.A.CGrskine,
¢c.B., C.M.G., C.B.E., an ex—-Agent of the Newcastle Branch,
but the appointment was never made and it was understood
that the Peruvian Government eventually appointed an

American to this or some similar position.
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