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THE BANK OF ENGLAND, 1814 -1921

At the beginning of August, 1914, five German end

Austrian Banks had branohes in the

Unlted Kingdom.

were, the Deutsohe Bank, the Dresdner Bank, the Disoonto
Gesellsohaft, the Austrian lLeenderbank and the Anglo-Austrian
Bank,

On the 3rd August, immediately after a speech by

Sir Edward Grey in the House of Commons, Lord Cunliff'e

ordered the polloe to place a guard over these Banks, to

before war was aotually deolared.

Magaszine of August,

1917, the Governor took this aotion on his

own responsibillity.

not previously made the Government &soqua’nted with his

intention).

Shortly after the outbreak of war, liocenoes were
glven to these Banks to oontinue their business for the sole

purpose of completing pre-war transaotions of a banking

chareoter, under the supervision of & Controller, S!r

Plender. The full story of the operations of the Banks .nd

thelir eventual llquidatien,

as direoted by the Treasury, w!ll
be found !n the Controller's Reports dated the 16th Decemb
1916 and the 13th Deoember 1917.

The Banic of England endeavoured at one stage to
intervene in order, if possible, to obtaln the reversal of a

deolsion whioh had been taken to sell the premises of the
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Germen Banks. The following letter was written to the
Chancellor by the Governor on the 26th January 1917 -
"My colleagues and
"a report that it is intended to put up the Deutsche
"Bank's City premises for sale in spite of the fact that
"that Bank has already discharged all its liabilities in
"this country. I understand that under the Act of
"January 1916 the Board of Trade has no option in the
“matter, but is oompelled to realise all the assets of
"enemy-owned businesses in the oountry; and
“"the Act itself will have done a good deal towards under-
"mining the oonfidence of the world at large in England's
"respect for private property.
"gtill be possible to mitigate the ill effects of that
"Act by administering it with leniency; and
“by my Court to draw your attention to the serious results
"which may accrue to this city as the world's banker from
“"the arbitrary alienation of private property.
"It would be easy, if Parliament so desired, to make

"it impossible for the Deutsche Bank to resume trading in

"London, and the Bank would then have to dispose of its

"premises, possibly at a lower price than could be obtained
“for them to-day, but it would have no ground for complaint

“that its assets had been sacrificed at war prices.
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"There may be other cases Jjust as flagrant as that of

“the Deutsche Bank, but this is the only cne to which my

"partioular attention happens to have been called."”
Notwithstanding this protest and that of the Banks
themselves, the premises of all three @&erman Banks were sold
on the 19th June 1917 by auction.
A letter from the Chancellor had been read to the
Court on the 1lst February stating that the deocision already
taken could not be revised, "for reasons mentioned in

"oonversation”.
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CHAPTER X

THE YORKSHIRE BENNY BANK LTD

This Bank was incorporated on the 25th August 1911
when it took over the business of the Yorkshire Fenny Bank.
The shareholders of the Limited Company were a group of other
bankers who held all the issued capital amounting to
£1, 250, 000 (Paid up £750, 000).

As part of the arrangements for the formation of
this Limited Company, a separate group of bankers entered
into a guarantee dated 24th August 1911 that they would meet

any deficiency in the assets of the old Yorkshire Fenny Bank

beyond £600,000 up to £300, 000 and that if there should be

any further deficiency this should be borne as to one moiety
by the guarantors and as to the other moiety by the Yorkshire
Penny Bank Ltd., subject to the proviso that the aggregate
amount guaranteed by the group of bankers should not exceed
£1, 000, 000. This guarantee was entered into for a period

of three years and was then extended for & further two years
maturing 24th August 1916.

By that date the guarantors were liable for the
full emount of £1, 000,000 but there was already a further
deficiency unprovided for znd it was spprehended that still
further provision might have to be made for the future. n
these circumstances the Yorkshire Pennyv Bank &pplied to the
Government to guarantee them against all deficiency beyond
the £1, 000,000 in question and £700, 000 provided by the Bank
and its shareholders. On the 29th June 1916 the Bank of
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CHAPTER X

MISCELLANEOUS

England and the other Banks who had originally given the
guarantee (or Banks now representing Danks who had done so)
egreed to guarantee the Yorkshire Penny Bank Ltd. to the
extent of £1, 000,000 in respect of any deficiency which
might eppear in their assets upon the 30th June 1926 and in
the meantime to pay interest upon the amount guaranteed at
Bank Rate varying. The Bank of England's share in this
guarantee was £223%, 214, The London County & Westminster
Bank Ltd. guaranteed the same amount and ten other Danks
made themselves responsible for smaller sums sufficient to
aggregate £1, 000, 000, At the same time the Government
agreed to guarantee any further deficiency until one year
after the termination of the war,

if the Government were released from their lieability without
being called on to make any payment under it, the guarantors
should have the option either -

(a) To pay up the emount for which they were severally
liable with interest to date and thereafter be
discharged from further liebility, or

{(b) To continue their liability until 1926 with interest

at 1 per cent below Bank Rate,

Note. The Government were not called upon to make eny payment
and upon the termination of the Government guarantee at the
end of August 1922 the Yorkshire Penny Bank Ltd. offered to
release the guaranteeing Banles at the same time.

was accepted by the Banks in question, whose loss was limited
to the interest payments which they had made under the
Agreement up to that date. (v. Agreement dated 1lst September
1922).
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CEAPTER X

MISCELLgNEOUS

REPARATTI ONS

The Bank of Englend's share (up to the end of July

1921) in the interminable controversies and abortive

proposals that followed the Treaty of Versailles wuas limited

to a general support of the view that the peace and
prosperity of EFurope could not be secured until a settlement
of reparxations was arrived at; that a settlement should
therefore be made without delay; that any suoh arrangement
should form part of a settlement of all international
indebtedness; that the burden imposed on Germany was
exoessive, but that Germany should be required to do what
was possible by readjusting her own eoonomio and finanoial
position; that a oonsiderable moratorium must be granted,
and that the oocupation of further German territory should
be avoided.

The attitude of the Bank was thus praotioally
identioal with that of the British Govermment and, for this
reason, and because the views of the Government were of
courgse fully expressed through their Representative on the
Reparations Commission, the Bank were not oalled upon to
take any aotive part in these matters. They were, however,
kept fully informed as to the progress of negotiations and
ma,de oertain suggestions from time to time; but chiefly
after the olose of the war period here under review.

It will, however, be of interest to reproduoce here

two doouments, the first being a letter containing Sir Brien
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Cokayne's views six months before the Peace Treaty, and the

gsecond a memorandum made by Mr.Norman nearly a year after
the Treaty.

The letter which follows was dated the 12th
Deoember 1918 and was written at the oral suggestion of

Sir Robert Chalmers (then Jcint Secretexy to the Treasury

Dear Mr.Chancellor,

I do not of course know what line you
intend taking at the Peace Conference about "Indemnities",
and I realize that if our enemies are to be saddled with
the payment of any annual sum that would approaoh thei
full peaocetime capaoity, you may wish to leave them in
the best oondition to begin making suoh payments as soon
as possible, in which case you might hesitate to deprive
them of any liquid resources which would form the basis
of their credit.

But in case the payments to be exaoted
should not be of such a character as to introduce con-
siderations of that kind, I hope you will bear in mind
that, if liquid assets are to be distributed, this
country, whioh has done more of the finanoing of the War
than any of the other associated Govermments and has
saorificed in gold and securities a larger sum than any

of them, is entitled to the lion's share,
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CHAPTER X

MI S_CE_J_.—'; NE SL':I:S_
The reason why I venture to trouble you
with & letter on this question, whioh may appear to be
neinly a political one, is that the Bank, on whom will
fall the task of maintaining our gold stendard after
Peaoe, ure deeply interested in the liquidation of this
country's short indebtedness abroad. I refer especially
to the neutral countries as I Buppose special arrangements
will be made about our American debi.
Although from the Bank's point of view any
cash credit available in the foreign countries ta which
we owe money would be as serviceable as gold, yet I
imagine-that gold is the only really liquid asset that will
be ostaineble from the enemy and I therefore hope that if
any of the enemy - held gold is distributed among the victors
you will try to arrange that we receive our fair share of

it, and that you will pardon my troubling you in the matter.

Mr.Norman's memorandum wes mede after a visit from

M.Avenol (for & considerable time the Frenoh Financial

Delegate in-London), and is dated the 21st May 1920.

As to his (Avenol's) plang: I see no hope for Germany
now to be able to borrow, say, £400 millions against
future instalments of the indemnity - however much
Franoe may be in need of her share - 1 wonder if he is

wise to turn down the idea that Germany should first
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borrow & very moderate sum for her own use {which she
might be able to do from German interests) in America.
I think any large Loan (his £400 millions) should be
borrowed by France &c¢. on the security of the indemnity
and not by Gexrmany, and I think his persistent wish to

avoid fixing the amount of the indemmity is wrong.

2. But, generally, what M.Avenol said gave me to think
espeoially of the position between England and America
and- of what follows from 1it. I entirely agree with
the policy that our dealings over War Debts with the
European Allies should be separate from our similar
dealings with America. But I see no reason why our
(future) ability or intention to pay Amerioa should

govern our (present) willingness to make promises on

that score. Politically America is in no state to

make long sgreements which will stand, or be allowed to
stand, the test of time. And yet our War Debt to
Americe cannot be wholly disassociated from European
conditions, for the idea that we should now begin and
repay Americe in cash which (if we can spare it) is
desperately needed throughout Europe, is not reasonable.
So in any debt negotiations with America we should Just
mark time till oonditions bhave oleared on both sides of
the Atlantic.

There remains another point which shculd not be

overlooked in this connection. I understand that as
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AT QTR T A SR
MISCELLANEQUS

between England and France the proportion of 5 to 1l is
pretty well agreed as regards dividing the indemnity
Therefore once the total indemnity shall have been fixed
our eventual share in it can be defined and it would not
be out of the way to fix the total so that our share of
it would be equal to our War Debt to Amerioca. If that
oould be done in the near future it would only be a
question of time before our War Debt to America could
naturally be set off against our share of the indemni

in one or other of severzl possible ways: e.g., we
might forego any share in the proceeds of M.Avenol's
£400 miliion Intermational Loan and give our proportion
of Bonds to America on account, or we might take from
Germany a Bond for our whole share of the indemnity and
hand it to America in peyment of our debt.

To put it shortly: we should never pay in cash the
prinoipal or interest of our War Debt to America or malce
egreements when to do s0: this debt was not incurred on
our own behalf but on behalf of our Allies: we need no

indemnity for ourselves from Germany: we should dis-

ohaxge our War Debt to Amerioa by means of our indemni ty

from Germany, an exchange which would be e&pproved as

right and equitable by the whole world.
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CHAPTER X

MISCELLAN®EQOUS

NORTHERN RUSSI.WN ROUBLE NOTE ISSUE

During the latter part of the year 1918, great
diffioulty wos experienced in financing the expeditions at
Murmensk wnd Arohangel owing to the confused Currency
oonditions in Northern Russia. Hitherto suffioient funds
had been obtained by the sale of imported food stuffs, by
the purohase of Roubles in London and also to a small extent
by the use of British Currency Notes, but these souroes were
beooming exhausted so that an acute position was developing.

Further, it was found that, while the purohasing vslue of

the Rouble had fallen to a figure from %:th to g%th of the

former value, the exohange value had only fallen to a figure
from %rd to %th of the par wvaiue,

In order to meet the diffioulty, the British
Government deoided to assist the Provisional Government of
Northern Russia in the establishment of & new Rouble Currenoy.
A soheme for a speojal issue of Notes was drawn up by s M.
Keynes (then of the Treasury), the outlines of the soheme
being published in the newspapers of the 30th November 1918,

The soheme, which was based on a Sterling Exohange
standard of 40 Roubles to the £ sterling, provided for the
establishment of an Offioce of Conversion for the management
of the issue, the Office of Converslon to be an institut:on

belonging to and oontrolled by the Provisional Government of

Northern Russla.
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MiISCELLANEOUS

Notes were issued on the following conditions:

(1) In exohange for sterling in London ut the fixed rate
of 40 Roubles to the £ sterling.

(2) In exohange for old Rouble Notes at rates of exohange
published by the Office of Conversion from time to
time.

(3) In exohange for Treasury Bills of the looal Government,
Notes so issued not to exoeed one-third of the total
Notes in oirculation.

Holders of Notes could present them at eny time to
the Office of Conversion and receive in exohange a oheque on
the Bank of England at the rate of 40 Roubles to the &£
sterling.

The sterling obtained by the Office of Conversion
in exchange for Notes had to be deposited with the Bank of
England. The fund tims oreated beoume the Inalienable
property of the Office of Conversion and formed the backing
for the issue; the issue was not guaranteed by the British
or any of the Allied Governments other than the Northern
Russia Provisional Government.

All Exchange operations in sterling were prohibited
in terms of the old Rouble and no sterling exchange
operations were permitted except through the Off oe of
Convers!on.

Imported food stuffs were sold only in terms of the
new Rouble gnd payments to local authorities had to be made

in the same medium so fur as possible,
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¥ISCELLANEQUS

The Notes were printed in I.ondon by Messrs.Waterlow
and were surcharged in Russia with the signatures of the
Di rector of the Finance Department of the Prov!sgional Govern-
ment and of a member of the Conversion Office. The general
appearanoe of the Notes was similar to that of the old Notes
g0 that they might be familier in aspect to the local
population, but the Notes were not facsimiles of the old
issue.

Mr.E.M.Hervey of Messrs,illen, Harvey & Ross was
aent out by the Treasury as Financial Adviser to the Offioe
of' Conversion. The Offioe was opened in Archangel on the
29th November 1918.

At the request of the Treasury an account (with two
sub-accounts) wss opened at the Bank of England under the
title of the "National Emission Caisse”.
swus to a total of about £1, 500, 000 were received for the
credit of the asccount; by far the greater part of the money
came from the British Government in respect of Notes ! ssued
to the expeditionury forces, the remainder being reoeived
from treaders, &c., who desired to remit money to Russia
In the latter case the Bank of England osbled instruct!ons to
Arohangel direoting payment of the equivalent In Roubles to
the payee designated by the treder.

The balance on the account was regarded as eligible
for the special rate of interest which was being allowed at
the time on "Poreign Money" and the surplus balanoe was
accordingly employed in this way and. on oococasion, in the

purohase of Treasury Bills.
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ot B

MISCELLANEOQOUS

In January 1919, arrangements were made by the
Treasury under which the London Clearing Bankers agreed to
oollect Rouble Notes issued by the Conversion 0ffjce, in
practice, Notes were alwuys colleoted through Barclays Benk
Ltd., who were appointed Agents of the Ccnversion Office;
from time to time the sterling disbursed in this manner by
Barolasys Bank was refunded tc them from the acoount at the
Bank of England under instructions received from Archangel.
On 30th May 1919, a regulation was brought into force whereby
perscns intending to present Notes in London for enoashient
must have oertifioates authorising them to do so from the
Conversion Offioe or from the British Consul, Murmunsk.

On 15th April 1919, Mr.G.M.Young was appointed
President of the Conversion Office in plaoe of Mr.E.M.Harvey
who returned to England.

Owing to the deoision to evacuate Northern Russia
the Conversion Office in Archangel wsag closed on 15th
September 1919 and transferred to Murmansk for « few weeks.

A notice was issued on the 28th August by the Bank of England
that sterling would not be accepted after the 1lst Septerxber
in puyment for new Rouble Notes. On the 7th Ootober, the
Offioe at Murmansk wes olosed and the stuff left for England.

Before the olosing of the Office in Russia a very
large number of oheques was drawn in redemption of Notes.

The liguidation of the affairs of the Conversion Office was

oarried on in London at an office in Cookspur Street for

several months after the arrival of the staff in BEngland, but
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CHAPTER X

MISC

FLI T B

LJLANBEOUES

in May 1920 the office was closed and also the acoount at
the Bank of England, all further business connected w’th the

liguidation being conduoted by the British Treasury.
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CHAFTER X
MISCELLANEQUS

EXPORT CREDITS SCHEME

The first draft of this Scheme to which the Bank's

asgent was sought was produced in June 10104. [t contem-

plated Treasury assistance to be extended through the med!um

of the British Trade Corporation.

The Governor of the Bank (Sir Brien Coksyne)
strongly opposed the whole idew and formulated his point of
view in a letter to the Chancellor dwted 24th June 1919,
whioh is quoted, nearly in full, below:-

" . . . I do not believe that this country can at
“present afford to export to countries which cannot pay,
*and I fear that in so far as we do so our necessary
“imports will either cost us so dear (through depreclation
"in our exchange) as to cause very severe distress, or will
"heve to be financed by foreign (muinly American) credits
“which will probably be unobtainable without cur Govern-
"ment's guarantees; if indeed they are obtainable at all
"when America sees that we merely take credits from her in
“order that we may in turn grent credits to other countries
"to enuble us to compete with her for their trade.

"I think that our exporters should conf!ne their
“sales to countries which can Pay, of which there are still
“plenty. It is true that the competition to sell to such
"countries will be keener and the prices obtained from them
“lower than the eredit prices obtainable from impcverished
“countries by thcse who can afford to wait for their money;

"but at a price I believe there will be & oash outlet for
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CHAPTER X
MISCELLANEOUS

"all our exports - even for suoh a8 may only be requ red
"by the impoverished countries who will be able to obta’n
"them on credit from our cash buyer.

"We must inevitably lose some trade for a time tc our
"wealthier competitors, but the surest way to regain it
"and keep it is to allow our prices to oome down to a
"polnt &t whioh we can compete with all comers rather than
"encoursge an artificial trade at prices whioh will not
"hold it.

"I have of oourse considered enly the eoonomic aspect
"of' the matter - not the political which is no concern of
"mine; and I agree that, if for political reasons some
"thing has to be done in the sense suggested, the present
"proposal to set up a Government Office to do such of the
"required business as cannot be done by private enterprise
"is preferable to either glving Government gucrantees or
"giving the monopoly of the business to one City Instituticn'

The Soheme was however brought ‘nto force on 9th
September 1019, the Board of Trade setting up a separate
Bxport Credlts Department to deal with 1t. Very little
advantuge was taken of the feoilities (prior to the end of
August 1921), notwithstanding the fact that these were more

than once enlarged.
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CHAPTER X

MISCELLANEOUS

MATITMAT

CAPITAL LKV

&

The Bank were opponents of the Capital Levy, &
proposal whioh was much digcussed at various times and
egpecially in 1920. In April of that year, upcn the

occagion of a Memorandum on the subject written by Mr.B.P.

Blackett of the Preasury, a Memorial was privately pre
gented to the Chancellor, signed by the Goveimor of the Bunk
of England and five other lewding Bankers with & represen-
tative of each of the following bodies:- the Stook Exchenge, s
London Chawber of Commerce, Accepting Houses Committee and
an Insurance Company. Thig document stated that
assumed « levy on Wer Profits was impracticable;* the
signatories were impressed by the disadvantages of & genersl
levy on Cwupltal, and, though preferable to a levy, they did
not favour a corpulsory Loan,
They suggested as a means for reduoing the Floating

Debt (additional to surplus of revenue over expenditure):-

(1) a special increase of income tax and super-tux fcr,
say, three years, to apply to all lncomes cver & certain
amount with liberty to any individua! to compound by one
paynment, and

(2) nc reasonable opportunity of funding to be lost during

the period.

Further the attention was drawn to the distressed economio xﬂ

position of Burope and the advisability of adjust'ng War _

Debts. ;r
g |

*The Report of the Committee on Inorease of War Wealth was :"}

dated 13th May 1920.
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CHAPTER X

MTaOrRT.I1.A
el othlilA

ANGLAUD

n reply the Chancellor sought to show that the

proposed tax, if levied on incomes over &£5,000 would bring

in only £42,000,000 per annum; the Bank rejoined that the

gignatories had in mind a tax commencing fer below this

limit.

Bank of England Archive (M7/159)



THE BANK OF ENGLAND. 1G{4—1024.

A DD W
CHAFTER X

MISCELLA NEOUS

REGULATION OF TRUSTEE SECURLITY ISSUBS

For many months from the spring of 1920 it fell to
the Govermor of the Bank to co-ordinate the public issue of
Trustee Securities, in accordance with the desire of the
Treasury and Ministry of Health, particularly es regarded
Housing Issues. This arrangement was possible only through
the goodwill and co-operstion of the various Banle and
Brokers concerned.

Without some such system Local Authorities would
have been able to raise very little money for their Housing
plans and the Government's Housing Policy would have been
seriously crippled. It was necessary for the Bank to keep
the stream of Issues regulated znd continuous, and this was
sometimes very difficult owing to the withdrawal of a Loan
for which time had already been allotted. On the whole,
however, the Bank were very successful and they received the
thanks of the Minister concerned with Housing (Dr.Addison)

in April 1921,
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CHAPTER X

MISCELLANEQUS

HRUSSELS CONFERSNCI 1320 (SEPT.)

-

"Then I would beg Gentlemen seriously to lay to
"Heert, and consider what an extravagant Power is here
"lodged in the Hands of a few private independent Persons
"what an Instrument may this be in the Hands either of a
"designing Prince or SubJect
"fusions in a State may such a Treasure in ill Menagement
'create. God knows the Consequences of it, but however

"his Providence may over-rule it, I am sure we have no

"reason, in prudence, to depend, or 2xpcct they should

"not be perverted to ruin us.

“Directors will be always Men of Integrity, yet this
"will not be an infallihle Security, unless they could
"be placed out of the reach of Compulsion."”

("A Short View of the apparent Dangers and
Mischiefs from the Bank of England." 1707)
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BRUSSELS CONFERENCE 1920 (SEPT.)

The Brussels Conference was organised by the
League of Nations to consider the general eoonomic situation
of Burope and was suggested in Memorials presented to the
British and other Govermments by leading Bankers and
Merohants at the beginning of the yezr. The Memorials were
nearly identioal and recommended such remedial measures as
deorease in congsumption, increase in production and ta»etion,
balancing of Budgets, the avoidance of inflation and the
granting of international credits {(to the minimum amount
neoessary and with suitable safeguards).
international indebtedness and the danger of placing too
heavy a burden on Germany and Austria were zlso urged. The
results of allowing inflation to continue were pointed out
and the subsequent oourse of events fully justified the
forecast.

The British Memorial*, dated the 15th Januuxy,
contained the signatures of three Directors of the Bank of
England+and nay therefore be fairly said to represent the
Bank's views, whioh were further expressed in a letter from
the Governor to Lord Cullen st the tine of the Conference
insisting that there were no panuceas but hard work, economy,
high money rates and deflation slowly achieved. The Report
of the Brussels Committee on Currency and Exchange on which
Lord Cullen served was though short so valuable o8 to beoone

a besis for the work of all subsequent financial Conferences.

*Vide oopy in C.C.P. 71D fo.4B.

+
The Governmor was asked to sign, but the Committee of Treasury
wag8 divided as8 to the advisability of his doing so.

(Minutes 7.1.1920)
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MISCELLANEOUS

It recommended, among other things, that Banks should be

freed from political pressure, and it upheld the beneficial

results of allowing credit to be controlled by the normal

influence of the rate of interest.

Lord Cullen wrote, however, that it was not
without difficulty that a 'dear money' Report had been

obtained from & ‘cheap money' Committee.
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CHAPTER X

MISCELLANEOUS

RUSSIAN DEBTS
(C.C.F.85)

In the summer of 1920, it was understood to be the
intention of the British Government to encourage the resump-
tion of trade between Russia and the United Kingdom subject
to certain conditions, among which was believed to be the
recognition by the Russian Government of debts due and owing
by Russian traders to British merchants and manufacturers.

A Government Statement made in the House of Commons
on the 14th July gave rise to the impression that such debts
were to be placed in a sepsrate category and more favoursbly
regarded than other debts.

n these circumstances the Bank were approcched by
Bankers and others interested with the request that they
would represent to the Government that all Rissian debts
should be treated equally as regards recognition. The ‘Bank
considered this view of the matter justified and wrote
strongly to the Chancellor (21/7/20) in support of this con-
tention. They concluded by saying that a widely signed
Memoricl would be prepared should the Government desire
further evidence of the general feeling on the subject.

Being unable to obtain a satisfactory assurance
the Bank, on the 27th September, despatched & further letter,
this time addressed to the Prime Minister and countersigned
by the Chairmen of the British Bankers' Association and the

Accepting Houses Committee. It was argued thet the Russian
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CHAPTER X

ﬁ;§QELLANEOUS

Government should formally recognise not only trading debts
but all debts owing to or held by British subjects, viz:-
l. Bonds or other obligations of previous Russian
Governments,
2. Securities of Russian Municipalities, Banks and other
Companies,
3. Trade debts incurred before or during the war,
4. Losses incurred by British subjects through
confiscations made by the existing Russian Government.
No resumption of trade relations should tecke place
until all valid and bona fide debts had been acknowledged.
The negotiations with Russia led to & provisionzl
Trade Agreement, signed 16th March 1921, to be in force
pending a formal general Feace Treaty, and in a postscript to
this Agreement both parties declared that claims on either
gside incurred by the existing or former Govermments of either
country should "be eguitably dealt with" in the general Peace
Treaty; in the meantime the Soviet Government recognised in
principle its liability to pay compensation to private
persons who had supplied goods or services to Russia for
which they had not been pszid. The paragraph concluded:
"Tt is clearly understood that the above declarationzin no

"way imply that the claims referred to therein will huve

“preferential treatment in the aforeswuid Treaty as compared

“with any other classes of claims which are to be dealt with

"in thet Treaty".
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With this somewhat negative realisa.tion of their

aims the Bank and those they represented had for the time to

be content.

The possibility of opening & market for the sale
of Soviet gold is a subject which has been dealt with

elsewhere (Chap.5).
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REHABILITATION OF AUSTRIA

In the early part of 1921 the state of Austria wsas
considered to be so unsatisfactory that the League of Nations
were invited in March to study the problem. The League was
inf'ormed that Greet Britain, France, Italy and Japan had
agreed to release, for s number of years to be determined
later, their liens in respect of all claims against Austria,
this decision being subject to the condition that the
remaining 13 interested Governments should consent to a
similar postponement and that Austria should be prepered to
place her assets in the hands of the League.

The League's Report, forwarded to the Supreme
Council on 3rd June 1921, was far-reaching and detailed. It
set forth a comprehensive scheme including internal reform,
sufficient oredits snd & central control of the letter,
There were to be Temporary Advances, secured on "Ter Meulen"
Bonds, to rank in priority to all other debts, and to be
repaid out of the first proceeds of an External Loen. The
currency wag to be reformed through the creation of a strong
and independent Bank of Issue; the personnel of the Civil
Service was to be greatly reduced, vcrious subsidies
2bolished, and an Internal Loan floated. The suspension of
the liens for at leest 20 years was insisted upon as an
essential.

The scheme received the approval of economists and

bankers, but political difficulties developed in various
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oountries, partioularly in Franoe. In the negotiations
that ensued the Bank of England took a large part*, using
their utmost influence to secure the success of the soheme,
making various suggestions regarding the raising of the
necessary funds, and endeavouring to interest the Central
Banks of neutral Nations. The Bank oonsidered that if the
credits and eoonomio control of Austria were left to the
sole care of the Entente there would result a perpetuation
of the animosities arising out of the war, und they therefore
desired that a predominant financial share should be taken
by Neutrals and that the Controller of Austrian finanoe
should be a Neutral.

The obJjects which the Bank were trying to secure
were however defeated and a2n opportunity of saving Austria
whi le her oredit was relatively good was lost, conflioting
politioal aims resulting in a failure on the part of certain
oountries to release the liens. For the time being the

whole soheme was dropped.

*25th May 1921 The Governor informed the Committege of
Treasury:-—

That before long the French may be making an advanoe
to Austria and it would seem advisable for this Country
.to do the same, in anticipation of a loan presently to be
issued under the auspices of the League of Nations.

That the Government would have to go to Parliament
for permission to make such an advanoe and he suggested
for future oonsideration the possibility of the Benk
maldng an Advanoe under the partial guarantee of the
Government, the Advance to be repaid out of the prooeeds
of the loan when issued.

1st June 1921 The Committee agreed that the Bank shiould
be oommitted to an eventual liability of three eighths of
£2,000, 000 in connection with temporary Advanoes to be
made in one form or another to the Austrian Government in
aooordanoe with the Report of the Finance Committee of the
League of Nations.
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IN RESPECT OF BRITISH GOVERNMENT STOCKS

UNCIAIMED STOCK, DIVIDENDS, REDEMPTION MONTHS, &c.,

Stock

An Act of 1816 (56 Geo.TII cap. 60) provided for
the transfer to the Commissioners for the Reduction of the
National Debt of stock on which dividends he.d remained
uncleimed for ten years, and the payment of lottery prizes
or benefits and balances of sums isgued for paying the
principals of stocls or anmuities unclaimed for ten years
wag also to be made to the Commissioners, Unclaimed Dividends
Acoount. This arrangement. 2s regards stocks was confirmed
by the National Debt Act of 1870 (33 & %4 Vict.cap.71l) and

no change has since been made.

Dividends
Under an Act of 1845 (8 & 9 Vict.cap.62)
dividends on stocks, funds or annuities unclaimed for ten
years and upwards must be paid to the Commissioners for the
Reduotion of the National Debt. A change was made, however,
by the Finance Act of 1921 (11 & 12 Geo.V cap.32) into whi
the following section was introduced -

Section 49 (2)

"Seotion sixty-one of the National Debt Act, 1l&70

"(which makes provision for the payment of unclaimed

*dividends to the National Debt Commissioners), shell

i

"have effect as though for the f'irst paregraph thereof
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“there were substituted the following paragrapli:-—
"'Where any dividend accrued due on any sum of
Y1gtock is not claimed within such period as the
"'Treagury may prescribe, not being less than
"itwelve months or more than five years from the
"'date on which the dividend aoorued due, the
"1dividend so unclaimed shall be paid to the
" 'National Debt Commissioners.'"
The Treasury exeroised the discretion so given them on 1lst
October 1921 when the Lords Commissioners directed that -
"Where any dividend due on any sum of stock to which
"that section apolies is not claimed within a period
"of f'ive years from the date on which it accrued due
"or a period of one year from the date on which the
“"stock matures, whichever is the shorter, the dividend

"so unclaimed shall be paid to the National Debt

"Commissioners in compliance with the seotion."”

Redemption Monies
Previous to the war no arrangement had been made or
needed since the Act of 1816 already referred to.
Spring of 1921 fresh proposals were received from the
Treasury, in regard to which the Governor wrote to the
Controller of Finance the foliowing letter, dated 1lth March
1921:-
"I return the Memorandum on the subjeoct of
"Unclaimed Dividends and Redemption Monies. I understand
“"that the only question under consideration is that of the
"latter, with which also the draft clause received by our

"Aocountants from the Treasury alcne deals.
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"The most desirgble course from our
"standpoint seems to me to be that Redemption Monies
"should lie untouched for 12 months so as to give ample
"time for even a forgetful claimant. After the 12
*months the money should be paid over to the National
*Debt Cownissioners, who would remain liable f'or any
“claim established in respect of principal but not for
"accumulations of interest. This appears to me to be
"f'air because no clzimant can recson.bly expect to be
"gucranteed his full principal in cash and also recelve
“"interest; and having regerd to the wide fluctuatiors
"possible in the value of Securities, should think it
"better to give him security of Cepital rather than to
“make him f'or the sake of obtaining interest run the
“capital risk which such fluctuations would involve

"Such an arrengement if approved should
"epply to both Registered and Bearer holdings.

"There is an cltermative method of dealing
"with the matter which might perhaps be considered, via.,
"to piy the Redemption Monies into & deposit acoount in
"the Post Of'fice Savings Bank from which aocount every
“claim f'or & oapital sum oould be met with interest at
"t.he ourrent rate from the date when such sum was paid
"into the aocount, I em led t.0o mention this alternmative
"for the rezson that by far the lerfer proportion of

"unclaimed registered holdings consists of sums of £100

"or so, whilst of the Bearer Bonds s8till outstanding the
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"bulk are for £100 each, showing that it
"amongst small, and presumably less experienced, holders
"that the omission to cleim occurs, and the Treasury inay
"consider it good policy to protect that class of holder
"from the consequences of their own ignorance or neglect
"It is possible of course that failure to receive any
"fuarther dividend will direct the attention of holders to
"the matter at the end of 6 months, and that the amount
"unclaimed at the end of 12 months would consequently be
"comparatively trifling."”
This matter also was settled by the Finence Act of 1921,
Section 50 of which reads as follows -
"The provisions set out in the Third Schedule of this
"Act shall have effect for the purpose of carryvingz out,
"and in connection with, the redemption of am:
"Government stock."
The Third Schedule referred to {(paragraph 6) is as f'ollows
"Where eny principal moneys which become payable on the
"redemption of any Government stock are not claimed by
“"the stockholder within a period of one vear from the
"date of redemption, the moneys so unclaimed shall be
"f'orthwith paid to the Nation2l Debt Commissioners
"and when so paid shsll be held and dealt with by the
“said Commissioners in like manner as dividends paid to
“them under section sixty-one of the National Debt Act

0 1870. "
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Bank Holidays

The special Bank Holidays greanted during the war
period were ag follows.-
Tuesday 4th Auvgust 1914
Wednesdse.y 5th !

Thursday 6th

Saturday 1st January 1916

Saturday 22nd April
Saturday 1st July
Saturday 23rd December
Monday 1st January
Saturday 7th April
Monday 2nd July
Tuesday ist January
Saturday 18th May
Monday 1st July
Wednesdeay lst January
Se.turday  19th April
Tuesday ist July
Saturday 1%th July " Peace Celebration
Saturday 27th December
Thursday 1st January
Thursday 1st July

Saturday 1st January 1921
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The holideys on the 1lst January and the lst July,
beginning with the 1lst January 1916 and suspended in July
1921, were not holidays in the ordinary sense but were merely
days upon which Banks were allowed to olose their doors to
the Public in order that they might carry through the extra
work ental led at the end of each half year.

Previous to the granting of most of these extra
holidays the Bank's advice was asked, and the Bank did not in
general show themselves very favourable to the proposals

The extra Christmss holiday in 1916 was in part
oompenga.tion for the loss of holidays on Whit Mondey, 12th
June, and Monday, 7th August, (suspended by proolemations made
in pursuance of the Bank Holidsays Aot 1871).
allcwance of extra days had been suggested for the latter part
of 1916 but the idea was disoouraged by Lord Cunliffe.

In 1917 the Ministry of Munitions would have liled
all public holidays for the year cancelled, but on this
occaslion the Bank cpposed the omission of the Baster holiday

in vliew of the strain to whioh Ban) staff's had been subjeoted

by the 5% war Loan. The Banliers' Clear'ing House wished the

Saturday after Good Priday in this year to be made a Bankers'
Hollday; the Governor resisted the suggestion (the sooeptanoe
of whioh would incidentally have allowed Bsnkers three days!
extra interest on funds for the payment of the Seoond Call on
the War Loan), but a general holiday was grsnted.

It was with the approval of the Governor that
Saturday, 18th Msy 1918, the day before Whit Sunday, was made
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a holiday for Banks only, wnd on this occecasion thelr steffs
received the full benefit. In November 1919 the Bank, 'n
oonsenting to & holiday on Saturday, 27th December, proposed
that the Bankers' Close Days on the lgt Junuary and 1lst July
ghould be disoontinued, but they gave way upon pressure frcm
the other Banks.

For various reasons the Governor resisted an
sttempt to make Easter Ssturday 1920 a holiday, and in July
of that year the Bank successfully opposed an application
made to the Treasury by the Bankers' Clearing House for the
holidays of the lst January and the 1lst July to be made
permanent. The Bank pointed out that this half yearly
conoession had been made while the staffs of Banks were
depleted by war service. They considered that if, upon the
return to normeal conditions, work could not be coped with,
Banks should engage the services of additicnal staff and not
avoid such additions by imposing inconvenienoe on the General

Public. Such & course would form a dangerous precedent

which might with equal justice be claimed for other large

bodies of employees.

Bsnking Hours

In June 1919 the Bankers came to & unanimcus
decislon to urge, as & tentative measure, the closing of
Banks at 22 o'olock on Saturdays, for the second half of
that yesar. The Bank acquiesced in the arrangement but not

withcut a protest (v.Governor's letter to Dr.leef 20/6/19).
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The cloging of Banks in the London District at
3 p.m. on weekdays other than Saturdays came into force on

1st December 1915. In July 1920 the Chancellor was ssked

in the House of Commons whether a return to pre-war hours

wa,s not sdvisab le. The Bank, on being requested to gilve
thelr views, suggested the postponement of any ohange unt'l
after the perliod affeoted by the Daylight Seving Aot. No

change however was made prier to 31st August 1921.
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