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THI ••• " OF <HO ..... O. "H '0., 

CHAPTER V l : : 

CENTRAL 9A.1'lKINJ- AiID C'::'ifl'R.AL BANKS 

" Notwithstanding that the Bank of .hl�la.nd is a 

"SUbject that has had no small Share in the late f'oliticke 

., or the Town, yet there are several amongst us who seem to 

·'look no farther than the Counting Tables in Grocer ' s  Hall, 

"and so judge of the 9ank as they do or a Banker ' s  Shop , to 

" be or no other Use or Influence but to r!'ceive and pay 

·'Lloney . " 

(�irst sentence of' "Remarks 
Merchant of London, 170, 

upon the 9ank 01: England" by a (Tract No .�) 
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r ... •• HO O. ONO .... HD. 01,. ,0.,. 

CHA.r"'TER. v: ::;: 

Although books have been written-to explain 

the fUnctions of individual Central Bwake, there seems 

to have been fl. rather curious absence of enqu.ry as to 

what pr.nclpleB are already held by Central 9ankB �n 

common and whether there are further prtncipleu which 

should be of universal application, either now, or given 

certain conditions not yet realised . 

The specie.! problems of Central 8ank�ne: arc not 

all of them new, and a� one of the ,ldest Central Banks 

the Bank If E�land me.,v claim to have already provided a 

satisfactory solution to many But the enlar6ed soope 

as re�ard8 lnternat�onal arra�rs afrorded to the Bank of 

El'l6!and dur�ng Md arter the War, and in particular the 

entlre� new departure of their alliance w�th the Federal 

Reserve Bank, made inev.te.ble sooner or l�t�r � consldera 

tion by them of the whole sub ject The mou t importe.nt 

�specta of the quest.1,on were the relationahlp of Centx'al 

Banks to one another, the advisability of founding further 

Central Banks, the new duties which Central Banks mi�ht 

have to assume, and the de�ree of autono� att�;nabl� . 

"t WitS the pr'lPosed foundation of two new 

Centrltl �anks. the :mperial Bank of :ndia and the South 

Mr �ce.n Reaer";e Bank, that f'ocussed the Bank: s a,ttent cm 

on the subject in 1)20 . 

As early as 1)12 a Congress held at Brussels by the 
�nternatlonal Econol':lic Un10n ur6'ed thfl.t "European Banks 

of :ssue" should hold conferences ao that co-oper!l.t�on 
aight be f'urnished, especlall,ji in connect�on '" �th the 
or�anisa.tlon )1' -nternation�l cred�t and �ethods of 
paynent . 

1 71  
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CHAl-"'TER V. 

CENTRAL BANlC:f .... Ai'ID CENTRAL BAi'ffi:S 

CENTRAL BA.l�]CN(} 

About the same time Mr.J.F .Darllng, a Dlreot0r 

of the London Joint City & Midland Bank Ltd" pr.mosed 

the format ion of an Empire 3� ,  and suggested that the 

Bank of Enaland might be transformed into such an :not' 

tution Mr .Darl1I16 called on the Governor in July 1)20 

t,) expla:n hie scheme -n cOJ:lInon with mOl;!t other 

8e.nkers , the Bank of England considered ' t  unsound Md 

lpractioable .n oertain v:'.tal rel;!pects . An e.nalya .B 

of some of its defects may be found in Sir Henry 

Stre.kOBoh 8 article on "the rinc .. ples of Central 

Banking" to whioh 'further rei'erence is oade below 

In this connection the Governor (wr�t�ng to 

the ;Jovernor of the South Af'r':"can Reserve Bank �n 

F'ebrua.J.y !j21) exprel:>oed the op.nion that " the only 

"sound lines for deal1l1l3 with . Imperial Banking Is 

" by the establishment 01' a separate Central Bank w.th n 

" each economic unit 01' the Empire 1'or the tre.nse.ction 

"of Central Banking business within that unit, along 

" with mutU.-'l.l and exclusive co-cperation between all 

"these Central Banks" • He ad,ied that cO" operl'Ltion 

w�thin the E:np1re was by itsel:f' insut'f'!.cient 

Meanwhile the discussion of lir .De.rlin& a 
Sohe:le in the Press oerved to e'-lphas l.SC the exist Jlti!: 

a.bsence of co-ordination between E:np.l..rc Banks , and �t 

�A s ... l"lt!:le internat, mal Bank or great('r or leas ecope 
had been the ideal at' many, among otherB of Lord 
Cunl::.ffe (vide lettE:<r 2. /6/17, C . C ., . 7lD fo 1,-' 
• 

'TI :lea" �1/5/�_1. vide C .C "!I..'Ilphlets 141 J .  
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CHAPl'E:R VI:':;: 

CE..�TRAL BA.'KI'l"G. 

��£ considered that the recent establishment and consti-

tution of the South African Reserve Bank, though admlt-

tedly satisfactory in itself, only threw into relief the 

lack of any such Bank in Canada and the shortcomingo of 

the Government controlled Co��onwealth Bank of 

AU:.3tralie.. It was pointed out that although co-operation 

between different parts of the Empire and London wa�. 

under post-war conditions, essential, the relatlonohip of 

the Bank of England to the Federal Reserve System wac of 

a nore lntimate nature than a�y obtaining within the 

�mpire. On connection with the reference to Canada it 

may be noted that � . E . R . Pea.cock, a stronp advocate for 

the establishment of a Central Bank _r, the Dominion," was 

appoInted a Director of' the Bank of' '8nglo.r.d in AprIl 1921). 

?arly in 1921 the Governor f'ormulated Aome 

general principles of' Central Banking (purposely of' a oome­

what negative character) and invited certain authorities 

to dil.lcUl'El their validity. They were as f'ollcw!:! -

1. A Central Bank should not compete with other Banks 

for general buclneso. 

2. A Central Bank ohould not take monies at _nterest 

on .ts own account nor aocept Bi110 of' �xchap$e 

3. A Central Bank €hould have no Bra�ch out3 de ts 

own country. 

-An opport:uJ'l�ty waB offered ::.n 1�23. _n ..... hich year the 
Charter� of the 16 Chartered Banks fell due for revision or 
renewal but the B!l.nkB opposed the for::lat �on of' a Centrnl 
9ank and secured renewal of' their pr':"v.le6es f'or a.nother 
10 ;,;eRra • 
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T" . .... Q' "HGLAND. "'''-'''' 

CHAPTER VIII 

C"i:NTRAL BAi\TK::NG. 

� A Central Bank should not engage in a general 

Exohange business on its own accuunt wi th 

any other country. 

�. A Central Bank Should be independe�t but should 

do all its own Government ' s  business _ 

directly or indirectly - includ_ng Gold and 

Currency. 

6. A Central Bank should be the Banker� o� all other 

Banks 1n its own co��try and should ac� ;t 

them to develop its bu��nes. and economio 

resources. 

7· A Central Bank Should protect its 01',71 Traders 

from the rapaol ty or other Bar.ks in 1 ts own 

country. 

r. A Central Bank may have an Agency tn ar,other 

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 �avoured treatment 

and infornation from the Central Bank of the 

other country. 

11. And should do the lanklnR' ar.d kindred busJ.nes of 

ita Principa l ' s  Goverr�er.t �n the other country. 

To these three more o� part�oular importance in the Federal 
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CHA..iTER v:.r 

CE� BA.'1K:Na AND CENTRAL BAmffi 

Reaerve System ..... ere added a.t the s�gcst�on .11' Mr .Strong, 

the Governor of the Federal Reserve Ba.M of New Y'lrk 

12 A Central Bank should a.ct 8.S the scttlin6 �ent 

for Clearing House balances ar1s�ng betwcen 

the BankB of' its own country, and to the 

widest extent practicable 

13 . A Central Bank should handle domestiC collec 

tlons for its members and so re�ulate the 

domestic exchanges 

14 . A Central Bank should OO-,e power to exa:.line 

Banks whiOh cone to the Central Bank for 

credl,t and assistance . 

The Bank of England approved of' these add ,tions with the 

qualification that the last two a.t any rate dld not af'fect 

a small country such as this 

:n April Sir Henry Strakosch, who had been one 

of those oonsulted by the (iovernor on the aubjeot, pro 

pared the article already mentioned; this embodied several 

of the foregoing principles . 

:t La .ntercst.l-ng to note, however, that with 

rell!:e.rd to one pOint, olause ( 4 ) ,  Sir Henry !j views mLlI!:ht 

be lnterpretcd a8 the OPPOSite of those put f'orv;ard by 

1 7 G  
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CENTR..\L BANK,;:NG AND CENTRAL BANKS 

CENTRAL BANK:;:NG 

the Bank Mr .Strong, however, accepted No.4 wl.thout 

question Md it was endorsed by Mr .Clegg, the Governor 

of the South Arrlcan Reserve Bank. 

With regard to No.3 Sir Henry had already 

indicated to the Governor a difriculty wh .oh might make 

this rule inoapable of' ap;Jl1cat ion to Central !3e.nka 

within the Empire; this was the probability that 

Dom:nlon legislatur.:swDuld have a tendency to rear 

the subjugation of their country s lnter�8ts to those 

of Gr"at Britain Lt' the Bank of England were apPointed 

the Aeents of the�r Banks, instead of separate Branches 

of such Banks being set up �n London Sir Henry, how-

ever, (with the South African Reserve Bank ,n mind) 

oonsidered that the e8tabl�8hment of Branches would 

neverthBleS8 enable a close and intimate connection w:th 

the Bank. of England to exist, while the appearance of a 

10SD of independence would be avoided 

On the subject of the rela.tive merits of 

Agencies and Branches thE' Governor wrote (in a. letter 

already �uoted and in connection with the new Imperial 

17(i 
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TMO •• �. 0' "HOCAHD, ",. " "  

CHAi'TER V ... I: 

CENTRAL BA.N1CNG A.-m CENTRAL BA..'lKS 

CENTR.AL BANKING 

Bank of India) "t.he di:f:ference between a Branch and 

"an Agenoy may strike you as unreal or as too aubtlu, 

" but the eaDential dlat,nction between the two will 

"not escape you. suggest that an Agency (e .g .  in 

" London.! ahould have no business with the >ubI ,0 �t 

"would have only two local clients (tre Government or 

" india and the Bank of England' "  • 

Mr .Clagg r a views'" were that Clause ( 1  was 

of pr i.:'l8.ry importance . A corollary to it was that a 

Central Bank should keep �ts resources exceptionally 

liquld and that it could not do if �t disregarded 

rule ( 2 ) . On the subject et' Branches he wrote. " The 

"objeot ot' a. Central Bank being to e.f:ford stabl.l'ty 

'in \ ts own oountry I that object would tend to be 

"defeated in so f'ar as it incurred liabilities, or 

" looked up its assets, in another country In fact 

" proPosition (1)  operates to :forbid a Central Bank 

·On the sUbjeot of' "Central Ba.nka and Distant Branohes "  
Vide memorandum dated 1 Jan ,1)21 written by Mr .R.G. 
Hawtrey )f' the Trt:a.eu:c:v (C.C .. ,221 

• 
L , 12/4/21 

177 

Bank of England Archive (M7/158)



CHAPTER VI.::r 

CE;7'JTR.A1, SA.:'TKI�G. 

"from e�barklng on co=ercial adventures n another 

"country even more strongly than in its own. The only 

"plea. a Central Bank rnir;:ht put :forward for havir.r, a 

"branch 1n another country would be that the exohanR'es 

"mlp:ht thereby be stabilized . . . .  But it appears to me 

" that the excha.n�eB can be in a healthy condition only 

"when they expres' the tate of' trade between the two 

"countries without artificial interf'erence, and that. 

"unlesc for Borne cpecial reason and .... extraordinary 

"circumstances a Central Sank should :-lot 1.ntervene In 

"the exchanges". He also stated reasont. for £uPPol;;ing 

that a Central Bank which was bound by statute to keep 

a fixed proportion of' gold to depositc a.r.d cannot hold 

mure than a certain percentage of such p;old Qutf;ide it!; 

own country might find t unworkable in existing cir­

oumct�nceD to have a Branch in London or any country in 

whioh there wao not a free gold market. 

With regard to Agencies, ��r.Clegp was in 

favour or this function being invariably performed for 

a Central Bank by the Central Bank cf the oountry in 

whioh the AAency was to be established. 

Mr. Strong accented to all the pr�nciple8 drawn 

up by the Governor with qualifications to ( 7 )  and ( la ) .  

Refpecting the former he conr.idered that pro­

tection to Traders against the other Banks could )nly be 

secured either by Central Ba�ks doing more co��€rc 0.1 

] 7H 
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CHAi'TEn. v-::r 

CENT&AL BANlGN:.t A..'ID CENTRAL B.A.1iKS 

business than was done by e .g the Federal Reserve Banks 

(wh:ch deal only with the ir Member Banks: or by super­

vi�lon in detail of the other Banks by the Central Bank 

The meaning attached by the Bank of England to th�s 

Clause, however, was brought out fully by the Governor 

.n answer to some cOIDJ�entB by Mr .Clegg Tt was expla.�n(;d 

that where there ls no Central Bank the rates for short 

money and dlSCOunts may rise to f'antast.c figures 

Traders tn �ew York had, for ex�ple , been frequently 

forced to pay 25� or 30- for accommodation before the 

f'oundatJ.on of the Federal Reserve System 'The mere 

fact that a Central Bank Is wl11in6 at a rate to under­

take all buslnesa of certain classes that co�eB to .t 

" is in itselt' a mea.ns of' protect1ne: the Traders from the 

• rapao; ty o:f other Banks" . 

On the " most :fa.voured treatment section (No 10) 

Mr .Stro� mentioned that ocoasiona must unavoidably ar:se 

when d .. fferent and to Bome extent oonflioting rate poli-

Cies would have to be ado:nted Agencies however (when not 

themselves Central Banks) should conf'orl:l to the pol,.c:"es 

of the Central B� o:f the country �n wh.oh the Agenoy was 

a.tuated 
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'MO .A" O' IHOC" O. ,,, ....... ., 

CHAi-"IER v::r 

C,:;"\i TRAL BA'l1<:rm. 

By June 1921 the condition of Austria and the 

dif�ioultieB surrounding German Reparation payments 

�eemed to indicate that unless action were to a greater 

extent entrusted to Central Banks and a new deRree of 

oo-operation conoerted between them, the prospect uf a 

oaticfactory settlement to either problem was rather 

remote. 

In this belief the Governor and Sir Charles 

Addlf) paid a \'is_t to America 1n August. Their objects 

were co\ered by the following general headings -

( 1 ) To fUrther relationship with the Federal 

Reserve Boa.rd and Banks. 

( 2 ) To promote common action between the Federal 

Reserve Banks and other Central 

Bank!;, 

( �) To interest America. in the flnancial needs 

of 1<Ja!;tern Europe. 

So far as American Bankers were concerned, the Bank o� 

England ' s aims were cordially shared, but the restricted 

views o� the Publio and the active prejudioes existing 

in the ;:;outh and West of America were felt to be obstaoles 

that oould only be removed gradually. 

The limits o� the History do not permit of this 

SUl[r:e.ry being carried :further, but it may perhaps be 

1 8 0  
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T�I •• �. O. �HGL'N�. ,,14--1'" 

CHAPTER. VL:::: 

C�TRAL BAI"lKING. 

mentioned that on his return from America the Governor 

and Mr. Jay ( the Federal Reserve Agent, and Chairman, o� 

the New York Reserve Bank), who was then visitinp: F,urope, 

made a first step towards putting the new policy into 

operation by journeying to Amsterdam to see Dr.Vls�ering, 

the President of the Netherlands Bank, with whom the 

following were discusoed -

( 1) An understanding as to the general finar.cia,l 

polioy of' Central Banks. 

(2)  Co-opera.tion o n  international and econ,mic 

lines among Central 9a.nks . 

(?)  An eventual consortium of Central �a.nks (under 

lead of the Federal Resen-e 9ank ) for the 

rehabilitation of Austria and �astern 

Europe on purely economic lines. 

The speoial prominence ghen to the subject of 

Central Banking in the last of' the 'Var years under review 

may justifY some account being given of the relationship 

of the Bank of �nglar.d to various Central BankS durinF 

the period. 
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Apart from the que stion as t o  what a Central 

Bank should and should not be, the problem of wha t 

actually is and what is not to be regarded as a Central 

Bank presents diffioulties; but it ls thought that the 

following list will be oonsidered sur=iclently com­

prehenelve . *  Sections on these Banks follow 1n the order 

named : 

Federal Reserve Bank of New York 

South Afrioan Reserve Bank 

8Mk 01' France 

National Bank of Belgium 

�etherland5 9ank 

National Bank of Roumania 

Ba.nk of Spain 

Bank of Portugal 

�1ationa.l Bank of Gre ece 

Imperial Bank of Indi8, 

�atlona.l Bank of Egypt 

Commonwealth Bank of Aue traIis. 

Bank of Italy 

Bank of Japan 

National Bank of Switzerland 

National Bank of Serbia. 

NorRes Bank 

'1'he Reichebank aocounts were not opened ur.tll 17/11/21 
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C HAPI'ER VII:: 

CE:1TR.Ak B�iK.PG_ NJ1LCENT?.AL BANKS. 

C�'TRAL 3ANK.rnO. 

Of these 17 Banks eleven opened their accounts after 

the outbreak of War, 
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.>t • •  'H" O' •• aLANO. , ............ 

CHAPI'ER V:::I 

F'lIDERAL RES'SRVE BA.'VK OF JE" V  YORK 

The Federal Reserve Act was passed 23rd December 

1913 and on 16th November 1914 the Federal Reoerve Ba.nko 

opened their doors. 

Seotion 14 o� the Act gave the Reserve Banks 

power to eatablish Agencies in roreign countries and the 

firot utepo towardo the appointment of the Sank of I!:ngland 

to act in this capacity to the Federal Re£Jerve Bank of �'ew 

York took the form of' interviews in London between the 

Governors. the late Lord Cunliffe and Wx. Sokayne {after-

wards Lord Cullen and Governor Strong in �'arch 1916 A 

memorandu� of a tentative arrange�ent �aa then drawn up, 

to he put Into force after the war. or earlier should it 

become desirable . 

On VI . �trong' l"  return to America shortly o,f'ter­

wards an exchange of letters on the sub,Ject took place. and 

on 7th September 1916 amend:::ents ',':ere pas!'ed in Section 14 

or the Federal Reserve Act to permit or the Federal Reserve 

Banks dealing through their roreign Agents i n  bille or 93 

dayo ' ourrency instead of 90 days as hitherto provided, a 

Conoer:-t'ion to the Englieh (;y�tem of days of' grace ,  and to 

allow the f'orei"n Agenc�es to open Eank.ng aocount£ wi th 

their American principals, prevlously only pose.ble by th� 

expedient of earmarklr.g gold or invest.ng all balances �n 

bille , etc. 

On 2�th December 1.916 the Federal Reserve f,oard 

{without firnt consulting the parties concerned published 
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CHAP'lER Vi:! 

::1)rn.AL their authori ty f'or the New York Bank (and any other 
:.:'SSRvr: 
3�K OF Federal Reserve �ank) to make arrargenentz with the r,ank 
,;:;: YORK . 

of' "1n@'land. The British Foreign 01'f'ice thereupon en-

quired thro�+h the Treasury (21l1l71 what advantages 

might be expected to accrue to the Briti�h Government. 

The Commonwealth Bank took occasion to exprel'f' the hope 

that it might be selected as Agent in Australia. 

On 18th January 1917 the Federal Reserve Bank 

f'orwarded a f'resh draft of' the 1916 �:emorandu"" conC')r"'l­

ing which there had been intermittent correspondence, 

eepeclally aB to the terms on which gold Nas to be pro-

vlded by each in�titut:on. On the �th Apri 1 the United 

States entered the "{ar. and it became dee rable to con-

olude the �reement as oon as pract�cable. 

amended by both parties it was approved by the Bank of' 

En�land Court on 3rd �AY 1917.  

A otatement of' the relationship (drawn up by 

the Federal Rel1erve Bank) wae comrrunicated to the BnF: lish 

and American Preaa. (This may be f'ound on p. �2 of' 

"Brl tloh Finance 1914/21" )  

A copy of the A¥.reement is to be f'ound in the 

Chief Caohier ' e  private file 166 folio 48. (Another 

COpy as sent to the �reasury 0"'1 11th October 19l9i 

The �reement provides chiefly 1'or the purchase 

of B111s of Exchan�e and prescribes the terms on which 

earmarkin,;; and shlp1!ent, etc . .  01' gold will be eff'ectpd. 

These two provielona were perha.ps inter.ded primarily 1'or 

l R ::;  
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F'!ll� 
Ri:iE:iV,� 
3.-\..'iK OF 

�,." YORK . 

CHAPTER V::: II 

CENTRAL r;A.'fKIN'G Ai'fD CEIfTRAL EAi'fKS. 

use in no�l tines when a rree gold market had been 

re-e�tablished here, By the end of' Au¥u�t 1921, the 

only clause which had been carried out, at any rate in 

the manner contemplated. was No. 11 dealing: w�th the 

excha�e of' information. 

The Bank of En�land were the first to avail 

themselves of the new connection, They asked the 

Federal Reserve Bank to provide dollars to meet the 

;lS"0, 000, 000 Loan payable by the Lor.don Bankers in "e',v 

York on the 20th June 1917. The London Bankeru de-

posited with the Bank of Snglar.d the equivalent amount 

in sovereieme, which were "set aside" for the Federal 

Reserve Bank. Later in 1917 the Sank of En�land 

sugpected that they should take over a part or these 

soverei�ns �ainot the release of gold in India, where 

the United States of America desired Rupee credits, but 

nothing came of this proposal as the Aoericans preferred 

to ship silver, The Q;old "set aside" was ultimate ly 

released ( in seven instalmentsj between June 1918 and 

March 1919, the �reater part being exchanged f'or bar 

gold from Ottawa and roost or the rest being held at the 

disposal cf the r,ank of France. 

In WAy 1917 Governor Strong suggeeted that 

the Federal Reserve Bank should off'er to reoeive for 

payment and oancel ooupons on British Securities. ThlS 

cour�e wan proposed to avoid the cost of insurance, at 

the time very heavy , and to popularise Brit�ah Securities 

_n the Un .ted States. The arrangement waa not cCr.lpleted 
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�;:;R.AL 
jli;gj,!RVE 
BAJK OF' 
NE"1t lORK 

CHA:"I'ER V:-: 

unt.il July 1)18 . S�nce that. dat.e t.o t.he end of 1)20 

coupons t.o t.he following n�ber and amount. were dealt. 

w.t.h 

Number Gross Amount. 

1)18 about. 730 value about. i:l. 400 

1 ;19 950 £1. 600 

1)20 .. 650 .. .. £1,200 

:n December 1)16 t.he syst.eo W&6 ext.ended to �nc1ude the 

exohange of St.ock Certlf:"cates t.he coupons on wh,ch had 

been exhausted, and the PB¥ment. of Trea.s�' Bills. War 

Expend .t.ure Certificates, etc . But very few people 

a�a�led theose1ves or these facl11t�es � 

'l:,h�_:Qr�wi�Account of the Federal Reserve 

Bank was opened at the t':'oe when the Bankera· �(11d waa 

set as!.de " ,  viz .,  on 20th June 1)17 

On the 1,th July the Court gave the r uanct_on 

to cheques be ing drawn on the account by the Federal 

Reserve Bank (a course not contemplated by the or;ginal 

�reement' though it was understood that th!.s facility 

would not. frequently be taken advantage of 

t was not until April 1)1 that the account 

carr�ed a� balance beyond the amall sums pa�d .n againat 

the encashment of Government coupons .n New York . 

£lOC, OOO w!w then cred .ted ;n order that the current. 

account ',ght be cons,.dered as ooming wlth�n the terms 

The arrangel\ent WitS cancelled on the 30th June l}" by 
wh:ch t ·-:e t.he need for it no lcnger existed . 
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rHI .AN" O' IHOLANO, ,,, ........... 

CHAPTER V. I 

of the Agreement .. In Governor Strof\!/' , s words the ered! t 

might be "connidered simply as a peg to remind you that 

Borne day we are g01n2 to hang aomethinl? on i t " .  

A further £100.000 was paid in by the Equitable 

Trust Company of New York on 31st May 1919. The f1.jo"urso 

of the acoount from itn commencer-snt to the end or 1920 

are as followo -

AverW2:e MinimwD. 
��r 1!9. 9f. l)eh i tg Ba.l@.n�e DaJanpe 

1917 1 �il \'11 

1918 6 170 N11 

1919 3 143 . 139 9" 

19::?O 26 161, "03 11')9,827 

The reduotion in the balance from a maximum of over 

£200, 000 was partly due to the gold transaction charpee 

incurred by the Dank of Engla.�d Some cheques .'ere drawn 

after the end of 1919 for the adva.ntage of the United 

Sta.tec Government who had various small paymento to make 

1.n �ngland. 

The r1.rct nuggeotion ao to a weekly exchan�e or 

code cables on the state of the money markets eto. wan 

made by Vx. Strong in a letter dated the ? 'rd ;uly 1917. 

eank of F'ral)ce. 

The oonolusion or a trialW.'ular W'lderatandinF 

with the Bank or France, to include a �old settlement �d, 

1 8 H  
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TNI .... o. ONOCOND, " ,4-1,," 

ClLi.?TER V!�I 

C>:NTRAI� F:A,'1KING A:'fD C2.-.:;'TR.t\L BANKS. 

::ro� had been considered ever since Governor Strong ' s  visit 
:'lrS�r--
3),.>jK OF to France in the Spril"-¥ of 1916 but only a tentative 
2':1 YORK. 

arra�ement between the Federal Reserve r,ank and the 

Bank of France, based on the opening of accounts, had 

been r(:lached by August 1918. Governor Strong was still 

in hopes that a time might come whe� the three institu-

tions would adopt a concerted policy particularly on 

queBtion� of Lnternationa l excha�e, and the f,a.nk of 

Sn!lle.nd were asked to send Paris a oOPY of their Agree-

roent with the Federal Reserve Bank. This was done in 

September ;  but i t  wao under:;tood that by the end o f  

Auvust 19�1 the Federal Reserve Banks had made n o  

further progress to��rds the co�pletion or a formal 

A.Il'reement, Relations with several other foreign rianks 

have been entered into by the Federal Reserve ;ank or 

Ne'N York, 

EQ,rmark1� of gQ,ld. . 

The probability of the early conclusion or 

peace led the Eank of F.ngland, in �:arch 191Q, to advise 

the Federal Reoerve Bank, under Clause X of the Agree­

ment, that e.ny large earme.rking or export of' gold would 

not then be convenient. The Federal Reserve ':.an]{ 
replied that e.t that time such tranr6.ctiono were ' the 

last thiT1f7 they would oonsider" unles:c desired here. 

In July 1919 Governor Stron� visited Europe 
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CHAPI'ER VI:I 

CENTRAr� BANKING NW C":"NTRAL EA.'<K"' . 

wEiloU. with 1\111 powere to arrange for the purohase hom the 
!I.?S.-:RV1: 
BA.'iK OF United ::)tates Grain Corporation by the Federal Reserve 
\'1;'1" YORK. 

Bank of New York, acting for all the Federal Reoerv� 

Banks , of about 730,000, 000 German gold �arkB. This 

gold wa.u in payment for foodstuffs , etc . ,  supplied to 

Germany under the Peace Treaty. 

Wx . otrong arranged for the deposit of the �otd 

with the National Bank of Belgium in BrusGels and the 

�etherlands Bank 1n Amsterdam, and it was thence conveyed 

to London. to the Bank of England in �6 consignmentc . 

Representatives of the Bank of' Englar.d accompanied all 

ship'1lentc, which were '"I8.de hon:: Antwerp and the Pock 01' 

Hol land durln@, Septe.'IIber a.nd October. An exchan,lle of 

gold with the Continental Eanks avoided �he necescity 

of perhaps one further shipment_ 

The gold consisted of ��rks, Austria.n Crowns. 

Roub1ea. Sovereigno and bars, and a part of it wu.o 

believed to concint of �old received from France by 

Germany in 187::'. "lhen melted. the exa.ct out-turn was 

found to be 
, d 

at rl9 per 

8, ,85 , 751 ' 913 fine ounces ( sa.y £35 . 5 6,3, 212 

ounoe standard) .  Part of this �o1d. about 

2 , 36;', 000 fine ounces ,  was shipped to India in the 

Autumn of 191� and the beFinning of 1920, beinp released 

to the Bank of Montreal in payment. it ��B under�tood, 

for Rupeea lold in 1'l"e','1 York -ror the account of the Indian 

lJovernment. On each occa.sion the ")a.nk of ).:ontreal 

transfer�ed the gold to the Ir.dia Office who carrled out 
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Fi:ISRAL 
RESf.'RVE 
g;.:n< OF' 
:iE:'N YORK 

ro< • •  AH� o� UGLAN<>. ,�, . ..... 

CENTaAL BA.'m.:m A.'ID CENTRAL BA.� 

the shipments to India Further amounts were delivered 

to the Chartered Bank, the Yokohama Specie Bank, etc .,  and 

the greater part of it probab� found ·ts w� to the a�e 

destination The balance, consisting of some 5, 3)1, 000 

fine ounoes, was shipped to New York in the late Autumn 

ot: 1)20 . 

At the end ot: 1�19 Mr.Strong' a  health broke 

down and he went a ..... e.v for a year a rest. a part of th.;.s 

t�ne was spent .n v.siting Japan, :nd�a, Ceylon. etC . l  

by the end of 1;120 he was again �n London m h�a wO¥ 

ho�e • While he was here the Federal Reserve Bank under 

took 6· :fresh oervlce f"or the Bank of England, t be�l16 

arranged that certa�n funds received by the Reparat�on 

Co;nmiso�on should be invested in New York, half" .n the 

name of" the Bank of England, and half" in the name o:f the 

Bank of FrRnoe, the Federal Reserve Bank acting for both 

The operation involved the opening of" an account :for the 

:first time by the Bank of England with the Reserve Bank 

and very lar�e sums were soon dealt w�th and were invested 

Ln Tl'ea.aury Certi:ricates of ":ndebtednesa and Ban.kcra 

Acceptances . 
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TMI .,." O. INgC'.O. , ... 'to .. 

FEDE� Apart from two or three proposals which proved 
;U:Sr.RVB 
-�n< OF abortive , the matters mentioned above comprise the chief 
I$'H YORK 

incidents that had occurred up to August 1)21 in the 

relationship of the two institut�ona. other than the con-

stant interchange of views which was maintained, not only 

by telegram and letter, but also by personal visits . 

Th.!.s intercourse was of the fullest and freest nature , 

cov�red the greatest vari�ty of subjects, and led to 

that increasingly concerted policy to which refer.mce has 

been made above and ':n Chapter T 

The Chief Cashier ' s  pr Lvate l' :.le Nr .166 oontains 

the rC'cord of nearly everything that was put '.n wr' t.ng, 

and no f'tlrther rest1l:le of the ma.terial wlll be attempted 

here . Speoial mention mav however be made of an �U088 

by Mr .�lerre J� on the controversy as to the relat.ve 

merits of dif'ferent Note issue systems and Sir Charleu 

Addis s oomments thereon These papers will be found 

in huophlets 141 J .  

-The ""!:Jst ... lportant of these was a. Sl.l&StlSt :on made :;.n 
March 1;'21 by GO'l:ernor Strong that the Bank 01' E�la.nd 
should receive and hold for the Reserve Bank the 6'old 
wh:ch would otherw:se be Bh�pred :from Ellg'land to New 
York, where the steady �ncreaBe of gold Resern.'s was 
CaUSing concern, a.a lilwly to produce lnflation 'Uld 
other evils 
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T" • •  ,." O. �MLUO. ' ... 11.' 

CHArTER V ... -;' -

CENTRAL BAIDCIN'J A.'ID CENTRAL BAt'lKS 

SOUTH AFR'::CAN RESERVE BANK 

The establishment of" the South African Reserve 

Bank was a resUlt of' the increasingly U1l8at.isfactc-ry con 

d:tion of' South Africa s currency and exchange problems, 

and owes 1ts inception and constitut.on largely to 

Wor .  (a:fterwru.'ds Sir Heruy ) Stra.kosch 

in the preliminary negotiatLons 

He was alsc active 

":n November 1320 Mr .W .H .Clegg, the Chief 

hcoountant of the Bank of' England, was appointed Governor 

of the new Central Bank, an appointoent wh ... ch of' course at 

once brought the two Inst�tutions into close touch The 

South Afr�can Bank f'o�Ally came into ex�stence on the 17th 

December 1}20 by a tJrOcla.ma.tlon which gave eff"ect to the 

South Afr ;.can Currency and Bank Act of" 1 )20 

The provisions of this Act need not be summarised 

or discussed here surf' .ce it to say that w'.th the neces-

sary modif'ications the const.i tution of" the Bank In Lta mflln 

lines, as had been suggested by Mr .Stra.kosch, followed the 

\�e.c!ncs4�, the 17th l>!ove.1l!b�r 1l2-'� .  
tne Commfttee of�reasury : -

The Governor informed 

That the proposed establishment of" a Central Bank �n 
South Af'rlca seemed to him a ma.tter of" supreme importanoe to 
the Empire , to this country and to ths Ba.nk of E1l61and . That 
the pol�cy and methods of' the new Bank should from the outset 
acoord w�th those of' the Bank of England was of almost eQual 
importance a.nd the diff�cUlt�es now ar�sing from the methods 
ot'" the Commonwea.lth Bank of' Australia were an .rwtance of' such 
difficulties a.s m::'ght othen.'�se ar':'se in conneotion with South A1'r;'oa a.nd as I!IfI,Y yet ar ... se ':'n oonnection with Canada. . :t 
was therefore to our interest f'roI:!. every point of' v�ey," to assit;t the new Bank, even to the extent of .:a.king a conaiderable 
Sa.cr tt'ice . 

An acoount of the Situation '.n South Afr�ca prevlo� to the 
pa�l)ing ot' th�s Aot wal be fOWld _n a .'s=tphlet wr_tten by 
Sir Henry Stra.kosch " The South A:frlcan Currency & !::XOhange 
. roblem" (Feb .l;l20� and .n the S8..""lle author D e.rticle on 
Central Banking (n/5/21 )  referred t( abo\'e . ( '�ph1£:ta 
141 0 and 141 J, reapectively 
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·" • •  ,." OF EH�L'"O" '.,. , .... 

SOlJTH Ar!l.er lcan Federal Reserve syot.el!l f'a.rly olosely, and l..n 
A.�:CA";1 
R£SERVE part.ioular by .t.s adopt.ion of' a Note issue based as t.o a 
BA.'lK 

:f.:.xed proportion (40%: on gold and as t.o the balance on 

B i lIs of' Exchange . The Gold Reserve requirement.s were 

capable of' suspension in oertain condit.ione by pa¥ment. 

of a graduat.ed t.ax Again, as provided :for the member 

Banks ot' the Federal Reserve system, the other (South 

African) Banks were obliged to keep a f'ixed proport.lon 

of their liabllit.ies in reserve wit.h the Cent.ral Bank .� 

From the time of the dec:!.s.on to f'ound t.he 

South African Bank, the Bank of England were called upon 

for aSGlot.ance in various matt.ers, chiefly ... n regard t.o 

the designs and paper for the aold Cert.1.1'icatea ,  which 

were t.o be '"ssued as legal t.ender by the Unl.on Treasury 

�n uxchange 1'or gold coin and bull�on, and f'or t.he Bank 

Not.es, t.he sole issue of which was reserved to the Sout.h 

Afrlcan Reserve Bank for 25 years 90th t.he Gold 

Cert�ficat.es and t.he Not.es were print.ed by the Bank of 

England Sat'ee f'or accommodat..l.ng gold and the Notes 

were also ordered t.hrough the Bank of En61and 

The arrangement.s for the design of' the Gold 

Cert.Ifioat.es were ent.rust.ed to t.he High Commls!3 .. oner :n 

London and Mr.Strakosch act.�ng in conjunct.�on with the 

Bank of' England, and were settled n AlJgUl;lt 1)20 The 

Certificates were of' a very plain character; the print. 

ing was on both sides and the paper oontained as a 

water�:a.rk t.he "wa-ve-line " pattern surrouruiirltl: the worda 

"'ln10n )1' South Afr ,ca" Neither scope nor t.lr:'.e was 

g �"en to the Bank "for all'th1ng more elabol"ate 

• n two respects however the English model was adopted 
The Reserve Bank was to be the sole Bank of �seue, and 

t wa� not to be solely a Bankers " Bank. 
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CHtU"I'ER v-...�: 

�E.NTRAL BANK,aru A."ID CENTRAL BANKS 

SOUTH The preparation of' a suitable Note presented 
A.�:CA.L'q 
RS�VE considerable dif'f'iculty owing to the neoeso ty f'or 
BAlfK 

compliance with certain definite requirementa, to the 

disquieting nature of the Bank of England s latest ex-

pericnoes of forgery, and also to the conditions to which 

the Notes would be subjected in circulation, conditions 

more severe than is the case .n Europe , in particular 

because of' the fact that the Notes would be handled by 

natl,vcs . The use of protective colour was cons�dered 

ea8ent�al The Bank prepared a design wh:ch they re 

garded e.s se.f'e rather than beautiful . The waternark 

consisted of a Spr.ngbok: the face of the Note bore a 

coloured overprint and on one side was a represent�t �on 

of' a South African aniI!l8.l, a difi'erent an:mal be,;.ng 

chosen f'or each denom!nat .. on The latter prov .sion was 

for the purpose of' aSsisting identification by the 

natives 

The Note� had been practically approved when 

toward� the end of January 1�2l Mr.C legg cabled propoS.ng 

to submit an ent:rely new design This was adopted, its 

ohief' feature be ing a picture of' the ship of Van Riebt'ck 

appro!l.Ohing Table Bey (where he had landed and fcu.nded 

the l' .rst European Colony at the Cape • But a large 

number of other subjects pecul�a.r to South Afrioa were 

also !ntroduoed Van Riebeck's head was utilised as a 

Waterm.ark ..... lth the 'wave-l.ne" pattern a� a border 

The Notes were plate printed on both sldes �n English 

and Dutoh, eaob slde being overpr�nted wlth two oolours, 

one be �ng produoed in mult icolour, by a very d�ff _cult 

and expens ve process . There were four denom. 

nat ono, oil, a::5 ,  £20 and £100 On the whole, the Note 
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CHAPl'ER V:lI 

SOUTH produced gave oatist'actior., thoueh the deci@,r preoel'.ted 
A.�lC.'u� 
;r'S"�'P a rather orowded composi ticn. 
BAl'fK. 

The new bank began at once to b e  01' service to 

the Bank of En�land as a source of reliable information 

concernin� South African affairs and as an additlonal 

meane whereby any m18understandin�8 that might ariuc with 

the �old producers ml@'ht be removed, etc. 

"Tt cannot be doubted" .  (wrote Sir Henry 

Strakosch) "that it wUl be the policy of' the South African 

"Reserve Bank to cetahlioh contact with those 'netJtut.l.ons 

" (  the Bank of' S�land a.nd the Federal Reserve Banks and 

"to conform closely to their POllCY. This would seem the 

"moat a.ppropriate manner in wh:ch the re-8st(lbl1ehtner.t of' 

"equil brlu-'11 in monetary affairs can be fostered and the 

"�.ay prepared for the resulnption of an effeotive pold 

"standard" .  

The Governors I confidential corre(;pondence ,'il th 

"'.r . Cle�g is to be found in C. G.P. 8? 
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CHAPl'ER VIII 

On the 12th A�ust 1914 a teleprarn was received 

from the Governor of the Eank of France , N. Pal lain, aok­

lnp the B�nk of Snp,land 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, be np 

the proceeds of a cheque for Fcs. 2 , �OO. OOO dra� by the 

Paymaster-In-Chief of the British Expeditionary Force, 

Foin¥ to account on the 24th A�ust. 

In 1916 three ether accounts were opened. and 

from Auguat 1914 until the time of the Armlstice large 

numbera of tranoaotlona or a routine �ature took place. 

The first �ntimation t��t the Sank of France 

had removed the ir Hend Orrice from Paris to Bordeaux was 

received here by telep:ram on the 11th September 1 9 14. 

The Bank of France removed their gold reserve or 

£160,000.000, the ir Customers' Securities, and mont or 

their Bank Notes; and made arrangemento to destroy by 

melinlte the Note printing machinery ir Parie vere 

captured. The return to Parie from Bordeaux was made 

on or about the 8th December 1914. 

In October the Bank or �ng1and avreed to �Ly 

drafts av,alnst delivery of documents , no responsi.bil ty 

regarding the latter beip� accepted. 

In �une 1911'. an Il.cc"!ptance cred:t ror £11 . 000. 000 

was oDened ror one year on behalf or the Eank of France 

by !.�e:: rr. >a.muel Montagu & Co. wlth 24 ;:::l'lRlish lankn ar.d 
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C HAPI'E'R v;::: 

��,� OF Bankers, throuph M. Louis H_rsch or Paris. 
7r!.ANCE. 

The "funds 

reBlised ·...,ere to be paid to the Bank of France ac,'our.t 

here and an underta.ki� was given not to draw gold 

av,a,lnut these moneys . 

In addition to transf'ers f'rom various [,a.nkerfJ, 

the account wa.s fed by the collection of' coupons on 

EngliSh Government Stocks and by the remittance of Bank 

of' �la.nd and Currency Notes (usually £600. 000 at a. 

time) . 

In October 191� the Eank of' Bnglar.d Yicrt: in 

co��unlcatlon w:th the Bank of France on the 8ub.�ect of 

advances to fiankers in cOnf'Bction W.i th lar Loans and 

advice was �lven based on the experience der�ved from 

the ""� ',Var Loan. 

It was arranp.:o:sd in !'ay 1916 to credit the ;ank 

of' France with the full value of Auntralian Government 

Notea, it being under�tood t�bt Australian soldierc in 

France would receive the proceeds o� ouch Noteo without 

deduction. 

At the end cf' 1916 M. Pallain war adred to v.ive 

hir tupport to the Board o� Trade ' s effortc to diflCOUl'ape 

the insurance of Fold shipmente made �ro� Neutral 

Countries. 

ll, Pa llain remained tJovernor of' the Rank o� 

"'ranee until the 2"ith A\l.I.;uat 1920, When he was 1uceeeded 

by lJ.. Robineau. 

There is I ttle else worthy o� ment.l.on .r. 
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CHArTER VIII 

3A.\' K OF con!"lection with the General Account. 
F'i\ANcr. 

The correeponrtence 

was reduced in 1919 and after that year became of very 

small dlmenBion�. 

The rigures of a1 four accounts will be found 

at the end of thio Section. 

Before dealing with the ca le of Securities 

undertaken here for the Sank of France, it will be con 

venient to refer briefly to one or two other matters . 

Apart from the transactions ef�ected under the 

Aflreement mentioned J..!' the ehaDter on " Allied 50rrow .n�8". 

the only occasions on which there ;'Iere bullion deal ... ngs 

between the Eank of Prance and the Sank of' Snl'la.nd were 

in 1.914 and in the early part of 1911'). 

In the lete Autumn of 1914 some bar gold and 

American e�le8 were purchased by �'es�-rl . La7,ard Brotheru 

& Company and set aside at their request in Ottl1l\a :for 

the Bank of France. A part of the eagl'js was Huboe-
, 

quently purchased by the Bank of 'Sngland at 71/- per 

ounce , a figure hl",her than the price at which the .,al".k 

ha.d sold them but lower tha.n could have been realised 

in the open ma.rket in Otta.wa at that time. The re-

rnainder of the eagles and the bar gold were d�livered 

in Apri 1 191� to Messrs. La.?erd Srothers ' :'iew York House. 

On the lSth anuary 1915 80. 000 �overei�s 

..... ere :received f'or the Jjank of France :from the London 
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�AXK OF 
F'RJu'<"""2 . 

CHAPTER VI:I 

Joint Stock Bank, acting as Aeents of' I.'.estrl . de iieufl ... '.e 

& Co. 'T'heee were credited to the account of the f'ank o'f 

France in the April 'fol lowing. 

§.upply 01' Fos. 1:._ piec�§. f,?r use in Veot Af'rica. 

9y 1916 a coneiderable businees had �rown up at 

Coomaseie wj th cattle dealers who oa'Tle from French terrl-

tory. To retain this trade either French Fcs . � ptece� or 

3ritlch sovereil.'ns were required. in order to econom1ee 

the latter, the Sank ot' France were asked whether they 

would supply French si lver to the nank 01' Erit.sh .'eot 

Af'rica, and they agreed that coins to the \alue o'f £300. 000 

should be placed at that Bank ' s  di:pocal. At 1'irl·t the 

Sank o'f France maintained that the exchan�e at which the 

sterling ohou1d b e  calculated and credited to them �r. 

their account at the ,ank of' Sn�land chould be the p,old 

oar of 2" ' 2? because in countries of the Latin Union 

Fcs . "  piecee were received at their 'face value. �e 

legal tender value ot' the coins at the oeRport of t,athurut, 

ORmbta . however, wau 2'" 80. Sventuully an exchange value 

o'f 26 was agreed upon . Some Fcs. 7. 300, 000 appear to 

have been shipoed tc Bathurst between October and December 

1916. Appl lcatione were made for turther suppl.ee in 

Aup,uot and October 1917 and again in Seotember 1919. but 

on these occaSlonl the Sank o'f Prance were unable tc comply 

w th the reque st owi�; to their Governm�nt ' s  d�mands for 

the French Colonies and for COining mcney of smaller 

denom nations. 
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CHAPI'ER v:::::::::: 

Lord Cunlir"fe had expressed to �'. Pallain h B 

admiration of' the watermark and finish of the anall 

denomination Frenoh Notes, and Lord Cullen, wh�le Governor, 

arran�ed w1th the Bank of France for a supply of matrices 

of the head of Britannia for use should the Currency �ote 

i seue be entrusted to the Bank of ETJ@:la.nd. These deoi!7,llC 

were duly received in September 1919. 

In connection with the same pOBcibj 1 ty. the 

r,ank of' France were pood eno�h to com�unjcate , �n February 

1921. particulars of the ir Bank Note re�i8ter cy!,tem. 
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SANK OF 
FRANCE . 

1914 

191� 

1916 

1917 

1'�18 

1919 

1920 

1916 

1917 

1918 

1919 

1920 
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CHAPTER VI:::::: 

�'I'RAL BA.'flONG AN!' �TRAL EA.'fie.. 

:io. of Average tnnimum 
Il�bJt9 Ba1�l:l.9�_ Balance 

279 n, 749, 2"'2 £170, 000 

" , 61)6 £8, 1 75, 1 08 £172, 285 

4 , 655 £5 .081, ]96 £1, 660. 0('0 

1 , 217 £2,�49. 602 £1, 10 :' . 000 

2 . 472 £4,353. 766 £ 1 . 364.479 

1 , 500 £1 , 884 . 235 £38 . 535 overdrawn 

2 , 3l20 £7r:,2,3'-1 £613. 761 

(For the sale of Securitles) 

No. of Average I.Unimu<:l 
1)�!;:>H·g Ba1�ng� Balance 

4 , 213 £271,129 £14, 61)2 

5 . 4' 3 £96. 9"'0 £36, 828 

2 . 882 £66, 1 7� £32. 940 

' . 793 £221, 750 £49,056 

1 , 743 £127,926 £58, 805 
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1916 

1917 

I'H8 

1SI19 

1920 

1l0. 0< 
De!)�tc 

1, 697 

�23 

3 

62 

CHAPI'E:R V I II 

No.3 ACCOWlj.. * 

Average 
!:!.�l�nc� 

£1,632. 941 

£275, 783 

£429.796 

£17.896 

£2, 41'i0 

h-�lnimum 
i'je.lalJ�e 

£1, 238, 130 overdrawn 

£5 7, S9} 

£r,7, :i99 

£2, 449 

£2 . . 49 

�i8 account �us acted upon on �ore than one occacion by 

I�, Aven o l .  F:nanc::'al Representative in London of the French 

Governr.lent . 

:io . 4  �COl,lJ1t. · 

�elJed.29�h ;e�em9�r 191�. � 

No. 0< Avera.p:e Voir .mu."!l 
QeQ� to", Ea.lam;;� Balan�� 

1916 l , 26Q £2. 918. 228 £l_,�,OI)O 

1917 6 .061) £1. 700, 781) Nil 

1918 2 . 674 £595, 321 

1919 26) £2,000. 000 

1920 

This account appears to have been uced f'or the "ref.':ulation 

"of the needs of F'rench Com:nerce in ,terling ef''f'ectcd for 

. the account of" the French Treasury " .  and was cart ly fed 

:from the French Government 8 account n.t the ;n.nk of' ·:n�1I.l.rd. 

up to 1�arch 191Q, and was practically 'IlO.naged by ' ... . AvenoL 

·�ene account. were in part f'ed by transfer, f'rum the 
General Account. ��der general Authorities dated �6f I 
(No.3 a/c .)  14/10/16 (�o.4 ale 
+�losed 16th January 192� . 
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BLin< OF 
FiUJfCE 

CENTRAL BANlCN'J- AND CENTRAL BAJ.'n{5 

French Secur l.tie.!J. 

In acoordance with the terms 01: an Agreement 

dated February 6th 1�16 between the French and Br tish 

Governments, Mr.McKenna (then Chancellor ot: the Ex-

cheqUer), undertook to arrange 1:acilities, so long as 

the French exchange remained above Fcs .25 '50, 1:or the 

sale on the Lond0n Stock Exchange ot: Secur ties Ln 

French ownership, provided such Securities wel:e placed 

on the Market by the Bank 01: France through the Benk 01: 

E1l61and, and the foroor Bank guaranteed that the 

Secur�tles in question had been in French owner:oh.p since 

the outbreak of War . The French Mln�ster , M R�bot, 

also undertook that the proceeds of such sales should be 

solely c:lployed .n the purchase ot: 3r ... tish prcduce 

Every Secur.ty t:orwarded by the 9ank of France 

to the Bank ot: England for sale was accompan�ed by a 

special Form ot: Declaratlon as to ownership si�ned by the 

Bank of France and, in spite of considerable oppoB.tion 

on the part of French holders who wished to sell the!r 

Securities throUgh their own 'London 9rokers, it was 

arranded that all Securities should be sold through the 

Bank o:f E�land s Brokers, Mesars .Mullens , Marshall &: Co 

An¥ other course was oonsidered to be both �mpract�cable 

and undes :.z·ab le (V.:..de J-overnor ' a letters of 2 'th July 

and 7th August l}lA and 3rd Augugt 1)17 �n C . C . r  71 

Full commlss m on all sales was che.ri!;ed b:\-" the 

Brokers and was not d:visl.ble with the Bank of England 

The arraJlde."lent 'llaCie appl�ed to French subjects 
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CHAf'l'l"....R V::I 

C�'I'R.AL :JA,.'ilG.J.'V AjiD C£)I'TRAL EA. 'ne' . 

�A.'n{ OF' only: it excl uded "'n�liEh Subjects domiciled .n France 

and '8ngl flh sub.:leck \"ith <>ecuritlee held in France v:ho 

could not effect their sale on the Londvn �arket. 

The firr·t parcel of S�curit..let: was received 

from the Bank or France by th'J Sank of 'l':ngland or. the lat 

March 1916. but as there was acme deJay before an fl.rrang".'­

ment was arrived at bet\�een th',' Treasury and the Committee 

of' the Stock '-;xchal'.ge by · .... hieh the btter (.I.�reed to 111 QV! 

the iSl,ue of Certlficf1tea fuara.nteein� that the ;ecurity 

mentioned thcreon had been exprer:sly pacned by the 

Com-lttee as a 'ood dclivrry. no sales were effected 

until the �lat March 1916. 

The impositJ.on of "'1im:..tE" caused a nUlTlber 0'" 

orderc to be leN. unexecuted and in �rch 1919 the ,rokert: 

aCl<:ed the Bank of �land to caI atter,tion to thls, re­

querti� also that they might be relieved of respone 1bllity 

should they t'a1 1 .  '...,hen orices ,'le re fluctuatln� rapidly, to 

oeeure n bar�aln at the desired fi�ure. 

The London �'arket havin� been re-ooened for deal 

ings in the Spring of' 1920 the Bank et' Sn�land (lUp: .. erted 

that, in fairneso to the Stock �xchange ann oth"lr Bank!; , 

r'reneh and til' i. tioh, the time had com'J to r'Jvert to ordinary 

Channe!B ror the conduct of thls businef:,n, The [ank of 

Frar.ee aecord_rply fixed a date t'or its terminat or, viz . ,  

l£lt :une 1920, and on that day the balD.noe of Secw-itiee 

he Id by the Be.r.k of 8ngland 'Se hD.r:ded tc W.se r, . Panmw-e, 

�ordon & Company . 
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"",xx OF 
nw:CF. 

Prom 

29 ��a.r . 

29 

29 

29 

" 

The 1'01101 iT'@" Table glves the nomlr.al value of 

Securities rece ived and the amount realised by their [;ale. 

together with other particulars. 

No . of' Nominal iio. of' Amount Brokers ' 
To Parcels AmOl.mt Contracts real ioed 

'10 28 Mar .  '17  1"',027 £ 7 . 039. 664 14,412 £4. 83:. �8/, 

'17 28 '18 7. 236 2 . 386. 8�4 � . 899 1 , 8')�. 669 

'18 28 '9 4. ::162 1. 41'16 , 69/' 5 . 624 1 .  394 .�64 

'19 28 '20 13 . 216 4, 1,00 . 797 13· 772 3, 90q , 89� 

'20 3 1  ��ay '20 1 . 220 310, 1"3 1 .  ] 73 21'11. 091 

70tala 41, 661 £1::;,�94 . 162 40. 880 £12. 284. 60 1  

broker!" Com:n:o.Doion: - ;n addi tior. to the aUJn of £48 , 798 

the Brokers earned a f'urther amount 

of about £5 . 000 f'or COIlL'lIifT on on 

Mob!lised Securitles sold to the 

Treaflury . 

Dividendo , Coupon�, &c . : - Coupons cached and Dividendo 

collected by th� Securities Office 

amounted approximately to £50. 9r,0. 

The Bank of' F.nfland made no charge for the ir 

r.ervicec, althoURh apart !'ram any question of" rent. coat 

of tationery , etc. , some £1, "iOO a year "fIas u.bcorbed ir. 

the salarieD of the sta � en�aged on the work: and aD 

mertioned above the whole of the Com.<:"I.ics.1or. finD taker. by 

the Grokern . 

Commission 

£14, 661 

8 , r)35 

7. 02� 

1 1 . 412 

1 , 16::; 
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�ANK OF 
?R.A.\j:;r' • 

CHAPTER V�II 

All trannactionn in conr.ection w�th the sale of 

,ecuritiee were pasced throu�h an account dec_fr.ated 

"Eank of France.  Special Account " .  
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CHAPI'ER V!II 

C�TRAL BANKING A...'ID �NTRAL BA.-W:� . 

NATIONAL BANK OF' BELGIT;!I . 

It may be o� interest to note that on the 8th 

of August 1914 the Bank of England tele�raphed to the 

National Bank of Belgium to enquire whether they could 

furnish ourrency for the British Army, �ainst a credit 

to be opened here in their favour . The proposal " .. as 

cance lled two days later by the Treasury, who then found 

th:,t the 'Var Orrice, with less optimis�. had mD..de their 

arraO'lements w..lth the French Gcvernmel".t. A l.ttle 

later, the �ermanB demanded the same service from the 

�atlonal 8ank of Eel�lure, but the latter ' s  protect on 

this occasion seems to have been, at least techn.ca l l y .  

succeosfu l .  

�os!.t Of Boxes &0. 
On the 8th August also the National bank of 

Belgium wrote to the Bank at' �ngland to ask whether they 

would rece ive for ou�;tody un amount in soverei!,,:n!.;, various 

boxe s ,  etc Eetween the -.-Oth August and the end of' the 

year, but mOstly in the f'irst 10 days of' September ,  no 

lea!] than oorne 4 , 000 box�fl, bags and baskets were !iO lodged. 

The deposit oonsisted of the metalliC reserve of the Head 

Off"ioe in !;rusf.e18 '-nd of certa.J.l'! Branches ,  in the form of 

�old a.nd sHver ( coin and ba.rs )  all of which had been 

transferred to t h e  Antwerp Branch on �rd AUp'ust; of' 

5eUl.J.an Bank �ote8 ready for .J.SGue . of Securlt�es of' the 

State , of' the t:o.isse d ' Epargne et de Retraite . and of other 
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CHAPl'ER VIII 

Cli'N'ffiAL BA:iKING A.\"1) �''i'RAL EA..�KS . 

'iATlONAT, parties, of' plates and other appara.tus for printJ.r.� Notes, 
?A.�K OF 
BSWItiM. etc. * 

On the lOth October, the date of' the "'fJ.ll of' 

Antwerp, the National Bank of' Belglum, writin� from Os tend, 

asked that their delegates might withdraw 10, 000. 000 gold 

francs and a similar amount of Bank �ote8 required ror the 

needs of the 5elgian Government. Berore thcGe inotruc-

tlona oould be carried out they ".:ere countermanded ,  About 

the 17th October it was decided that a temporary O�ice of 

the Bank should be opened at Havre, and on the 19th 

10. 000 . 000 !'ranos 1n Notes were permitted to be taken out 

of' d"Doait here and were shlpped thlther . ... 

In mid-October the German Authorities �n Bel�i�� 

threatened to close the Bank altogether Wllet;c the latter 

succeeded in obtainin� the redelivery of' the valuab les in 

the Bank of �ngland . Fearing that a rerusal would only 

mean the establishment of ll. GerTl8,.n bp.nk in "ielgJ.UJn. the 

Natlonul Bank consented to send representatives to Londor; 

these arrived at the end of October but. aft�r rererenc� 

to the Bel�ian Government, their applicat on was ref'ut:ed 

by the Bank of En�land. This failure to finance Oermary 

produced various unpleasant results to the National Sank 

*The 'r'�o.Burer of the City of Ant¥.ero also deposited 7 
bailketc here on th� �th S:eptcmber 1914. These were With­
drawn in January 191 . 

+Th,e 'lg.Lan Gov"rnment was in Brussels unt ... l the 17th 
AUp'ust 1914. Representatives of the National :m.nk of 
'elg ll.'11 were at Antwerp by the 2�th AUp'ust and unti 1 the 
10th September. On the 11th S�ptember and thenceforNard 
till the end of the War the Administrators of the �nk 
..... crr t the E�l�l�"n Lagation, London . 
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THI •• �. 0' !MOI.AND. '"' 10" 

;I"T:ONAL of Belgium which r.a,y be at.udled in the .r Report to the 
3AllK OF 
BEWrtJ}f King or Belg:uro 01' the years 1)14··1;1111. a. copy ot: wh ch 

Wa.B sent to the Bank of Engle.nd a.fter the War . 

�n the middle of January 1}15 the Bank of 

England were instructed not to recognise any delivexy 

orders unless Signed by the Director at Havre This 

veto was followed on the 25th by one in the nar..e of the 

Conse�l de l ' AdmlniBtrat�on of the Nation�l Bank of 

Belgium, luBued with the object of e�tabllBhind s:milar 

reBtra�nt .n favour of themselves The la;at na:::.cd 

letter wal3 8.ldsumed to have been wr�tten under .netruc-

t�ons from the at:rman Authorities and was .;.gnored n 

March, however, an author�ty s i milarly 6�ned and cover 

lug certain depos .ts was conf'ir.::J.ed by the s�gne.ture at 

the Director at Havre �n these circ�Btance6 the Bank 

rcrcrrcd the matter to the Treasury , and as a result 

wrote that they were debarr�d rrom comp�ing w�th the 

request by the provisions of the " Trading w1th the Ener:w 

Act, 1)14" 

1 , 000, 000 one franc pieces were Shipped from 

her� to the Congo in January 1}15 for the Banque du Congo 

Belge, and turther acceao was had to the depos.ts on 

sever�l occasions during the War for the purpose of w1th-

drawing a part of the content:> . On one occal;l )n s i lver 

bars were removed and subsequent� returned �n the rorm 

':';xch8.J'ld;e wen' taken Jut t( be presented :for p�cnt ..... hen 

Arraneed b;,.- S .J.lontag-u &: Co 
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CHAPI'E:R VII:r 

CENTRAL BA,.'\fKING AND C"'ifI'RAL BA.'fKS. 

::Al'IONAL the Bel�lu'!'l Moratorium should expire on 1st W.arch; ar.d 
3A.'IK OF 
ESLOIUM. apparatus �or printing �otes or the Bar-que du Congo f,eIg,e 

was released to that Bank in October 1916, on their 

�lv_'nlil' an underto.kinl':' not to part w.th it without the 

a.uthor 1 ty of" Sir A. Thring , the Parllamentary Counsel. 

As the Da.nk of' li;ngland took no official oo"ni-

sance of the contentH of the boxe s ,  the va.rious specif'ic 

.�. i thdre,\'I'ala caueed them a. 11 ttle embarrasamer. t .  

The ret:lB.inin� deposits. Yi t h  the except on of 

£680. 000 in �old received in A�ust and September 1914 

1'1'om the London r:ounty & "!estminster Ba.nk and Barilwe, 

were removed in February and Warch 1919. 

""t. 1'.17 a.nd weivhed l�O tons. 

"'hey numbered 

The gold re:t'erred to ";a.s t.aken over by t.he bank 

of En�1and in September 1919 in exchar�e for a. si�ilar 

amount held by the Netherlands Eank, Amst.erdam . 

Feder'l.l Reserve Bank of New York supra . j  
Q;rawin� AC9<?Ul!t. . 

(Vide 

The account was opened on the 2�th August 1914 

and the Bank o'f ';;:ngland consented to discount "wl thout 

recourse" the pre-Moratoriurn Bills wh ... ch M. Ca.rller-

bro\W;ht over from Ant. ... ;erp. These 8.fflre�te d £261. �97:19 : 4. 

T;;ffeota t.otallin� over £2, � 70.000 were also lod,\ed 'for 

collection, and when the Germans reached the Head Office 

... n IirusGels on the 'lllt August t.hey t'oW'.d neither Cash 

Reserves nor other �f''''ects of \ialue 

'!'he account. >1.--=..; debited da.ily with the amount 

-Mons .eur F .Carlier waB a Director of the ��ational Bank. 
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CHAPl'ER VIII 

:;,\::'IO:fAL of' Notes cashed ror re:t'\lJi'ees (see below and the routine 
3A.'iK OF' 
BEUJIW. correspondence arisinv out of this and the col1ect.l.on of 

drafts during the Wllr was considerable. 

Al operat' ona on the General Account were 

carried out thro�h the Havre Branch exclusively until 

December 1918, when the National Bank returned to Srussels. 

191/· 

The Havre Branch was closed on the 13th March 

In this month the N�tional Bank wrote a letter 

to the Governor warmly expI�ssin� their gratitude for the 

eerVl.cea rendered them by the Bank of' Er.�land a�1d en­

closing 1 , 000 guineas for distribution amon� the Start. 

This Q;ift was hn.nded to the Bank Provident Society 

In add .ticn to the General Account certain 

subaid.l.llry accounts .,.:ere opened, of' which the !!lost im 

portant were the "A.G.Account" ( .·anuary 191'1 , th, 

"(fouvernement Iiel..-.;e" ( September 19201 and the " Be1�ian 

Government Reparations" (Aue:ust 1921) Accounts. The 

first named was understood to dispose of funds be1ong­

inli!' to the Belfio.n Government derived from the 9ritLsh 

Treasury , 

A further account in the name of the "B·J1 .. io.n 

Government Reconstruction Account A' was opened on the 

8th :a.nuary 1919 and this wa.s mainly operated upon by 

the Xatiom 1 Bank. .Lt Vias closed on the 1st September 

1921. 

The �i�ureB of the _ccounts follow: t \"1 11 

be noticed t�t by 1921 the business trar.�a.cted throuph 

the Jank of :ng1and had been reduced to very sm�11 

proportions 
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NATIONAL 
SAllK OF 
3EunUM . 

1914 

19Fi 

1916 

1.917 

1.918 

1919 

1920 

1921 

l( 19 

1920 

1921 

1920 

l'l21 

,,," " H "  O' UOU.HD. 'f1_n', 

CHAPTER VI: I 

C:;:''VTRAL EAm<INr, .A.'ffi CE:NTRAL EA..'iKS. 

gen�r!!L �Q�ount . 

No. of Average p ' . ... �nlmu-
Del:1Hs �alat"l9!1;! !2.�J�ce 

1 , 70? £1,301, 711) £280, 000 

8), £1,372.220 £284 .087 

1. 348 £206 .�24 £lO , 491i 

1 ,  971 £193 , 341 £') 7 , 9 71, 

2 , 10') £112 . ,90 £2').294 

126 £50, 927 £7, 160 

2)6 £10, �oo £738 

6 £8, 282 £7,497 

?>._G.ACfOur.:t. . • 

(Opel"-ed 7th ;a..'1uary 1919 

48) £62 , 72 7  £91=;, 184 

8) £2. 747 £)6 

1 £849 £8/9 

�!1;!lgian_90���D�ent Acco��. 

(Opened l'th September 1920) 

£:"0 ,  194 £3.209 

£10,437 £4 

overdrawn 

overdrawt' 

�Cloaed 9th November 1921 ( trans�er�ed to General Accour.t) 
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�iATIONAL 
BA.1K OF 
BEIflIUM. 

1(/21 

1919 

H2O 

1921 

T" • •••• o • •• OLA�D, ,,' ........... 

CFt\.f"l'SR VIII 

��lg�an G�ver��ent Re�ara�ior.G AC90un�. 

(Ouened 8th August 1921 

No, 0< 
Q§bi te 

19 

Avera..ge 
Fia1!!-l')p.§. 

£2�,41)9 

1:inimwn 
!!f!cl �nc5! 

£QOO 

fu! 1,,·1{Ln J)pverl1meJ')t - Reco10Eltr!lflH9!L ' A ' 

(Opened 8th January 1919) 

946 £71,598 i:l70,Ob2 

�66 £4'-9, 298 £58,446 

99 £392. 911 £52, 462 

Acgount· 

o\:erdrawn 
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TMO •• �. O. 0.0,-,".0, '"4-1U,_ 

CHAt-"""'TE:R v:;:n 

�:;:"'iTRAL EAi'flCIN'} A.'ID o.:NTRAL IiA.'fl{S. 

NATIOliAL SANK OF 5ELOlt,lo:. 

(Vide C . C. O. Correspondence files 213 & 493, 18) 

The National Bank of Bel�ium desired both to 

help refUp.eea from Belgium and to orevent the occurrence 

of a depreciation in the Bank ' s  Notes, which would occur 

if apeculators were allowed to take advar.tage of' the 

re�eeB '  distress They accordingly made arran�emento, 

not only in 8ngland but al�o in Holland, France and 

Switzerland, to cash their Notes for bona fide refU¥ees 

at a favourab le rate. 

fixed a.t 215 ' �O a.r.d remained unchanged ur.tll the :>7th 

April 1915. Office acccmncdation and the assistance of 

a few Clerks was provided free- by the Bank of '8n�land 

and on the �rd Seotember 1914 the work of oa�ent be�an 

in the Issue Office, but was almost at once tranuf�rred 

to the Rotunda . (01 v idend 1-'8iY Of'fioe 

The Staf' of the National Bank employed on the 

work consisted originally of' one Clerk only. Othero were 

su�pl�ed af'ter a day or two by the Be lgian Consulate and. 

after a few weeko, by the National Bank. The number of' 

Clerks lent by the i;ank of England varied t'rom about two 

to seven; the Staff' ot' the National Bank reach ed a. 

m'.l.ximur.l of f' i ve. 

�he oonduct of' the busine�� 1n French or Flemluh, 

the calculation ot' the BQ�S payable in sterllr.p, the ex­

'.I.rniPAtion and ttarkinl ot' passports or ident�ty cards . and 

��;to.tloncry sup: 1 ed wa.! charF!'ed to the National Bank of' 
:)e 19i urn • 
• 

See a1ao Branohes Section, Chapter �X . 
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TMO ••• " O. ""DU"D, , ............ 

CHAPl'E'R VI:: I 

C ...... 'i1'RAL EA,'iKING A..'ID CSifTRAL BAL'fKS. 

':A'l'IONAI, the neceseity which aoon arose of' reatrictinu each 
SA:rK OF' 
BElJJIlW. a.pnlicant to the encashment of' a limited amount of' Notes 

per fortnight, made payment a len�thy procesa and the 

Sta.ff for a time 'Nas quite inadequate to cope with the 

growing numbers of refugees. Mter the first two daye, 

pnyment was made as far as pos�ible in gold, and Notes 

were not again used until late in 191�. 

The crowd of Beluian refUgees was Rreatcat be­

tween t!onday, the l?th OctOber, and Saturde,y, the 24th 

October 1914. "'hUB , or. JI:onday , the 19th October. r,Q 

1eae than 1, 023 persona ""ere paid over the counter. 

Inoludir.1l deper.dant£, it ... 8 probable that 1', , 000 r,e�.iar.s 

p:,eoed throWl'h the Bank or, that day. About this time 

the crowd sometimes stretched from the Rotunda doW!'. the 

central pascage� to the Prinoes Street entrar.ce and 

round pact the Ouard Room into the Garden. Chairs were 

provided by the Bank or �gland in the corridors and 

trays of re1'reahmenta ",,'ere cIJ.rried round the waitin!.'; 

queue . On Borne evenings applicants in the Bank at 4 

o ' c lock, the then closing time, were not paid and out 

of the buildin� until 7 or 8 o ' clock. 

Previous to the estabL.shment of the Comite' 

Central'J d'Eohan!le (referred to below), ref'uo;o:ees were 

permitted to encash s�ll aoour.ts of Bel�ian NoteL w�th 

the �outh �£tern & Chatham Ra�l��y. These Notes were 

per .odica.11y presel.ted by the Company and po.. d here .t 

the rate current t ;he time for the exchan!lC of re�C�8 ' 
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;,r:'IO�AI� 
.!A:fK OF' 
�,lJ}W!�. 

CHAP'lER VIII 

C�\'TRAL EA.'iKING A.'fD CENTRAL EA.'iKf' . 

Notes. 

'\rtJ.en the refugees had settled down all over 

the Country , the encuehment of their Notes by poot and 

by the makin� of remittances to other Bankers was also 

undertaken. At first Bank Note s ,  Currency Notes and 

Postal Ordero had to be sent by registered poat; later 

it was poasible in most cases to tr".namit the proceed a 

by che'1ue . The c�nce lled Belgian Notes and the 

Be l�ian Si lver Coin which had been exchan,("ed were sent 

from time to time to the Havre Eranoh . 

The Nat.onal Bank also undertook to receive 

cash in London and to issue circular credits pnyable Ll'. 

the unlnvaded parts of Eel�ium (especially Ypres and 

Poper :n@"he; . Eoth this work and the encashment o"f 

Notes continued th:rou�h the "/ar. 

The payment o"f Be 19ian Bank Notes ga.ve ri se 

to many di f'f" lcul ties. Almost at once t beoame neoes-

sary to introduce th' Rc,("ulation that no more than 

Fes . l , OOO should be cashed by any one person in a fort-

n i.ll.;ht. Considerable trouble. however, was experienced 

in ensuri� the observance ot this rule s nce, altho�h 

a.pplicants were required to produee identity cards �nd 

a"fterwards passport£>. which were marked i th each pay_ 

mlO!nt, it becar.:Je evident aft/or a. tew months that it waa 

poss ble to obtn_n further passports in ,e!gium without 

Sllrrender.l.llg' the old or.es. A fresh serLee of identity 

ca.rds was next .sf\ued. but duplioates o"f these a1ao were 
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T .. � ..... O. �H"C.��. It" "" 

CHAP'lER VIII 

CENTRAL 6A.t'1Knm .A.�D CENTRAL EA.'iKS. 

jA�IONAL forthcominll , until respons ibility was vested exclusively 
?Ai'l'K OF 
ll':UJIUM. in the Caro1te Centrllle . 

The privile�e of cashing Notes had been origin­

ally intended solely for genuine refUgees, and this �ave 

riee to complaints on the part of l<;nglish subjects and 

other bona fide holders. Suitable concessione however 

were made from t�me to time to these applicants. 

About December 1914 suspicion began to be orouaed 

that some Bello{ians were actin!,\, on behalf of Ge:nna.r.s ar:d 

Vlere taking the gold vri th \,Ih�ch they l'Iere paid out of the 

Country . There wau at this t:me no rcstrictior. or. the 

removal of iloId from Sngland by alien Allies: alien 

'!:nemiel" ,  however. on whom . earlier. considerable quar.t.ities 

of Ilold had been found, were restricted to £1 apiece. 

Several London and foreilln Banks and also many �nllllsh 

Brokers and �:oneychanf;!'er6 were alle�ed to be deallng in 

the Notes. 

In these Circumstances, the �reasury isoued a. 

warning , on the �th February 1915, that the considerable 

'lU8.nti tieo of' Be l!<,ian Notes which were be ing oft'ered for 

sale in London probably come from Enemy souroes and that 

their purchase either at faoe \alue or ftt a diSOOunt should 

be avoided. 

As before stated, the amo\l:'.t of Notes cachable 

for each re�ee was �t first Fos . l, OOO per fortni�ht. [y 

the end of Mnrch 19lk this had been reduced to Fcs . �OO . �n 

March t.he 'lank r.oticed that certair. re:t'u>.'el'E. 'l.ft.f:'r cashinp; 
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CHAPTER V: II 

CENTRAl BAt'iKING At'lD CEX'ffiA.L BANKS. 

XATlONAL their ma.ximu::l here proceeded to the -:ect �d Ofi'ice of' 
ilA.,\K OF' 
!E:lIJIUJt.. the Societe lJer-erale ,+ who accepted further Notes at a 

leeu favourable rate of exc�Ar.ge. ':,'hen the attention 

of the Societe Generale was called to the Treasury 

f),nnouncement, they stated that they had not re�!lrdcd it 

as prohibitive, and they al eged that other dealcrc had 

taken the same view. The practice of the Societe 

aE!nerale was however discontinued by them 'l,t the expresc 

request of the Treasury. 

;n April a Belgian Company informed the Eank 

of Bng-land that they had large sterlir.g balar.ces in 

Lendor. which they des red to exchar.ge for florin credits 

In Hollar.a. using the latter to purchase Jel�lan Notes 

at a depreciated value and retaining the Notes unt I they 

could be remitted to Bel£l'lU!ll at a prcfit. The Bank he Id 

that such transacticns were not permissible, since the 

immedl:tte result would be an advar.ta.Q:e to cccuoants of' 

Enemy Territory, to whose eft'orts to exchal¥B Bell.rla.n 

Notea in Holland f'or Dutch cuxrency was attributable that 

very state of' the exchal1Ke to which alone was due the 

possibility of fUtuxe profit. 

The Na.tional Bank had been fcrbidden by Germany 

to issue or re-lscue Notes after the 22nd December 191�, 

and exolusive power ot' Note is�ue was conferred on the 

Scc.ete Generale dt B�lgique. * 

"''''he 'National Bank ' s  privilege ,,'as withdrawn ostenc ... b ly on 
account of' certain advances .,.:h ... ch had been ma.de to the Govern_ 
ment on the outbreak of' '.'ar in contravention of its statutet'o 
·Sooiete �enerale poux favorieer le Developpe�ent du Co�erce 
et de l ' Industrle en France 
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CHAi-"TER V r I 

CE.'frRAL 9A.'nCWJ AND CENTRAL 9A.'l}{S 

:lATrONAL The National Sank's arrangements f0r PfW�ng 
'\ANI( OF 
9EW� their Notes in England, France, Holland and Swltzerland 

at a high rate of exchange undoubtedly made �t profitable 

for Germany to send the Notes abroad for real isation 

The �ree.te6t amount of Notes cashed on any one day was 

some Fcs .)OO, OOO and the daily average wal> about 

Fcs .120, OOO It was contended that these f' :gu:res were 

not excessive for Belgians who had to subs.et on their 

own resotn'ces The total nu�er of refUgees from 

Be1g�ur.\ was oald to be 200, 000 and t was estimated 

that perhaps 170,000 of the.;e were at f'irut 11V.ing on 

che.r'.ty or had to obtain work But there was little 

doubt that the facilities were in fact abused �d that 

deal�ng6 took place for Ene� beneflt 3y Apr.l 1)15 

the J( ternor f'e1 t that .further steps ohou1d be taken to 

put " every pO!;lsible obstacle ':'n the WB\Y of the specula 

"tors, seeing that their operations without doubt con 

'at�tute one of' the channels throue;h which the Germal"W 

"are enabled to add to some extent to the�r !;ltock of 

" gold So long as Belgian Notes arc cashed here, it ls 

"well-nigh impossiblc to prevent speculatlon 11 .thout at 

·the se.;:le time g .v':'ng cause for grievance to persons 

"whose transs.ctiona, though quite bona f'ide, :�. f'or some 

"reason or other fall under susp:cion " (L .21/4/15 f'rcm 

Lord CunlU'fe to la.Brand of the Cornhill COQtn.ttee 

Over <1>1,500,000 had nO\li been pald awa.v and 

the Governor sugee�ted that �otes should no 10nder be 

caShed at anyth�� but the current rate of exch�e 
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CHAPTER v;:r! 

CENTRAL BAi'fKIXG h..'fD CgN'I'RAL SAiiKS .  

;iA7IONAL The alteration wan made on the 27th Apri l ,  1'rom which date 
3A.'iK OF 
B'i;U}lUV. the hi�her rate of the cheque quotatio)". on Paris, trans-

m tted day by day through the Havre Or�i ce . became the 

exchan�e rat'! at which Notes were paid. 

Conferences also took place at this time between 

the �overnor, Sir John Rra.dbury, the Attorney General, the 

Parliamentary Counsel aJ"'!d 1:. Carlier of' the National Sank 

of' Be 19;ium, to consider whether the .further import of 

Notes should not be closely regulated or even prohibited 

alto�ether. As a result, e. Proclama.tior_ "':as _sLued, on 

the '-th May .  f'orbidding the entry _nto the United KinJ;ldom 

of any Bel�ian Bank Notes. 

These two chamo::cs were not brought o.bout w. thout 

proteat by the D.rector at Havre , who considered t.hat they 

would reflect discredit on the National Bank; but the Bar.k 

of �n�land did the ir best to persuade him thut h s opinion 

was not well �rounded. 

The Proclamation tho�h formally imposing an 

absolute prohibltlon was not intended to deprive re�ees 

of all their Notes, but to enable such importa to be 

treated as exoeptional and thus to limit them in amount. 

By the 9th ,ilme it had been arrar.lled that individuals 

mi�ht brinK in Notes for ?�O francs, and fam.lie& �OO 

t"ranca . Any excesl3 wa.� to be returned to Hollu.nd or 

France , or handed over to a. new Co:nmittee entitled the 

CO�4te Centr�le d :c��ge {A, Eishops�a.te,  E . � .  for the 

cred.t of" any person to whom there had been iasued by 
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�A7IO:iAL 
3A.'1K OF' 
'%:rlUM. 

CHAP'IER V:::II 

them a card of identification. ?he Cotn.::li ttee were to 

see that the :iotea were used solely 1'or persona) expense" 

1n this �ountry. Sel�ian 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'iaca.tion or detention until the end of' the 'far. 

A period of' Borne lnconvenience both to the Sank 

and to the refUgees ensued, as the Committee d1d not be�in 

to discharge its functions until ,July, a.r.d, .m the mean­

time. Noteb confiscated by the Customs e.acuoulated at the 

Bank of En..-.;land. (Such Notes were retu:!'na.ble to France 

or Holland on Burrer.der of the receipt �lven by the Custcmo 

Authoritif'sl 

The CO'll::littee consisted of' M. Hector Carlic� ar.d 

:five or six oth<::r Eelgiar.s, ar.d its chle:f duLes Vlere to 

lBoue dent ty cards to 5el��an Subjects and decide upon 

the amount that mi�ht be dra� by them. TIle r:"I!l.X.l.. :UJ:I per-

mitted wa& Fcs . �OO each :fortnight . Sub iectr; o:f Great 

Eritain and her other Allies were dealt \'I.th by the Bank 

o:f 1i:ngland . 

On the 1st January 1917 the Com�ittee iL�ued an 

Order co�pe llin� holders to depos�t uel�ian Notes �:f they 

YfJ.shed to reta..n the opportunity o:f bein� able to exchan'ie 

the'!! later. '!'his procedure had the e:f"ect of' fixi.r." the 

amount of" the outstandinl.": total of' ifotes I':hich were 

exchangeable. 

'!'he total 0" 13· 19:...an )ioles cM.hed amour.ted to 

-A brother or Monsieur F .Carlier . 
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TMO .,." 0' UO ..... "O. ""--1 .. " 

CHA2TE� VIII 

:IATlQ.1AL F'cs . 60,  ";6, 9"1- 47. an equivalent of £2 , :;26, 016 : 18 : 6 ,  
3"';nc OF 

"B1/JIUM. (which repreaento an aver8.,l<e excha.n�e rat(! of 21 ' 94) .  

In Jo.nuary and February 191':t the refl.l.'!ees bop-'.n 

to return to their own Country and the reverse proces! 

of chan�inv their savings .n ��lish money into Notcs of 

their own currency was begun, this couree being rendered 

possible by a r!'laxation af'ter the Armlst. ce of the Regu­

In.tiona v;hich p;overoed Belgian Bank Notes; and on the 

l"th 1-'arch 1919 the National Bank ceased their operatLons 

w thin the Bank of En�la.nd. 

A rew Notes (some Fes . !':, 000) remained W"lclalr:'led 

at the Bank of 1i:nglalld until July 1920, ',':her. th'" Xo.tiO!1a! 

Bank ofTered to relieve the Bar.k of Er.glar.d o"f the trouble 

of' !3etthng with their ovmers (a.bout 20 in number). The 

Note., Wj;re accord�nll:ly sent to Brus�,els and thus term�n-

ated an arra.ngement aspect!': of' \'.'hich were likely to make 

it lon� remembered in the Ba.nk 
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T". "H, OF ONO .... "D. ,." -'UL 

CHAfTER V: 

NETrGRLA.'IDS 9A..� . ..  

This Account was opened under an Order of Court 

dated the 12th November 1914 : but although a l l  conditions 

for operELting upon it :ere then duly laid down , ne trELns-

ELotions had taken place by the end of August 1921 eo far 

as the current account was concerned. 

On the 7th October 1914, however, the NetherlandR 
e d 

Bank purchnsed at 78/1 per ounce bar gold a�ounti�� . at 

this price, to £201,,91 : 1S :  -. 

custody of the "lank of ;;ngland, who made a quarterly 

charge at the rate of fo per cent. per unn�, the rate 

bei� increased to I per cent. as fro, the 9th August 1911;. 

In �rch 1918 a request was recei ved frorn the 

Netherlands Bank which ','as interpreted as a dei ire that 

fUrther 501d should be earmarked for then. The lank re 

pli"d intlr.lD.tinp: their rel{ret that "by general aRreemcnt " 

it had been found "necesi'ary to discont nu{;" th ' s  prc..ctice. 

It appeare d .  howeve r .  tha.t it \'.'as EL fresh depoult thlLt 

was contempla.ted, and on the 6th /.lay EL number of boxes 

were lodged by Mesf1ro. 3Iydenstein & Co. , which "'ere s0.1d 
, d 

to contu.in gold bars valued at �:87, 8"i' ('1 77/9 per oz .std. 

Upon this sum ac,'orduwly CO=18sion wa: also claimed o.nd 

paid. 

In June 1911 the Netherlands Bank �ade the 

proposul h t .his last-naned gold deposit ohould be ut 

ued t� take up "Jogl .sh Banker:' acceptances ;  but they 

stipulated tha the lve�trnent should at any tine be a 1n 

-3ee also Chaoter on �old and Sil-er: 101d 3hipnents to 
Folland. 

224 

Bank of England Archive (M7/158)



:E�­
lAWS 
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com'ertible into Fold. They also sugtested that both 

Institutions should keep a deposit of F:old :free of charge 

whereby the settlement of indebtedness between "reat 

Britain and Holland miRht be effected and the expenses 

of shipping specie avoided. 

the Bank declined. 

Both of these propos�ls 

The whole of the gold held here for the 

�etherlands Bank was exchanged on the 20th October 1919 

ag�lnst �old held by them in Amsterdan at that date for 

the �ederal Reser\'e Bank of �el -fork. (V l.de supra. . )  

Al thoup:h the nrawinp Account here wa� not 

operated upon 1\mds aClount illf! to £1,125. 000 vers rece h-�d 

fro� the �etherland� Bank in Aup,ust 1918 �or the credit 

of a jo nt account then ope�ed in the name of Sir . G .  

Arms trong "Nhl tworth & Co . ,  Ltd. , and Col one J J .  C C . Tonnet. 

Colonel Tonne t v.ro.s a Representative of the Munitions 

Bureau and the Dutch Government, and the account consi'te d 

of moneys due in respect of a munition contract m�de h�­

tween the Dutch Oovernr:lent and the arr:laments fi.rm in 

qUe stion. The ilethcrlands Bank was advised of all trans· 

actions on th 1 s account, 

n the first instance it ;as pro\iderl th�t the 

account should only be debited upon presentat�on of Bil s 

of' Lading or otht.r certif'ied documenta, which were tc be 

sent on to the �etht'rlands Rank. and the latter' s gold 

depoait with the Bank of' England ;as to be r-cgnrded as 

se cur ty .n case of a paynent �de in antic�pat�on of the 
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�HI eA •• 0< OHO .. ,.O, ." . ..... 

AND (;ENTRAl !3ANK3 

:.::l'H?:R- receipt of' 'funds . iut botn tnese provisions ',er\! dropped 

1..-1.;"1)5 
3A.'iK . almost at once . 

T'oe correspondence connected .1 tll tins aCt:ount 

as '�a.rrled on thr01J.,'!i1. tne ,ar Office unt il ,�arci1 1919 

and the ba-lance of the a,u<,: ount '1:a� c)':',ployed in 'l'roanury 

'31110 11.0 from September of til8.t year . The intul"unt thua 

earned "as paid to tiLe credit of tne Netncrlanda 8aw. at 

the London oint 'it�' "� �:idla.nd J8.nk t:iC (:lank of 1i:t1i"land 

:findinp tne:".nelvcB WUible to ac<.:edc to the a!t.clna"ivu of 

kecpil1P- a separate account for t.le Netncrlands Ba.nY. for 

the re. uipt of Bu<.:n int.erest and its reinvest cnt in 

'Treasury ,11ls . The joint account re��lned open at the 

end of AUt-rust 19:'1 . 

:n Bepte:nber 1919 the �etherlandll :1ank :.a.de m­

uiriea ao to the .Jaw. or El'lP'land ' a ;;:et.;lod or '.'ance llin;>: 

a.nd destroyiTlj� pu.id "!ank Notes . Tney tlta .. ed hat aey 

'ere klinkinf" or cilangin.' their o,"n ayat.err . . The part.icu-

lara were :furnio<1ed by the 33,nk and appear to have been or 

a!l"intance . 

The President or the NetherlandA 0a.nk throw'hout 

the period covcrcd :al'l Dr .Vi: 'erin,.' to ho:r. ref()l'cn,,;c ;ULfI 

been rr,a.(I,: else here . 
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TMI .... OF IHOCA"O . .... 192'. 

SATiO�AL 3�VK OF RO��LA. 

gold set aside . 

BetVle'.:n the "'ird April and 2"ith .November 19l"i 

£1 , 2"'"0 , 000 wus received throwh Mes2r�' . Buring Bros. S-

Co. T,td. , o.nd at the request of the Roumanian Minister 

in I,ondon ... :0.1> "Het aside " in the f'orm of sovereigns for 

the .National Bank of Roumanio., by " .. hon thil gold ·.I.I.S in­

cluded ac 0. part of" their metal lic reserve. The ;.iationul 

Bunk agreed to pay the ucual custody charge of t%, the 

f'ee being at "firflt receh-ed through the London '":OU!.ty & 

�:e stminater Bank, but subsequently. hon iuly 1916. be .nf: 

debt ted to the Jrain Purchases Account · .... h ich \I the only 

Drawing Account open{'d . (One letter, dated 27th llarch 

191?, authorising c deb�t of th�s description did r.ot 

reach the lank until January 1919) 

The amount o� gold held as unchanKed on the 

"'i1st A�ust 192], 

�oumanian .Note s. 

In 1917 the Bank of "Sngland lent their aa� i!"1Ul.nce 

in for,:o.rdlng to the No.tlOna.l Sank at JaSGy u. number of 

cl.;e of' the latter' � :1ank (iotes, which cere transmitted 

here by the do,nk of' Fro.nce o,nd which, puinted v-' th the 

Roumanian lationa1 colours and acconpanled by a Ro��nlan 

R.(:pre entuti1e, v:er. sh1pped to their dlstinatlon lU 

Archangel. The la�t of the� consignr.:Jsnts vas Ja�cly 

reCCi'..:od in Rouno.niv. on the 'nd Nover.bc·r 191. 
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CHArTER VI:r 

lTaJn Purchase§ Acgount . 

�A-:'IONAL At the beginn1, . .,. of' 1916 the '1overn'1ent "lado 
3.A,'iK OF 
����A. an arrangenent �or the purchase of' Rouranian grain, 

agreein{< to provide £10.000. 000 in TJondon in the first 

six months of' the year, against �n equivalent aMount of 

lel to b� provided in Buchare st, the rate of exchan�c 

for the oonveroion of the gold referred to belo\" and of 

such sums as the .Natlonu1 Bank of n.oume.nia should draw 

to be 26' 2� until such tir.le as Peace should be declared, 

when 2"'22 \':us to be the rate for conversion of the 

balance then re�inlng. Of the £10. 000 000 in question 

,,�% :o·s to be set aside 1n goll1 for the No. t1000.1 Bank of' 

Roumania, the rer.alning 67$ be.ng placood to that Bank ' s  

credit on current account: the ".;ho1e SU/:l to be paid in 

fh'e equal instnlr.lents wi th':'n the ner od nanrd and throul�h 

the Bank of E�1and. 

In order that the credit should not be used for 

the ad"tLntoge of the E:ne ll\Y, the Agreement, (which '.'US dated 

2nd Februo.ry 1916), stipulated that the Rank of F:o,.;land 

should honour "in conformity with its rule s "  the drafts 

drawn by tht; National Bank of' Roumania; this phrase IIio.S 

inserted by the National Bank as affording to the P�nk or 

England , in a r:Ifl.nner ",'hich I':ould not arou:-.e critic .sm in 

Bucharest, !':leans of' preventing funds going. at leatlt 

d .rect1y, to eneny destinat-,-ons� the Nat onal jank \lICr<' 
unab le to g ve a epecific guarantee as to the UElC of the 

money other than an oral undertaking of' their Acting 

10vernor. To "leet the diN culty the Bank proposed that 
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CHAiTER V::'lI 

::A'"'IQIIAL all instructions "'or po.ynent gl ;en by the i'l'a.tiono.l Bank 
3A1�K OF 
:lOW.A.'ilA. should be communicated through the Foreign Office by 

H. B . M. Mini8t�r at Bucharest (Sir '3eorge Ba.rclay) . ';'his 

stipulation 'SflS not Dart of the Agreement itself and the 

National Rank of Roumania did not accede to it without a 

preliminary protest against it� Obligatory application 

on al occasions 

Payr.'lents out of the account ':(Ore r.Jade on Trol.­

sury authority qualified by a proviso that the transferees 

should guarantel2 th.o.t the payment would not Ilc('rul;'; to the 

benefit of the :ne�. fi:r�iculty arose on 

aion! owing to the London Cou.'1ty & 'e�tminbter �ank being 

unable to g�ve such an undertaking: instead of this. the 

guarantee of the Rout:".a.nian Min":'ster was accepted by the 

Treaaury for two or thref' transfers . 

Sinc� the Brit�sh �overnmer.t had practically 

made themselves re,'ponsible for it, the Grain Purchasc�J 

Account was opened, on the 21st February 1916, as 0. Public 

Account. The first instalment of £2,000.000 'as there · 

unon received and the account was debited .£660 ,000 for 

�old �et aside (and held on a. "No.2 Account" ) .  The Gold 

conaiateJ of sO',f(,reigns ; the Agreement speaking of' 

"SOUV€rfl.lns ou effectifs " .  

Four instalments of' £2,000. 000 'cere rcccl 'ed, 

the la t being on �lst June; after which , on 4th July 

(but to be regarded as taking place on the 21nt June ) a 

return of £1, 00('. 000 wa! .electe to the BritJ.sh Jovernme 1t. 
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JA:lmtAT, 
3A.'ffi,: OF' 
ROUU .. '1LA. 

C HiI..?'I'ER V I II 

The balance of the credit of' £10,000. 000, viz . .  £7, 000. 000 

·\'as never paid. Gold, ho\,:ever, to the extent of ;:�% of 

£8, 000. 000 was set aside, viz. , £2, 640.000, and this 1';8.S 

still held on 31st August 1921. In October 1916 

£�20, 934 : 10 :  7, being the equivalent (exchar�e rate un­

known) of the balance of lel at this Country ' s  disposaJ 

in Bucharest, ,':as paid to the Treasury f'rorn the current 

account here. 

On the 27th November 1916 the �ational Rank of 

ROUr.'lanio. transferred its ":ead Of''''.Lce to JasI.lY; :juchare,'t 

'as captured by the Gerr.:w.n arr.w early in I)ecer:-.ber. 

Considerable OJ:Iounts of the ":heat ',hieh the lriti Jh 

Governr.:ent had bought fell into the ha!1.ds of the Ene� 

on the ro.ilwny north-'.:est o:f the ::::a.pito.l. 

A Clause in the Agreenent provided that 

interest at I·to on the balance of the current account 

should be allowed "juaqu 'au jour de la conclusion de"la 

po.lx generale " , The charge ':as to be met by the British 

Government. Accordin�ly the account v.'as credited for 

the years ended 1st March 1917 and 1918 £l .. � ,  771 : 7 :  6 

and £118, 731 , 10 :  10 respectively; but although the 

interest !,'O.. computed for subsequent years the Treasury 

made no fUrther payments, on the ground that the Agree­

ment ,':as terminated by the Treaty of Peace with 'JeIT.lany. 

"hieh v'as igned ,n March 1918� This iaw of the matter 

i'rel .... minazy Treaty The Treaty -:;r Bucharest betWeen 
R.ou.��ia and the Central ,t'(;wers was concluded on the 7th 
��ay 1 )18 . 
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CHiu''!ER VI: I 

)jATIQNAL was di::!nuted by the ;�o.tional Ba.'1k of' Rouma.nia. and no 
3A.'fK OF 
ROUW��!A solution had been round by 31st August 1921 . •  

-rn March 19<�, on fUrther representations bcinp, mad�. the 
Treasury authorised payment of' interest, les� certain de 
duction�, up to and inclusive of 10th January 1920, the 
date of the coming into f'orce of the ':er:;o.l11ea ':'reaty and 
this �ettlemcnt :o.s accented. ':'he additionu.l interl:'at 
amounted to £;>?I t 109: 11:.: - - or, af'ter certain deduction=. 
£:16� ,292 ' 18 :  � .  
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SA...'JK OF' SPAL'l'. 

Upon the outbreak of lar the account of the 

Sank of Spain ( opened �Oth January 1913) became active, 

and up to the end of 1914 considerable payments were made 

ap,ainet telegraphic advices, principally to the Banco 

Espanol del Rio de la Plato,. 

Tn October a proposal was made to the Bank o�' 

Spain through the Sank of F:neland Whereby the for':ler Vier· 

to make Peseta pnyments ir Spain for F. 11.. Treasury to the 

extent, for the first month, of some �100. 000 at the ex­

chanp,e of 21',' ';0, against bar gold to be set aside; here I..t 
8 d 

the 9o.nk ' s  sel ling price of" 78/1. But this proposul 

proved abortl ve. 

The Bank of' 1:'ngland, however. conserted to eell 

bar gold to the Bank of Spain , and between the end of 

October 1914 and June 1916 1 . 00"'\,I:;<i7, ,29 ounces '3tandard 
8 d 

78/1 - £3, 918,01);:  1 :  8) were so disposed o�' , ."ales 

being usunlly about £200, 000 monthly; the �reater purt 

was grad1.lal1y shipped to the Bank of Spai.n ' s  Branche�, 

first to Vigo, then to Coruna , in consignments of 

£100, 000 or £200, 000 . - In addition to th s , the Sank 

sold ( 191, Il�) to the London Joint Stock Ban}; I"td. , for 

the 1ank of Spain, a further l"4, �30 ' 61)" ounces ;tandnrd 
• d d 

78/1 - £602, 9�"i ' - ;  "'i ) .  

·Up to June 1916 the Royal Mail Steam Packet Company 't;ere 
_xclusively employed: aftErwards the Nelson Lines shured 
the shipments :nsurnnce rates varied from 10/-� tn 
Janunry 191" to 2lj/6 (.".i th practica.lly no discpunt) �n ).fa.y 
1916. Tn the mme pt riod freight rose fron It to 1£%' 
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mhe Sank or Suain took advantage of the ract 

that the ir oountry was becoming a creditor nation to 

increase ita stock of gold, and in addi t ' on to the bar 

gold, no 1e�s than 11, 122, 000 sovereigns were taken 

from the Bank or �land for export to the Peninsulu In 

the yours 191� and 1916, The figure s given ut the end 

of this section show thut between the �th August 191, 

and the 10th March 1917 the legal reserve of �old re-

qutred v.p,ai!".!.t the 9o.nk of Spain ' s  Notcs v:al, on a mini-

��� cocputation, 2�' 8%, At the end or 19l�. 191� and 

1916 the actuo.1 gold holdings were 36 ' � .  46' 1 nnd 56 ' 3% 

of the circulBtion respectlvely.
-+ 

A part of the gold increase ... us dra\'m from the 

l;nited States 01' A!:lerica a.s well ns 1'ror:J Jrent Britain, 

though the ",train il"'.directly f'e11 on the Rank of :nglund, � 

�n August and October 191� the Bank expressed 

their rc�ret ut beinK unnble to supply any more bar gold 

for the time being. The reply of' the Bank of' Spain 

refern·d to the increase in their Note circulution throw,h 

" "In view or Spain ' s  abnormally large cxportu of manu­
factured goods, her reduoed i�port of coal, etc" and the 
large su�s earned in �elght by her shipping , the balance 
of' trade would appear to be largely in her favour and f'ail­
ing additional imports or investments abroad r.lUst presUMably 
be adjusted by Inports of p.o ld . " Foreign Off'ico L .  10/9/16 

The Bunk of �lnnd agreed in this view but trled to re­
strain such imports. since shipl"'lents ca�.e either fron London 
or from the United States of America the latter having to be 
replaced by fUrther shipnent !'rom the Cnited KingdOM to the 
United State8 of' A!!If.'-rLca.. (Gov, L, 1'�/8/l6) 

The ef"'ort8 at control by the Bll.nk and Forei;{n Of..-'ice 
were not however very 8UCCC -"fut. (\·idc L .  6/7. 17 in C, ", O. 
correspond,ncl �older 190) 
�The larde exportn )� gold to Spain oaused re::l8Xk in the 
House o� COmrlona , and it was a.lleged �n l}lS that gold d.r�wn 
f'ro�; Sp9.in (and Ind�rectly fT,\�'l po�tu.5al ) \laa f'lndifld !.te 
way to Ger18.ny (Vide r: , C .1' 137 
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CHAi'� V!I1 

3A:�K OF the pre taus !:lontha "' .. hleh, they a.lle�ed, r..ade J.t r.ccee. a.ry 
3PADI. 

ror them to acquire �old. They a.sked tha.t in default of 

ba.rs sovereigns !:light be shipped and they a.arured the Bank 

that the mcto.l would not leave their stronR roorns since 

it was required only vS 0. reoerve. They also expresoed 

their desire to retain in 2ngland aome £300 , 000 of gold 

which then remained unshipped. (Gold held in London , 

Paris or Ber)�n was permitted to fOrM rart of their 101d 

R.eaerve ) 

�y the end of' March 1 9 1 6 ,  however. the lank of' 

;rIf!:lo.nd felt thenselves obliged to af'rer nor, bnr �old in 

view of the fact thc.t large l'Iithdra'.va.la of' sove -eigna by 

French 9nnk� for export to Spain contlrued constantly to 

take place . over £2,0('0. 000 having be:n thus withdra','m ... n 

• 

the fir�t quart�r of the y�ar. �e8e wi thdrawals did not 

c�aac untll July. The of'f'er of' bars W(J.S a.ccepted and th(' 

3ank of' Spain expresccd u hope that they would be uble to 

do without the so veorehms , but pleaded the urgency of 

their �ote iS8ue cnc� morc. 

At the end of' June , howe ver, the Bank of' EnRlund 

deluyeri a shlpmr,nt on thf' ground that they were unab le to 

ef'fect insurance . and on the 8th August Vlrote to say tht�t 

they 1'ound themseJves "quite unable to comply w th your 

"requf It thot a further flr:Jount 01' bar 170ld nay be Bold to 

"you and retained her<- on your behalf, s nee, in view of 

"the diN'iculties v:h .ch are being exp�r:enecd on all s ... dc:: 

" 1 n  arrang ng the insurance incident upon cons h{n 19 s�ch 
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CHAiTF.R V- T 

BANK OF " purchases to the owners, the Bank a.re receivil1d numer�ua 

" requests to store gold, to which it Le lJnpo81 ible 1'or 

., them to accede " The 9ank still beld £706. 523. 5 . 11 

gold awe,ltine shlp::tent 

ThiS balance ot' gold remained unalterud until 

May 1)19, between when a.nd August it waS shlpped to VLgo 

and B ilba.o, the total number ot' consignmenta durlng the 

War be ... ng 22 . 

At the end of July l)li the Bank of Spain, hear 

1� that the export of' gold f'rom this COWltry was " perhaps 

to be allowed" , asked for a. further release of baxa The 

Bank replJ.ed that they ..... ere not o:f1'�rll16 B.l1.Y of' thuir ovm 

gold but that 8. reeJular supply would be available L n the 

market from mid-September. :t was decided later that the 

Bank should not undertake the office of' �enta 1'or thu 

purchase of' ouch gold on behalf' of the Bank of' Spa n 

A :further unsucceas:fu1 application :for 13:01d was 

made by the Bank of Spain '.n January 1}20 . The f'il3:urea 

of' the Drawing Account for the period are appended. from 

which it will be aeen that the account waG practloa1� 

dormant !'rom 1}16. 

Average Minimum 
Q.e.bJ.t-J!. Ba1e.n_c� Ba.1an� 

1)14 57 £668, 'tl £10,000 
lJl� 53 L513, 10 £3:11 
lJl 35 £lh, 61.i9 £63. 300 
1�17 1 £37.225 £33, 061 
l)lC £33,061 £33.061 
1}1) 9 £51,976 �:;I,417 
1920 1 .i51, 91< £29, 417 
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BA..'iK OF 
SPAL'l. 

31 Dec, 
1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1920 
CO�pared 
Vtith 1913 

CHAPTER v:r: 

":'EXTRAL BA.'iKI:m A;W ::2NTRAL B�:KS, 

A'jTtAL I�TAL R�S-e;RV"" 

Gold Silver Total 

Pesetas I Pesetas pesetas_ 
67�127,189 716, 29i ,082 1. 390, 418,  901 

720 , 331 . 49"i 708 , 856, 910 1, 429, 188, 404 

970 . 421, 062 752, 905,046 1 , 723,326, 108 

1 , 34 1 , 065, 909 741,041. 508 2 , 082, 10 7 , 4 1 7  

2 , 055, 901, 970 709,206,293 2 , 764, 108,263 

2 , 228,344, 423 641,394, 611 2 ,869, 739.034 

2 . 506.312, 819 629 . 887. 809 3, 136 . 200. 628 

2 , 539, 6 76 . 273 573, 567, 210 3, ll:,\, 24:,\ . 483 

+ .1 . 865 . 549. 084 - 142 . 723.872 ..- 1. 722.824,58:> 

ar • 276' 7'!> ar - 19' 9% • 123' 9% 

NOTES IN CIRC1..UTION 

r 

Proportion 
Gold - silver 

48 " 4  5 1 , 6 

5°' 4  49 ' 6 

56· 3 43' 7 

64' 4 35· 6 

74' 3 25' 7 

7 "  6 22' 4  

79' 8 20, 2  

61' 5 Ifi' 5 

"-3:- 1 - 33' 1 

Proportion of 
Proportion of Proport.ior. of Gold and Silver 

Notes Gold held Silver held conbined L + 31 Dec, Pesetas 
t9l3 1 , 931. 263, 500 34' 9% 3 7 ' O� 72. 

1914 1 , 973 , 639. 925 36'5% 35' 6% 72. 
1915 2, 100, 173, 900 46' l� 35' 8ilt 8.-
1916 2 . 360, 083. 500 56' 3" ,1' 4\\ 88� 
1917 2, 798 , 64 1 .  700 I 73' 4> 25 ' 3� 9 9)'" 
1918 3, �:::t4 , 288,425 6 6 ' 8� 19' �;\ 86;" 
1919 3 . 866,91Q, 750 64'9� 16- 3; ., 
1920 L 4 ,326, 249.31)0 58- 6$ 13' 2, 72� .. ... 

�. 3 • Figures taken fIor:'! Anuario i'inanciero y de Sociedad! s 
Anan . ':las je Espn.na, !,�drid 1921. 

, 

, 

• 
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CHA?l'ER v�r ... 

CElrI'RAL BANlC..WJ A...'ID CENTRAL BA....'nCS 

AA.:n{ OF 
S,-'A�N LE:lAL RE,W:::REMENTS AS TO �TALLIC COVER' r r Ya.x1mum 

D�te of clroul�tlon 
leg�l (in millions 

alterations of pesetas) 113 May 1)02 2, 000 

---"F -
by a 

To be i tota.l Metallio 
covered as to , Reserve of 

1,200 400 

1,200 - 1, 500 lOO 

1, 500 - 2, 000 350 

of' which and 
Gold Silver 

200 200 

120 60 

250 100 

5 Aug .1}14 2,500 2, 000 - 2,500 500 Gold or SlIver 

10 lI.oh .1}17 3. 000 2,500 - 3. 000 500 I 500 
6 Aog l;>lltl 3. 500 3, 000 - 3. 500 500 500 

2 Ja.nol)19j 4, 000 3. 500 - 4,000 500 I 500 

127 Dec.l)l::! 4.500 4,000 - 4.500 500 500 

3 . 430 
• - � 

7 0 0t.1)2OI 5. 000 up to 2,000 ;30 570 

2, 000 - 5, 000 2, 100 1, 600 -------
3. 030 2.370 I1 - ---

-

.1}14 

Li!:GAL REQUIREMENTS EXi-RESSED J;S 'RO.FORT ·ONS 

OF MiJ{ ¥MUM CIRCULATION . 

Metallic of which , 01' which 
Rel;lcrve (lold Silver 

57 "2 2;' "b (oinJ.mum) , 34"4 (maximum, 
"" 2. "6 "" 

360 

300 

660 

h .l}l7 

0.191) 

5 A"" 

10 Yc 

27 De 

� 
64 '3 35"6 

t--
76 "2 5)"i "' 1;1 '1 .. -l I t .1)20 60"6 47 "4 13 .;:: 

- � 

E
Table oonplled 1'rOI:l an a.rt�ole "La Duxe.cion y e l  �rlv!.lelit�o del Banco de pSP8.ll8." by S .Laborda ;.n "N1Je;3tro Tienpo" AtJ6Ust l,CO and the --Anuarlo 1ns.nC _ero y de Soo .edn.des Anonim.8.B de Eape.ns.·' l}2 l .  

! 
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CHAPTER V! I 

9.A,."1< OF PORTt:::;AL. 

The Bank of <:'ngland were first approached by 

the Bank of Portugal on the -':rd /I'.arch 1916 on the subject 

of a diff'lculty likely to arise in connection \I .... th the 

latter ' s  Bank Note 1I:::'ue . The printing of'the1ri>lotes 

was done by un 'Snglish firm, but the paper Vine mu.nufo.c-

tured by 0. French company. 1he Bank of Portugal :ere 

afraid that they might not succeed in gettin 0. licence 

for their pnper to be imported �nto �nglo.nd and they 

enquired whether, in the 8'rent of its being found :eOC8-

ellry to rna.nu�cture the paper i!l E�land, the 'Junk of 

England would be prepared to aSf"ume control of the �llnu­

f'o.cture s.nd under what conditions. 

�e Bank replied that, '(:hile at 0.11 times happy 

to render any assistance in their pO\':er, preSf'ure 0 .... work 

made it i�pos. ib1e at tha� tl�e to under�nke such a 

service . No more ""a.s hea.rd of this F.W.tter .  

On the 23rd Septer:lber 1916 the Bunk of Portu,w,l 

asked if they might open an account here: the balance 

would be considered as forming part of their Gold f«lsenes. 

The account ';as sanctioned by the Court on the 

;th October and \':as opened on the 2"3rd Nove�ber with a 

credit o� £100, 000. 

�e fi�ure6 for the account are '8 fo11ow. : _  

No. of Average 1!:inir:lu'1 
�bitll ?(l,1a.rt� Rt!-lance 

1917 £168, 7r::.O £100,000 
1918 £2�0. 00O £2fJO.OOO 

"'hi! balance rer.'lll-lned unchO.ngerl at the end of' Auvust 19:-'1 
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TN� " �K OF EH(lLANO. ,.,. "". 

�is a.ccount ,','8.8 opened in 1891 in COlt' ectior. 

v:ith a '1reek f,oan, but carried little or no balance and 

was almost dormflnt until August 1914 

During the .\'ar the account v.'as used lu.rt�e ]y as 

a medium for �kln� pay�ents to the United States , chiefly . 

it v:us believed, for grain purchase: . lith this ob iect 

tn "'law the National Bank of Greece asked the 9ank i� 

August 1914 to open a credit for the �atLonal Hank of 

:o�erce . �ew York, but the proposal ;a,: refU�ed on the 

K'round that it was contrary to the ;:lank ' p:ro.ctice to p:h"e 

their acceptance. 

In January 1916 the Vice Jovernor o� the �ationll.l 

gank of Greece VI'l.S in f,ondon and al. n.gre(;m·.mt \':0.8 mo.de �n 

the follOlo:inp: "'.arch whereby the na.nk of' :ngland undertook 

to allow interest, /Lt the London :::::learinl" -:(L!"lkers Rate. 

on the balance of' the account in excess of' .£2' .or)o provided 

the toto.l bv.lance "did not very greatly exceed £1, 000. 000". 

Thie deposit of' £1,000. 000 was undtrstood to be a, basis 

Il.ga,inet which an issue of Notes could be mll.de . 

In Jll.nuary the National Bank of' Greece alao pro­

posed thll.t their u.ccount should be credj,ted upon the receIpt 

her� of' the Single hal 'e of Bank Note� . They tltted ttllit 

at thll:l . me they held about .ilOO. OOO of' auch Note . . "hl'h 

they rAd rece�ved directly or lnd.rectly from the lrlt,ah 

:xped ... t�onery Force , and that. in def'ault of' Borne auch 

Il.rrangemElnt, they :ouId be unable to tnke the \'ote'9 except 
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ClW'F"'...R V -: I 

�A�:O�AL at a very considerable discount, because of the d.fficulty 
3A.'lli OF 

and high cost of insurance. The s1Jgge etion v;a. accepted, 

but appears never to have been put .nto practice. 

Aa mentioned above, the Bank of �nglnnd h�d from 

t ime to time transferred .Ur:lS to New York at the exchange 

of the day for the National �ank of Greece, in particular 

to the National City Bank, and in March 1916 the lunk 

were aaked to open a sight account in dollar, in the name 

of the il'ational P,ank of :treeee. This account it �n8 �aid 

might "run up to Borne '1>...,/6. 000. 000" . �e National junk 

held dollars in Ne' York and desired to onen the account 

for pnymente to be ef"'ected with their New York �orre 

pondente, under instructions sent to the Bank of England. 

':'he proposo.l however was declined . 

In Tune the �ational 3ank asked ,1' they mip,ht 

increase their deposit to £2,000.000. Th 1,S W(l.! agreed to , 

subject to 7 days notice of withdral'Jal of the first 

£1. 000 .000 and 14 days' notioe as regard& the balance . 

In December 1916 a naval blockade of Greece wus 

instituted by the Allies. 

Instructions for transferrlr� fUnds to �ew York 

v'ere 8u�pended us from the 2:'nd �o,.'emb(:r, v:hen un enbarRo 

v:as placed upon such rer.li ttances at the inforr.ll"l request 

of the Forel.,;n Oft'ice. ,.-ho .i.shed "obp.t.acles put n the 

ay" .  

early as April 1916 regardin� the alleged tran��er 01 

!}re.'k 'iovernm nt balaw>es frOl:l Paris to London ) ":'he tot.al 
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T"� .... " Of UaL ...... . ". ".,. 

::A';':iONAI.. amount spent upon the purchase of exchange on New York 
�A.'fK OF 
fliE�CF' . :from the begin:,ing of January to the midd1e of October 

1n this year reaChed £2, 7�O, OOO, and as the Bank had 

large unexecuted ordere for further purchase. , they 

protested, 1n :ecember, against the inf'orl'lO.l ty of this 

restraint. 'lliereo.:fter and for eone time to oOI,e all 

truneuctione on the account :ere eubr::litted to the ceneor-

�hip of the Ministry of �lockade . 

' .... eekly Statement! of Account which had been 

sent since October 1914 :failed to reach their dcst.natlon 

l.n �ovember 1916 and v:er," 600n afterwards discont nued 

until 'Oth June 1917. when the restrictions upon rimll _ 

clo.l nteroourse betv:e"!l '1reat 'ritaln a.nd Jreece were 

modified. �e 'ank then wrote to say that the account 

co�ld be operated upon . subject to the condltton that 

7�� of the balance as on the 2nd June must be left un· 

touched. '\'hc wnount Invo1. .'cd �n thIs percento.e;e was 

some £80, . 000. which \,,'as temporarily trl1n!;lferred to u. 

Special Account . On the 31st July 0.1 reatriotlons 

v:erc \':ithdrawn by the MinIstry of Bloclmde. and the 

Special Account was closed, the balance be iog rctrans 

ferred to the General Account. 

In No ·embcr 1917 the National 3unk of Jreece 

rep<,u.ted 0. requcst. r.\Il.de More thnn onc(' before. that a 

hlRher ro.te of' interest !:light be 0.110\· �d to then. On 

this occas on the �ank, for the first tine. offered an 

ncrc(l.Je, f'rol":) .e� to ..:+% if' the depos t ... :ere r.i.xed f'or 
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:lA'nOilAL three months. 
�A?-:X OF 

T�� ..... O. UGL'��. ,,,. " ... 

This 1':8.6 met by the counter-a\Jgf,eation 

of 4*% without conditions, a proposal v:hleh :as re:ftmed. 

In Dpcember 1917 and during the first half of 

1918 the Bank Vlere asked to sell exchange on America a.nd 

large u.molmta of sterling were realined in this manner.  

In May the Nutional Bank of 1reecc claimed that 

as from JanUiJ.ry 1918 they should obtain the advantU+i'e of 

the Special ForeiKn �oney Rate, to which the lunk agreed, 

tmd a fev, months later the account \'.ns 1n all re�p�cta 

put on the Fore ign Money basis. Upon the withdra�ul of 

the Special Rate in October 1919, the three montha ' �rea-

aury 9111 rate , leal the Sank of' Ent�lo.nd ' t  co"..,118: �on for 

undertllkirg to ref'und ':!oney e.t call, .ae SUbstituted. 

There do not appear to be any fUrther I'lflttere 

in conr_ection with the account that caI :for notice here, 

with the exception of: o.n nterest I"hlch the National 3ank 

of: 'lreece developed in the internal adminJ..atrat on of: the 

Bank of: �ngland, Their enquiries co 'ered 'lubjecta such 

o.s the Bank Not� Register; treatment of' paid �nd of 

mutilated Notes; correspondence system; allovlO,nc€S for 

increased cost of living; selection, payment, promotion 

and pens ons of' the Staf', On several points inf:ormn tlon 

',as rum shed, out one letter. J..n September 1916, .... us of' 

�o cOt:lprehcns le a nature as to be left uno.ns iertd. 

The figures of the account are .ppeodcd: 
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:iA'!'!ONAL 
BAiiK OF 
'JREECE . 

The 

T!'� IAMK OF UOLANO. ,,,. ,.". 

CHAPTER VI:! 

'"'-;;:'''.$.AL 3A,;�K"";iJ A.'ITl C:::N':'RAL 9 .... 'ni:S. 

No. of Average Minl!i'lu.'!I 
Debits 9alan� 3u.l1!cDCe 

1913 3 £434 Nil 

1914 7 £109, 9"i6 Nil 

191'> 26 £66.4l7 N11 

1916 73 £806, 077 £7 · 368 

1917 21 £945, 107 £198, 325 

1918 51 £793, 078 £20, 664 

1919 31 £27,971 £26,224 

1920 30 £128, C:;':59 £13, 894 

aOcoWlt then became dorr..an t. 
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C� V:':!I 

'"'he �mperlo.l �ank of :ndia. ,':as t'or:�t!d out of 

the three Presidency Banks, the Bank of BenRal ,  the lank 

of Bomb� 'tnd the Bank of Madras, and the Act consti­

tuting it received the a�,!"-ent of the Governor Qencro,l on 

the 19th September 1920. 

Two of the Presidency Banks, thofle of Bengal 

and Y..a.dras, had accounts at the Bank of "'ngla,l,d, and these 

accounts were still open at the end of' the period covered 

by the present history. 

In Jantm.ry 1921 the }overnor saw "'..r. Ii.ontv.gu, the 

�ecretary of State for �ndia. and took occasion to mention 

his hope that the new Bank a London Off'ice (the €1,tablLsh­

meot of WhiCh V:{l.S prov d"d for by the Act ot' 1920) would 

€fltablieh IntiJ'l',E..te rel8,tio!1S with the Bank of England and 

keep the� informed of the trend of financl�l developments 

1n India. Mr. Montngu com"lunicated these vie'ls to ' r  

Berna.rd Hunter, late Secretary of the Bank o f  Mo.dra�'_, -:ho 

was to be in chnrRe o:f the T-,ondon O:f:fice o:f the Tmperial 

'lank, and stu.ted that Sir Bernard Hunter was in entire 

sympathy w,th the Jovernor ' s  aims. 

On the .:.th February the 'Jovernor wrote n letter 

to Mr . .  on'l'.gu :frcm ':hlOh the :followin� My be quoted :  

")i¥ part.l.cula.r anxiety is lest the benefits v:h ,ch ndia 

"MS every right to expect :fror.! the eatabliJhr:umt 01' 8 

":-:en .ral lMk be .l:lperilled soone!' or later by reason o:f 
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liU'ERIAE. 
_A.'l'K OF 
r:IDIA. 

CHArTER V:-:I 

"that Bank through its E.ondon Offic: enterinp; into 

" external Bankiny and �xchanp:e bueines . 

"of such a course has be,m ,veIl i l lustrated In the caee 

"of Auetro.lio. v:hich should serve as �, standing \·.urning. 

"'.'e are I think u!o(reed that the ne';/ Bank if it ie to 

"perform the :fun ctions of a bona fide Centra] Bank and 

"to secure for its cwn particular economic sphere (lndi!d 

"the full a.dvant�es obtainable from a �entral Bank 

" system should, :h11st keeping in close touch with the 

" Central Banks o f  other Countries ,  confine its actual 

"busines! act.l.v.ties to its o,'.n sphere . "  

:'lu s  contention ':as al$o put before Sir �ernard 

l�unter by the '}overnor at subsequent intervle'\'s 

At the end of Pebruary the ,overnor expres�ed 

himself on the subject of the E.ondon O:ff ... ce .n e letter 

to Mr. �legg in wh,,-ch, after sett,-nft forth his objections 

to overseas �eneral bv.nk�ng or exchange business beiny 

undertaken by the Imperial Bank, he adde d :  

"At the same time I feel that the establishment o f  an 

"Agency here would be justified provided it confined it· 

"self stri.ctly on the linee ha.e stated; and, if such 

"an A!o<ency were founded on sound linf'S, it would be 

"reasonable that it should do eome of the 1overn!",pnt of 

" Ind�a work now entrusted to the 3ank. " 

Il8.tters had not, ho\':ever. progrc' ,cd further 

by th( end of A�ui t 1921 . though it �y be noted that 

�lr �ernard Hunter accepted in theory the prLnciplee 
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�HI " ." O. UDLAHD, " "  " "  

CHArTER. V : -

CE:.JTRAL BAi'ilC]fJ. AND CENTRAL BANKS 

.. lli'ERIAL which uhould govern Central Banks a.s enWlcla;tcd by the 
BANK OF 
iNDIA Governor, but thought they night requse "mod.f'lcat on 

"in Bor::e respects in COWltr lea Buch as ,india, where 

"banking ia so undeveloped . "  

Mr .Strong ' a  addit ens t o  the epito;�e, he con 

e1dered " lnterent.ng , and ::: approve generally" 

In conolusion, the f'ollowing remarku of' Mr . 

Strong in a letter written to the Governor not long after 

his visit to lnd,a in the Autucn of' 1)20 may be �iven 

He stated that he " was struck by the absence of' a well· 

"or�e.n_zed method of' dealing with the dooest.c exchaJ'l6cs, 

" oollections, ete The Inperial Bank with .tu cyste:." )f' 

" branches e.nd w,th ta expert latowledge of na.tive ored.tB, 

·'a.nd of' the �nla.nd b ,11, should be .n a posit on to denl 

·'w1.th domest!..c oollect�ons e.nd exchanges better than arw 

" others Suoh a scheme could be made to synohronise 

"with ourrenoy and redempt�on operatiOns and, should 

"th�nk, would very muoh st.abilise ba.nk�ng oper'l..tiona 

" l  was told that large denominat�on Rupee Not.es arc 

" s ometimes aold at a. premium . . . . .  beoauoe of the r oon 

"venience in effecting inter.or settlements 'osu 'bly 

·'the Imperial Ba.nk: m!.ght take a leaf out of our book in 

'th�8 matter, but the important thing is .to conduct 

'the:r operattona in London with you, �n harrnon¥ with 

"your policy, and 1;10 as to avoid such a s;tuatlon 6.1;1 has 

"developed �n Australia.." 
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, ... . ,NK OF '�OU\�D. ,,,. "". 

CHAPTER V:!:I: 

�ATIO�Ar, BANK 0::' E3-YPT. 

This Bank did not open an account unti l �'arch 

191�, but B_nee October 1906 it had been ; n  conetnnt re­

lI;,t.onehip with the Bank 01' Q1g1and owing to the t'act 

that certain of the securities held against Itn Note 

issue >vere deposited here '.n a epecial 8(11'e under the 

dual control of the National Bank and of the Bank of 

3nglo.nd as representing the �gyptian Go\-ernmt:nt 

The Note issue in que,t�on a� r,uuranteed by 

securities and F'old in equal moiet_ ee, and ,oon af'ter 

the beginnln .. of the \':ar, upon the f',<pans on of the 

c rculation ( from �2, 200. 000 to £29, ��O.OOO, �lst 

December) the National Bank began to set a! 1ds �o]d ut 

the lank 0'" <:r!gland. 

(£1>;0. 000) ','as made on the 2"th �;c'·e'!'lber, uf't, r �:hich 

further depotlitfJ .,.:er/,.! r,o.de n the so.fe referre d to 

a.bove until £l,07�,000 ':ns co held, when t \nl.l fO\,md 

to be .nconvenient to use ,the sa.fe ror tr.e purpose o.nd 

the jo\"old "';o.s, from Februo.ry 191�, set aside ' n  the 

Bank ' a Vnults. 

Frequent deposits and re1eo."e ocrurred, tht 

net result being fI. reduction of the toto.1 to noth .rH' 

at the end of �uly 1911'; and o.n " r.creo e to "tt 'i'IlX mu­

"'igure of' i/., �·5.000 to,·.-o.rd� the end of Jo.nuu.ry 1916. 

On the �6th fuly 1916 the lOVI're �, set 0. ie 

o.mounte1 to £� ,2�1 , 000 and no fUrther crAn�e took pI, ce 

during the plried 1enlt ith 
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rH' •••• O' 'HG�'.D . .. " '911. 

�A�:ONAL In August 1916 the B��k o� �gland in�ormed 
lA.'n< OF' 
�1Y�. the National Bank that they could no longer continue the 

practJoe of 6ettln� aside gold un!e8s by the reque$t of 

the British Government. The National Bank -;ere some-

what chaRrined by this refu�al and the Represent�tlve of 

the Egyptian Government Commissioner,· on the No.tiono.l 

Bank. M. Rou6ain, called to protest AAalost this decision. 

The '}overnor , ho,;ever. took up the position that, as the 

National Bo.nk Notes had been made unconvertlble, there 

was no occo.eion 'for the m!l.intenance of the gold bo.ckinv. 

atll lec. :for 0. gold reserve which :as then actunlly 

10 per cent. �reater than required by 1al', before the u;ar, 

�n these circumstances the �tian �overnment 

decided that p;old mijO';ht be replaced to a com dvruble 

extent by Britllh '1overnlllent Treasury Bills 

":'he subjoined tv.ble shol,'s br' efly the fluctua­

tion of the No.tiono.l Bank',s Note issue and the chUl1Fea n 

the nature of the cover held �ainst it. 
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rHO 8'�K 0' UGL.NC. ,." "". 

C HAi-"I'ER V : � I 

aDO ' s  omitted and amounts gi,'en to nearest £1, 000 

I. '}old T 1 
Of' which 

Da.te Notes £E Total I at Bank Securitie"." 

t-
31 Dec. 1914 £E8 , 2I'iQ 

1915 11, 550 

1916 21, 200 

1917 30, 800 

1918 1.6, 000 

Brit.Tsy. + 
Hlls 

'-

IF 
'Jold 1 1 Sr". 0" �Bil1a 

r 
'lold 

Brit. Tay. 
Bills 

of' Englund 

Sterling 
£E4 . 3:'2 £61)0 £�3. 918 

7 . 134 £3 , 2,;1'; , 416 

1=; , 931 £3.285 

. 669 

10. 600 10, 600 

3, 81)9 £3 . 285 

11 .541 

15. �oo 1-,. �OO 

3 . 309 £3, 281) 

19.6cn 

23, 000 23· 000 

·�tia.n 'lovern.'llent or 'Juaranteed St;:curltief, vritlsh Trea.sury 
,111a, Nationa,l a.r "3onds, -:xchequer 'ond(, etc . •  t;:tc 

+ Tournu,l O'f""lciel ,0/10/16. 

j 
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l 

CHArTER V---

OOOIS omltted Md amounts g ven to nearest £1.000 

{Told 

T Of' wh�ch 
D.t�Notes £E_-i ____ T_

o
_

t
_._' __________ -+o:_.:

t
�

B

C.C

nk

c=i 
of' E�le.nd 

Sterling 
I Dec.l�19 .£E67.300)ll I Gold £E3. 333 £3.2115 

, Brit .Tay 1-
B�lls 30,317 

" 1)20 40, 400e Gold 3 . 3:':t £3 , 2('5x 

9r:t .Tay . 
9�lls 16,867 

1 L 20. 200 1 

Secur,ties' 

20, 200 

·Egyptian Governnent or Guaranteed Securlt�es, 3r,tish Treasury 
Bills, National War Bonds , Exchequer Bonds. etc ., eto 

+Journal Of'f'ioiel 30/10/16. 

)II"The yearly ,ncrllaBe in t he  amount o f  the Bank Noteu � n  tho 
"hands of the publ.c haa been due to the Country a �rowin.3 wealth 
"realilH'Id from the export of produce (espec .ally cotton wh.ch 
" roHe in price 05ruatly .n l)l�' and the lar,;e swm of Br�tish 
"money spent in Egypt dur�ll6 the War • . . . Our Bank Note isnue 
" is almost entlrel.y guaranteed by Br, t':'sh Treaaur,y 3�11s at short 
" usance , which. y; '  th the stab .l.:.zation of the exch!l.1lee . nakt;'u the 
' currency practically equivalent to 3r�t':ah currency " 

Extract f'rorn. Governor !;S !;Speech (s:r F .T .Rowlatt, K . 3 .E .,; )/3/; o .  

xu: . £St.g . 117 : 1�0 ". £.St.! ·3. 285 .. about .ii:3, ':03 • 

�all .n cotton prlcea and exports exceeded by inports, the latter 
Ilxcesa bei� partly pa�d for by contraction of Note iunue and 
releflse of' Treasury '3.:11s V,'.de Governor ' s  lIpeech 2J/V �l . 
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,. .. ( ,AM. O. UaLAM�. ' ... ' .. ' 

CE:�TRAL 3J'I,.;nC.NG A.lm CENTRAL 3A.NKS 

NAT:ONAL The l�aue of Notes in EeYpt aga.nst the 
BANK OF 
EJ'f"'T deposit or gold and Treasury B11ls .n London w: th the 

result of r:s.lntaini.ng the exchange at par ' n  sturllng 

during the War was of great convenience to E�pt 

After the War the depreciation of sterling made tt n· 

dispensable to continue the policy, for any departure 

from It would have entailed heavy losses both .n connec 

tlon with the Note isSue and otherwise, on account or the 

lar&� SUl:l8 which had been invested �n London at par. The 

stabil::.ty of the exchange had been proved to be an lnu::ense 

boon to comm..,rce and bankJlg" Arter the appearance or a 

prem�um on &old. hov.'ever, the policy provoked cOlli;l.:.derable 

critlc�Bm i.n native c�rcles, wher€ lt was r�garded as a 

deliberate sche�e on the part of Great Br·ta n to favour 

trade w � th the United Ki.ngdo::l. and 1 t \\'as ur,ged that the 

country should revert to the gold standard :nc identally, 

a grievance had arisen from the requisition� by the 

British Gove�nt of the Natlonal Bank ' s  Gold Reserve In 

Cairo, which began in 1916 and continued unt ' l  that Reserve, 

which amounted to about £3, 500,000, was exbauatud . The 

Egyptian Govenunent now asked that th.s gold should be re 

placed, alao requeBt�� that permission might be granted 

for the transft;lr to Egypt or the £3. 285. 000 gold held e.t 

the Bank of EnglMd The Br.',t ish Go"ernI:lent refused both 

rtlquests n correspondence wh�ch Vias i.nit .ated .n July 1)21 

�r.8.w ing Acoounj. 

A Current Account was opened on the 2nd Jo':e.rch 1)15 
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CHAf"I'En. V.r: I 

irATIONAT, �n }l.ay 1917 it y,fl.s arranged thtLt £100. 000 lhould 
'JA.'1K OF 
"',}YFT. be placed on df'p08it�und held for the 'read ONice in ":'u.iro. 

a nominal balance only be ing kept on the u,ccount of the 

London Agency. Tn the Sprinll 01' 1917 and again in I"l? 

funds of' the Nutionu.l Bank were included in thr Bnnk of' 

England ' B Borrowings. 

The figurE's of the account are ae follow ; -

No. of Average .an ·.mW!1 
I?cb1t� Bnlo.l1ce I!IJ,1ance 

191'" '0 £21, 666 £'i,000 

1916 .a� £y.021'i £5. 000 

I·ll ? '99 £56 .464 £1, ��O 

1918 696 £21, . 619 £286, 170 overdru.l'.'l"l 

Fl1t, 882 £16. 753 £1, ' , 
1120 �, �O9 £1<'. . 225 £161 

':'he Ilreat in creo.Ae Ln the number of' debits .n 1920 will 

be notei. Thie tendency las even more nark{)d in 1921 und 

appears to have been due to the fact that the Nu.tiono.l Rank 

were not then bo.nkinJo.!: to any extent with their other I·ondon 

Bo.nker�, W.cr :rr. �lyn & Co . 

• At the Bank of E�land. without interest 
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C HAP'l'ER V I :::: 

As repards this Bank ' s  claim to be consid�'red 

0. "Centro.l Bank " ,  the views of' the Bank of' >::'nt'land are 

perho.ps most "uccinctly expret'<sed by Mr. Peacock, who 

wrote . in l)ecember 1920. that it was "nothinl' of' the 

"kind, but a 10vernment Bank cOr.lpeting with the othfr 

"Banks of' the Sountry and using the advant8f:"e� of' itfl 

'''Jovernment connection. Such a Bank lS useless a� � 

"co-ord 1ating ".n:fluence on the ba:1k�ng relntJO!lB of' 

"Au8traliu. and London " . "  

The account of this :ank, lI.-hich ).s opened at 

the beo:ln: o f  191 . assumed very !:luch lurger propor-

tlons after th� outbreak of' ar. 

On the -3th AlJIi:"ust 199 the :':omr:lOr.wealth :o.:lk 

er.quired to ·"hat extent ;'t night "drnw on the 'ank of 

"England against Lts current a.ccount 'redltor balance 

"of' £190.000 and by ..... o.y of' loan if' required. " A state· 

ment of the ':ank ' s  6-: et� and liabilit(es vine fum' lhed 

and the fo.('t that it Vias "wholly Ol'.ned by the 10veI1'l1llent 

"of' the COF.l.monVlealth of Australia by whom n1 its 

"obl 1!1:atlons are guaranteed" {as adduced in support o f  

the appllcat on. The Bank of F'ngland replied orally. 

in a neglitive sem;e. 

-Letter 12/2.0 to �ir 7homa! "hite, Y. �. "' . } .  { .  ide 
I": .... P t' le 7lE 1,28' 
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CHAiTER v.:::::! 

�mCON\\rt;;AIJTH On the 24th August 191"i a !I.eeting of' �ndi&.!. 
: .. GK OF 
Ar'1�IJIA. Colonia.l and Fore ign Bankers wa.s called by the Governor . 

..... he impresllt'd upon them the necessity of ma.intaininp: a. 

4� ro.te for ahort loan money. '!his was u.greed to. but 

the Commonwealth Bank three days af'teI"lva.rd�· lodp,ed u. 

compla.int that the DJ.8 COunt Eouses v:ere differentintlne 

against th", Colonia.l Banks and refusing to borrow their 

fundL, wi th the object, it wan allege d .  of breakin/l' 

dovm the ,/hole Ilrra.nge1"lent. 

were r.'IIlde in other qua.rters. 

SiJ:lllar repre 'ntu.t '.on( 

r::bc �on�onwealth �ank ' a  

dlfft.culty �,(l.S eventually solved by th, grantl:1t' of' 

their u.ppl cat on n November to be inoluded n the 

:u.nk' 8 BorrowJ.np:a :from Foreign and ":010ni6.1 2anker'. 

1\0 further incident of' note took pluce unti! 

October 1917, "hen, ·ith the consent of" . "'rensury. 

1 t wu.s arrtlnged that :ur:!'ency and Sank or 'n�lu.nd :-iotes 

cashed by the 00mmonwee1th Bank in Australia lhould be 

Cancel ed there, and the 'a1ue credited in London upon 

pr.:eenttltion at the lank of Ent-(land of certlried ll:!ts 

of the numbers of" the Notes cancelled. An a.ccount of 

this arrtlngement wi 1 1  be found Ln the Chapter dea 1 in� 

wl th �a.nk 'Jotes and ,";urrency ';otes and further rcf'cr-

sncB to the matter here ie theref'ore f;uner"fluous . 

In con' ection with the "'lank ' s  Porrow.lngs of 

"foreign money" at thre days ' notice or for 0. fixed 

period, . t was found necee:oary to point out ':'0 the 

:":O!ll.':lonv.eo.lth Bank in thie r.lOnth that their otn �UI:l 
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T� . .... � or UQLA"�. ,,,. "". 

CHA..""""l'En. v: 

:Olr'Olf."RALTl!· balance of i"'O. OOO d ·.d not entitle them to lend r.'Iore 
�A.'iK OF' 
A::S-:'RALIA . than £1. 000, 000, a ratio fixed by the Jovernor some s i x  

months previously, whereas i n  point of fact they had 

lent nearly twlce as much . 

In November the Commonwealth Bank asked upon 

What terJ:ls th(:< Bunk of I>n.gland would take depoeit:) up 

to, say. £2' , 000. 000 in conne ction Vllth the flnancine 

of' Australian products for 1917/18, the Com:!lonwell.l th 

'T'reasu:r:y bein�, reu.dy to pro"lde Australian Dunks \\ th 

currency ngaJ.nL t deoos ' t, i.n Londo!"l. "'he Bank or 

<:np;land undertook to borrow t'rom the SOr.!::lom:ealth 

'}overnmcnt through the COr.'llllonweal th Btmk Sur.:JS not ex 

ceeding the limit na.ned at .I,,, f'or three month" at 

the expirotion or which pl�riod f'urther rem, ':al!:! "€rt 

r:"l8.de , no perr-anent u.rrar.ge'"'ent be rig concluded. l1.€ 

�reatest total amount lent at any one tine by th� 

Commonl'lca 1 th :;ank subsequent to November 1917 wue 

£8, "'00,000. 

The question of how much the Fa.nk or F.ngla.nd 

would ta.ke on loan was brought up again in the sum".er 

of 1918, v.'hen tht 'Jovernor lnrormully stated that th,., 

�unk mlKht borrow up to £�.OOO.OOO against a mln · ffiUr.'I 

balance ad hoc of £2"iO. OOe or £10, 000 . 000 against a 

balance of £7r-O . OOO. 'T'hese balance! were regarded a3 

excl'S · .. c by thf' CO':l!llonwea1th '3ank a.nd no C O!"lc]uslon 

arr1 'ed at, SOMewha.t to the Bank of FJ1Kland 

iatLJ1' .... ct .011 . •  
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.... UN. Of ONOU-ND. !O,. ,..,. 

CHAI'TER VT 

CCilllON'NEALTH n October Ij20 the Bank or Eneland were aakud 
a".;lK OF 
;;:ST"tUl.:A whether they would advance �n London to AustraLan Eanka 

throueh the medil.ll:l. of the Commonwealth Bank ae:a�nst 

sovereigns to be !HI.rma.rked with the COlllJllonwee.lth Bank .n 

Sydney , some �lO.OOO, ooo being required for about six 

months pending the sale 01' wheat and wool The Governor 

replied that suoh a course would be contrary to 'ubl.o 

i'olicy n th ... s country, wh':'ch involved the curte._loent ot: 

credit He added that he would be more d .Bposed to make 

advances q�a:nst gold lodged for ah':'p�ent :10 more waa 

heard of thls proposal 

The 1'�gures 01' the account are as 1'ollows ; 

No of Average lLnimUlll 
Deb.!.. tl! 3alan�e �l�c_� 

1)13 2)5 £5. 995 Nil 

1914 694 £112 , 643 £4, 7sr 

1915 2 . 393 £270,550 £4, 97;1 

1916 3 . 005 £153,072 £6,505 

1�17 3. 9;9 £508, 10� £10, 659 

1918 3 , 250 £282.426 £50, 7t14 

1919 3, 344 iA30,3S6 £32 , 815 

1920 2, 486 £206,4�9 £1tl,50:; 
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TH� •• �. OF UOt.AHD, ,t,. , .. '-

BA.'iK OF' I':'ALY" 

A telegraphic request to open an accour.t in the 

nl1me of this 3c.nk ':as received on the 17th August 1914; 

fin Order of Court Vias !Jus sed on the 20th, and on the 2nd 

September the account was opened. 

'The lank of Italy then made 0. sllggeLtion that 

they should be creditf'd in London atS"ainst so'/erelv.ns '3et 

aside in tu.1y w�th a third p�rty, a course wh " ch they 

thotJto:ht might be convenie"t to the BW1k of .�ng1and 0. 

fo.ci 1 t!lUng gold shipment" to "gypt. 'Ph Ls proposa 1 ,  

ho-.,"ever. W6! refused .  

7n �ovember credits b��o.n t o  b, rece led for the 

account from var tous Banks and in the folIo,' �!� month aor�.e 

"'reaeury 3111e, both Prltlsh and fOrelgT' . ·,"er", 10dgt:d. 

�onslderable sums rasged through the account in 1 9 1 ' ,  1916 

and 1917. tran!;HI.ctions being mostly the disposal of funds 

received from th� �ta1ian �reasury us the outcome or the 

discount of talio.n Treasury Bills by the Bri.tir;h JOlfernment. 

In AW;ust 191u an arrangement W!cS r::lO.de whereby the 

Bl1nk of Ito.ly ' s  Brunches at Genoa, Idlun u:1d Turin oould 

draw on the account here up to £"0. 000 per BranCh per day. 

'fibs account became necr1y do�ant after 1917. as 

wil be Been -f'rom the subjoined figures : -

�o. of Average Minimllr.l 
Deb!t� . Bah;nce �alan� 

1914 £106,66f: £�O. OOO 
1911): 147 £407, '1�0 £f,0 . 000 
1916 l. Q6� £20 1 . 179 £4 , 628 
1917 £128.0y £10 · 31 
1918 1 £13. 806 £l? 7' 
191 £8, "29 £6/0 
]920 £670 £670 
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TM€ .AHK Q' ENGLAND. ",. ..... 

CHtl.PI'ER V!I::: 

BA.'TK OF JAPA."l 

"'he account of the lank of Japan '.'as opened 

in 1896 and subsidiary accounts ,  viz . , the Special 

Account nnd the "A" Account, had been opened in 190) 

and 190r- respective ly. 

r:'he outbreak of' :\'(l-r caused but 11 ttle ci1u.np-e 

in the nature of the relationship, the special ,eT' lees 

wh L ch the 3o.nk of' England were called upon to perform 

balnK practically l;mited to the In\'estroent of' tu:1da 

In ':reasury 11 , the borrowil"'.g of surplus bulancea 

to be re-lent to the jovernment and leubsequcntly to 

this ) the emp'�ent of fUnds in �rea,ury l11a under 

�uuro.ntee. :n the first f'el month: of the <'ar, 11ow-

ever, the '3ank undertook to remit "ar�ow lur.l' to 

France :for the service of !a.oanese -;oupon! maturi!1t� 

for po.yment thar! . the aCcoWlt of the lank of F'rfcnoe 

here belnK utilided for this purpose . 

The amount of Treasury B i l l  held for the 

v(!.rious uccounta of the 'lank of Japan I1nd the Bums 

borrowed o.a pu.rt o f  the "foreign money" d(;poait weT<" 

very large , running into ma�y million! . 

"'he fir>:uxe ! of the Drl1w ' ng Account! [l·re 

glven be 10\':. 
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T�I UH' OF .HO ..... O. '''' ".,. 

CHAi''l'E'R V II 

�::::i'"'R.AL A.'l"K�T} A.'1:-) �E:>{TI?AL 3A,\lK, • 

2�nE!ra! A�count. 

BA..'iK OF' !io. of Average �I. in i MU!" 
JAPAN. QeJ.!:l,j:.f;! l;!g,lanc� �alance 

1914 108 £116,979 £8, 942 

lQ15 309 £171, 176 £9, 268 

1916 �14 £255, 410 £6, 806 

1917 1·58 £252, 296 £12, 931 

1918 24' £191, 095 £58, 739 

1)19 ". £2<:'1, 712 £4'7. r8_� 

1920 259 £248, 688 £�8 . 7�4 

.. �' --.h�count . 

:io. of Average lI..nimuT;" 
�eb� 'f.1 �alallQE! �I!,lance: 

] 91<1- '7' £8, 370 £1, 639 QVerdl'o,m 

191" 781 £43. 048 ", 

19]6 7'6 £", 432 £3 .") 

1917 661 £792 £118 

1918 471 £34 , 748 £214 

1')19 01 7  £41, 934 £214 

1 '}20 1, 'jOO £9, 7"4 £179 
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tlA.'iK OF 
IAI'A.'l . 

1914 

1911'; 

1916 

1<)l.7 

191.8 

1919 

1920 

T�� ,ON. Of �"OUNO, , ... "". 

CHAPTER V I II 

�':"':i7ri.AL ;.A.'lK:�:;' A.'iD C�'7I1.AL 

�eciaLAccoun1;.. 

:io. of Average 
"Q�b.its. Jal�D� 

27 £417, 70IJ 

19 £349, 641 

26 £279 . 747 

72 £63.319 

62 £71';,�s:;6 

56 £909,247 

4 £1, 908,33: 

200 

lA.'XK'" . 

lI.inimUl�. 
��J o.!}C� 
£74 , 744 

£4�, 'i82 

£9, 961'; 

£8, .l04 

£2 , 20� 

£�1. 128 

£1, 200. 0(;0 
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?iA':'10N."L BA.'lK OF S aZERLAND. 

�lation8 with the Yational �ank of ,\\'lt�,erlund 

wen: opened on the 7th August 191':, the SWiS3 ,�o.nkv€:<rein 

then osklnt� the ?ank to set aside £1:., 000 in sovereigns for 

the Nati onal Bunk. The money was ,·,tated to be for the 

benefl t of British subjeots retu:rninp: :from S' '1 tzerland. 

BetwStn thlp date and the end of October many rurther 

amount" ""e re eet aside, the �ank of' 'ngla!'1.d having ae­

cedt.d to th(' iff·tional. Bank ' s  reque't thf'.t ouch tru.m:o.c-

tions should be permltted to an extent not exceed 19 

£60. 000 0. week, a deposit intended as a backing ror Note 

BtJUCI',. At the end of 191, the total amoun of �old 

held y�s £�O� , 620; but the �axim�� for this year, and 

for the v:hole period of depm it ;us £707 . 6?o. 

By the end of �:a.rch 191" the gold had befcn rf'­

duced to £', , 620, various releases to the 8ank having taken 

place ll.Rainst 3terl int� c!""edi t� in f'avour of' the J,ondon 

City & lv'�dllJ.nd Bank Ltd. , SWiSll Bankvenin, etc. In the 

Autumn of' 191"'. :further deposit� ... :ere recl;'ived f'rom the 

two Banks mentioned, rlJ.isin� the total to £40' , 620 by the 

1st unuary 1916. At the end of' that year the deposit 

had sunk onc� mort to £3 . 620 and no :further change took 

plo.ct;: until :iovember 1919. v.hen the .,;old account wal 

closed. ... n :iovember 191 . hov:e\'er .  the �ank l"ud ref'used 

IJ. request to increase the �old ear�rked, the pol cy of' 

3e' ing aelde p;old 

tinued. A :harp;e 

:for neutrals ha' .n>! �he, be. , d con-
1 

of' � -as ma.de by the 1ank W·. t J 1 the 

2Gl 
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:'iAi'IONAL 9th August 1 91 <; ,  \l.hen 0...'1 increase to .� wa! nadt . 
8A.'l'K OF' 
3\'Ir:>ZFRLANr. ':'hE: Drawing Account '.'US not opt::ned until tht: 

1 7th September 1 914 and was chiefly used :for th(; reee ",pt 

of' various SUI:'lS, mo�-tly 81".8.11, paid :n for the benef'lt of' 

rime and private individuv.ls i,n Switzerland. ""her(. wert· , 

however, transactions in Securities, Coneol: r.:(:rtii'icates 

and variOU8 :ar IJoo.n Bonds. etc. , being depo!;;it!ld as hom 

September 191� .in the name of the National �ank, but :for 

the bcnef'l t of' three Insurance Companie,: the Nationu.l 

Life inturance Company, the Jeneral Life Al�urance Society 

and tht; Nor,1 ch Union ' ife As�urance Society, by �.hom the 

relative coupons or their proce·�ds were received ""'he 
, 

'o.nk of ETlf':lo.nd cho.rt!ed L - per cent. for the :ustody of' 

these Secur: ties and u."'ldertook <Juch conver' ions lrto 

current 'ar I�oo.ns as ·ere desired. 

in "-arch 1916 the Bank consulted the No.tlonal 

Bank re�ardlng the losse. alleRed to have been suf�ered 

by the Swiss Bankvere in and were reo.seured a. to the 

latte r ' s  position. 

As will be eeen :from the f'ip;ures, the bale-nct: 

on the '::urrent Account ,','M: never oonsiderable .  

No. 0< Average Ml.ni!llu.� 
Q�bit� 1!tJ,lal)c� }alance 

191' 6 £4,26". :i11 
_91"> ,A £1,491 £172 
1916 9 £6"8 £270 
FIl7 11 £<:'3S £39' 
1918 , £426 £381 
191'! 9 £31:;3 £29] 
1920 , £2"7 £209 

2(;2 
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NA'1'IONA'. BMY. OF' � IA .  

Tht: account of this Bank 11"0.8 opened on th(� 

26th September 1914 to receive the noiety of an advance 

of £ROO. 000 �nde by the British to the Serb ',a.n �overn­

roent, f1 further account in the name of the latter being 

opened on the sume day . 

No fUrther receipts were forthcoming tlnct only 

nine trnnsactions on the debit side pas�ed thro��h the 

account. £28"i. 000 ',us trans:ferred to the 3unk of' 

?ranee in 191". after v:hieh the account becume dorl"ll"mt 

unt 1 December 191-. when the balance 'iUS w thdru.wr . . 

'!'be account stll remained open however ut the _nd of 

A�U8t 1921. • 

*�losed Jl.v.rch 1922. 

203 
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An account \';118 opened on the 23rd September 191. 

in connection with advances to pay for imports of �ood und 

coal madu against 9, .QO, OOO Kronen (value £>;1 1 , 000: held 

in Chrietiunio., it being impossible on uccount of war risks 

to ohip gold to England. The total advance!, mo.d, o.mounted 

to £31:., 1 1 . All advances were repaid, together '.th 

interest, on the }cth April 191� leaving a m0rnly no�ino.l 

balance on the account. which re�ained dorennt thereafter 

lQ�c1 "��t A,std, " .  

Setween the 27th Apr! 1 and the 6th \fay 19 6 

£620.000 in gold ooin wns ear�.arked for the NOI'ges 'o.nk, 

payr.lent beln� received frot:l and l!'.ade to C . J . l'al:lbro � "lone . 

The reasons for this transaction are glven in the sect�on 

on the r,ondon rxoha.nge Committee - Scandinavi.an ')(cho.nges , 

:here it will be seen that the Board of �rade s Com;pittee 

on NOr'wegiun Fish und Oil were responsible for the u.Trange 

ment. The �ank of 'inglund disapproved of it nnd proposed 

penal rates for the custody of the gold a�ter the first 

rix dayc . The gold, however, v.as relea�:ed in ni.ne dnyn 

and no chlH'Re .... (1S made . 

2G4 
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CENTRAL SANKI�J A.'ID CEN'T'RAL BANKS. 

THRF.E OT}SR BANKS . 

Accounts in the name of the I�peri�l Ottom�n 

Bank and the Bank of New Zealand I'/ere opened 1n l81';EJ and 

1877 respectively, but neither of these In!:titut,ons if') 

perh�ps �ntitlud to be reg�rded as a Central Bank 

"'ith rep;urd to the :?ank of Ne' Ze�lund there is 

in any c�se nothing of interest to record. though the 

number of transaction� passinR through the account during 

the ":ur until the end of 1920 I\'O.S much increased. C;ub-

eequently the �ccount becamE lee active than in prt-' 'ar 

timee. 

1l:l'peri(l,l Qtt.OT'.an �ank. 

�e Imperial Ottonan Bank on the 1st A�;ust 11l� 

secured an advunce cf £600 . 000 for 7 dU¥s � lOt% aga nst 

On the 14th October in the same year 

the swn of £400,000 was received on deposit hart) for thr.:il· 

Constantinople Office. This deposit WUfl held by the Bank 

at the disposal of an Of�icial Supervisor of the Imp�rial 

Ottor.lO.n 9ank� as from the 29th DeceJ:lber 1 9 1 6 .  o.bout v:hich 

date the !'lank were advised that proceedint�i .n respect of 

a small claim were �bout to be taken 's regDrds this 

�OC.OOO in the Chancery Div sion of the �igh Court for a 

.. )ir Wi l l iam Plendc-r a.dv.sed the Bank of his .ppointment in 
t h ' s  capacity on the llth l'iover.:bl·r 1914, but he dclcf'ated h,s 
duties to another and at no time did the Act.n� Superv.sor 
sign on the account. 
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THREE 
O�HER Vesting Order under qeotion 4 or the Trading w' th th� ;nemy 
BAi'lKS. 

Act 191· Similar notlr;cat�on was receiled from another 

qUtLrter n October 1917. il'o more was heard o:f th� r.'.atter 

and the whole depoei t was wi thdrawn early in 19;.>]. 

On the 18th Junuu.ry 1917 the Bank wert: Inrormud 

thu.t, eubjeot to the re�ulations or the W.:.nls try or lock-

ade, the Imperial Ot�o�n lank had been permit�ed to 

resw:le trndinR relations wi th their '·ranch ut Salonica and 

lariou� other places. 

It may also be rnentioned hf're that J..n the '>prim' 

of' 1921 the Governor ·.us a.pproached by the PerU' ian 

Lega.tion w' th the request that he \,·ould as! iet the Jovern­

ment of' Peru to select an English f'�nnnc aJ advisor. to 

o.rranf�e :for the orr,-aniso.ticn o:f a. r::entral lank :for thftt 

Country, o:f which �ank the adv.i_sor would become the hUl.d. 

The '}overnor eventually reccm::Jended Colons 1 H.  A. '":rskine . 

C .  B . ,  C.Il. a . •  C. B . E . . an ex-Agent o:f the �eWCu.8t le BranCh. 

but the appointment was never r:w.de and it wus underlJtood 

that �he Peruvian '}overnment eventually appointed an 

Amerioan to this or Borne similar pos t:on. 
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