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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 8 JANUARY.l987 

Present 

The Rt Hon Robert Leigh-Pemberton, Esq, Governor 

George Blunden, Esq, Deputy Governor 

The Hon Sir John Francis Haccouct Bartng, cvo 
Frederick Brian Corby, Esq 

Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Robert Haslam 

Sir Hector Laing 

Anthony David Loehnis, Esq 

Sic David Gerald Schol.ey, CBE 

David Alan Walker, Esq 

William Peter Cooke, Esq 

Douglas Alfred Dawkins, Esq 

John Stanton Flemming, Esq 

Anthony Laurie Coleby, Esq 

The Minutes of the Court of 18 December and the Meeting of 24 

December were confirmed, and those of the Meettng of 31 December 

were approved. 

l. 

Me Galpin having commented on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic markets, 

and the Offic1al Reserves figures for December which had been 

released the previous Monoay. 
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Under the weekly executive report:-

1 With reference to a Minute of 27 November, Mr Walker mentioned 

that negotiations for the sale of Johnson Matthey Commodities 

Ltd and Johnson Matthey Commodities Inc to Deak Morgan were 

now well advanced and that the terms, involving a premium of 

12 1/2% over net asset value, were satisfactory. It was 

hoped to complete the deal witnin the next few weeks. 

2 Witn reference to a Minute of 11 December, the Governor said 

that it would be announced at a press conference later that 

day that agreement nad been reached with the US Federal 

Banking Regulatory Authorities on proposals for a common 

measure of capital adequacy in the US and UK. 

At the Governor's invitation:-

1 Mr Loennis spoke about the Overseas Trade figures for November 

which had been published on 23 December. 

2 Mr Flemming commented on the Economic Report for December. 

3 Mr George then went on to introduce the regular discussion of 

monetary policy. He said that there had been little change 

in the monetary aggregates for November. The more rapid 

growth of MO probably reflected the strength of consumer 

spending. £M3 growth remained very strong with a year on 

year 1ncrease of 18 l/2% reflecting continu1ng rapid growth in 

bank lending . Against this background it was with some 

misgivings that we had withdrawn the mortgage lending 

guidance, but it could not be applied to banks if HMT were not 

prepared to apply it to building societies and it was in any 

event anomalous to restrain only this particular fo r m of 

(secured) lending. The monetary situation nad remained 

uncomfortable since the 1% rise in interest rates last autumn, 

with a risk of a further lurch in financial confidence which 

would have had damaging implications for the economic 

prospect . The improvement in financial sentiment over the 

holiday period had significantly reduced that risk but 



emer ging ma r k e t  hope s of an ea rly dec l i ne in inte r e s t  r a t e s  

we r e  prema t u r e . 

4 Mr Flemming spoke abou t a r epor t  on Company Pr ofitability and 

Financing in the fir s t  ha l f  of 198 6 which cov e r ed r ec e n t  

economic a n d  financia l  deve lopme n t s  i n  the indu s t ria l  and 

comme r cia l company s e c tor . 

The Gov e r nor r epor ted that Sir John Ba ring had acted as an 

a l t e r nate at  a mee ting o f  the S ta f f  Committee whic h had t a k e n  

p lace t h a t  mor ning . 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 15 JANUARY 1 9 8 7  

Pr esent 

The Rt Hon Rob e r t  Leig h -Pembe r ton , Esq , Gov e r nor 

George B l unden , Esq , Dep u ty Gov e r nor 

Dr David Valen t i ne Atte r ton , CBE 

Sir George Ad rian Hayhu r s t  Cad b u r y  

Rod ney Desmond Ga l p i n , Esq 

Edward Alan John Geor g e , Esq 

Sir Hector Laing 

Anthony David Loe hnis , Esq 

David Alan Wal k e r ,  Esq 

Douglas Alfred Dawkin s , Esq 

The Min u t e s  of the las t Cou r t , having been circu lated , we r e  

approv ed . 

Th e r e  be i ng no comme n t s  on the wee k l y  fig u r e s , the Gov e r no r  

invited Mr Geo rge t o  speak abo u t  t h e  s tate of t h e  for eig n 

exchanges and the domes tic mar k e t s . 

 

As the r e  we r e  no items for discus sion under the wee k ly execu tiv e 

r e por t , the Gov e r nor invited Mr Loe hnis to i n t r od u c e  t h e  

I n t e r national Economic Deve lopmen t s  paper for Decembe r a n d  a b r ief 

discussion ensued . 

�-�-  

�D-: ..2tcf-o 1')8'7. 
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A COURT OF D I R ECTORS AT THE BANK 

THURS DAY 22 JAN UARY 198 7 

P r e s e n t  

The R t  H o n  Robe r t  L e i g h- Pembe r t o n , E s q , Gove r n o r  

George  B l u n d e n ,  E s q ,  Depu t y  Gove r n o r  

O r  Dav i d  Va l e n t i ne A t t e r t o n , CBE 

The Hon S i r  John  F r a nc i s  Ha rcou r t  Ba r i ng ,  CVO 

S i r  Geo rge A d r i a n  H a yhu r s t  Cadb u r y  

F r ede r i c k B r i a n  C o r by , Esq  

Rodney Desmond G a lp i n ,  Esq  

S i r  Robe r t  H a s l am 

S i r  Ma r t i n  Wa k e f i e l d  Ja comb 

S i r  H e c t o r  La i ng 

Ga v i n  Ha r ry La i r d ,  Esq  

A n t ho ny Da v i d  Loeh n i s ,  Esq  

Lord  N e l s o n  o f  S t a f f o r d  

Da v i d  A l a n  Wa l k e r ,  E s q  

D e r y k  Va n d e r  Weye r ,  E s q ,  CBE 

S i r  Les l i e  C l a r e nce Young , CBE  

Doug l a s  A l f r e d  Dawk i ns ,  Esq  

John  S t a n t on F l emm i n g , Esq  

Anthony L au r i e  Coleby , Esq  

The  M i n u t e s  of the  last  Cou r t , h a v i ng b e e n  c i r c u l a t e d , we r e  

app r oved . 

 

M r  Ga l p i n h a v i ng comme n t ed o n  t h e  wee k l y  f i g u r e s ,  t h e  Gove r n o r  

i nv i t e d  M r  Coleby , i n  t h e  a b s e n ce o f  M r  G eo r ge , t o  spe a k  a b o u t  t h e  

s t a t e  of t h e  f o r e i gn e x c h a nges  a n d  t h e  dome s t i c  ma r k et s .  
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Unde r t h e  wee k l y  execu t i ve r epo r t : -

1 W i t h  r e f e rence  to a M i n u t e  o f  2 7  N o vembe r 1 9 8 6  a n d  e a r l i e r ,  

M r  Wa l k e r  i nf o rmed Cou r t  t h a t  t h e  JMB i ndemn i t y h a d  been  

r econc i l ed  in  the  sum of £41. 5 mn a n d  t h a t  a n  i n t e r 1 m  

d i st r i bu t i on t o  the  co- i ndemn i t o r s  m i g h t  b e  poss i b l e  l a t e r  i n  

t h e  yea r i f  t h e r e  was a s u f f i c i e n t l y  s u b s t an t i a l  i m p r o vement 

in  MFL ' s  pos i t i on . 

6 

2 I n  r e f e r r i ng t o  t h e  P r oposed Agendas  f o r  Co u r t  f o r  t h e  comi ng  

yea r ,  t h e  Gov e r n o r  e x p l a i ned  t h a t  a s  t h e r e  were  n o  r eg u l a r  

ma j o r  items schedu l e d  f o r  two wee k s  each  mo n t h  i t  wo u l d  be 

app r op r i a t e  for f u t u r e  d i s c u s s i o n  t op i c s  t o  be i n c l u d ed on  t h e  

a g e n d a  o n  t h o s e  day s ,  t h u s  obv i a t i ng t h e  n e e d  f o r  a n  11 . 3 0 a m  

s t a r t  once a mont h . He a l so  i nv i ted  Membe r s '  v i ews on t h e  

pos s i b i l i t y of con d uc t i ng t h e  ro u t i ne bu s i ne s s  o f  C ou r t ,  f rom 

t i me to t i me when  t h e  agenda pe rm i t t e d , w i t h o u t  r e q u i r i ng a 

gene r a l  a t t e n dance . 

3 The Gove r no r  spo k e  to Cou r t  about t h e  e v e n t s o f  t h e  p r e v i o u s  

wee k s u r r o u n d i ng G u i n n e s s  p l c . He emph a s i s e d  t h a t  t h e  

G u i n n e s s  a f f a i r  w a s  p r i ma r i ly a f i na nc i a l  scanda l ,  not  a C i t y  

one . The r ev e l a t i o ns  d i d  not  demon s t r a t e  a f a i l u r e o f  t h e  

n e w  r e g u l a t o r y  system as n e i t h e r  t h e  F i na n c i a l  Se r v i ce s  A c t  

nor  t h e  n ew Ban k i ng A c t  w e r e  yet  i n  f o r c e . H e  w e n t  o n  t o  

e x pl a i n  t h a t  t h e  B a n k  h a d  n o t  been d i r e c t l y  i nv o l v e d  w i t h  

G u i n n e s s  e xcept i n  t h e  i ns t a l l a t i on o f  t h e  new  N o n - E x e c u t i v e  

D i rec t o r s  l a s t  S umme r - w h o  h a d  t h r o u g h o u t  shown t h e i r  wo r t h  -

but  t h e  B a n k  had  t a k e n  a c lose  i nt e r e s t  i n  G u i n n e s s ' s  

f i na n c i a l  ad v i so r s .  Th i s  had  c u l m i na t e d  i n  t h e  r e s i g n a t i on s  

e a r l i e r  t h a t  w e e k  o f  two D i r e c t o r s  o f  Mo r g a n  G r e nf e l l .  

M r  Ga l p i n  r ep o r t ed a f o r thcom i ng r e s 1 g n a t i on f rom A n s bach e r s  

a n d  a p l an t o  e x ami ne t h e  con t r o l s  e x e r c i se d  b y  b a n k s  ove r 

t he i r c o r po r a t e  f i nance d i v i s i o n s . 

At t h e  Gov e r no r ' s  i nv i t a t i o n : -

1 M r  Co r by i nt roduced a Repo r t  o f  t h e  S t a f f  Comm i t t e e  p r opos i ng 

a r ev i s i on of bor rowi ng l i m i t s  u n d e r  t h e  H o u s i ng Loan  Scheme , 

w h i ch was app roved . I t  was a l so  a g r e ed t h a t  a u t h o r i ty f o r  
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i nc re a s e s  i n  t he bo r r o w i n g  l i m i t s  i n  l i ne w i t h  t h e  e s t ab l i s he d  

f o r m u l a e  f o r  both  t h e  Hous i n g  a n d  E d u ca t 1 o n a l  L o a n  S chemes be 

d e l e g a t e d  t o  the C h i e f  of c o r po r a t e  S e r v i c e s , s u b j e c t  to t h e  

e x i s t i ng f o rmu l ae be i ng kept  u n d e r  regu l a r  r e v i ew a n d  

p roposa l s  f o r  c h a n g e  be i ng app roved by  Cou r t .  

2 M r  Dawk i ns i n t roduced a pape r p r epa r e d  by t h e  I nd u s t r i a l  

R el a t i ons  M a n a g e r  wh i c h  p roposed  amendme n t s  t o  t h e  e x i s t i ng 

Recogn i t i o n  a n d  P rocedu r e  A g r eeme n t  between  t he B a n k  a n d  t he 

U n i on . H e  exp l a i ned t h a t  t h e  p ropos a l s  a ro s e  i n  t h e  con t e x t  

o f  both  t h e  i nc r e a s i ng l i k e l i hood o f  a t r a n s f e r  o f  e ng a g emen t s  

f rom BESO t o  B I FU a n d  o f  t he t h i n k i ng b eh i nd t h e  1 9 8 7  Sc heme 

o f  C l a s s i f i ca t i o n .  I t  wa s a g reed  t h a t  ame n dme n t s  on t h e  

l i ne s  of those  p roposed b e  d i s c u s s e d  w 1 t h  BESO . 

3 M r  F l emmi ng commen ted on t h e  Econom i c  Repo r t  f o r  J a n u a r y . 

4 W i t h  r e f e r e nce t o  t h e  p r ov i s i on a l  Money a n d  B a n k i ng f i g u r e s  

f o r  Decembe r ,  M r  Coleby  i nt roduced t h e  r eg u l a r  d i s c us s i o n  o f  

mo net a r y  pol i c y . M O  had  r i se n  by 1 1 / 4  - 1 1/ 2 %  d u r i ng t h e  

mon t h , much t h e  s ame a s  a y e a r  ea r l i e r ,  so  t h e  yea r o n  y e a r  

i nc r ease  wa s unchanged  a t  abo u t  5 1 / 4 % . £M3  s howed mode s t  

g r owth o f  1 / 4 %  w i t h  t h e  y e a r  o n  yea r i nc r e a s e  down f rom 1 8  

1 / 2 %  t o  1 8% . B u t  t h e  mo r e  mode s t  g ro w t h  o f  b r o a d  money i n  

r e c e n t  mon t h s  owed a g r ea t  d e a l  t o  t h e r e  h a v i ng b e e n  a p e r i o d  

o f  heavy  ove r f u nd i n g ,  wh i ch wou l d  need  t o  l e v e l  o u t  o v e r  t h e  

f i sc a l  y e a r  a s  a who l e .  I t  wou l d  b e  m i s l e a d i ng t o  c o nc l u d e  

t h a t  t h e  u nde r l y i ng r a te o f  g ro w t h  o f  b r oad money h a d  f a l l e n , 

a n d  on t h i s  e v i dence t h e r e  was  no i nd i c a t i o n  t h a t  po l i cy w a s  

too t i g h t . The r e  was ce r t a i n ly l e s s  p r e s s u r e  f o r  a r i se i n  

i nt e r e s t  r a t e s  i n  t he mar k e t s ,  w h i ch m i g h t  be b eg i n n i ng t o  

see k t o  p u s h  r a t e s  down ; o u r  r e sponse  n e e d e d  t o  be e x t r e m e l y  

c a u t i o u s . We cou ld not  d i smi s s  t h e  poss i b i l i ty o f  n e e d i ng t o  

p u s h  r a t e s  u p  i n  t h e  face  o f  s t ro n g  deman d  i n  t h e  economy , b u t  

t h a t  c o u l d  wa i t  on  f u r t h e r  e v i dence o f  t h e  a b i l i ty o f  dome s t i c  

o u t p u t  t o  s a t i s f y  i t  w i t ho u t  u n d u e  spill o v e r  i n t o  t he b a l a nc e  

o f  payme n t s  o r  i nf l a t i on . 

-CA ik-F � 
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A COURT OF DIRECTORS AT THE BAN K 

THURS DAY 29 JANUARY 1 9 8 7  

P r es e n t  

T h e  R t  H o n  Robe r t  L e i gh- Pembe r t o n , Gove r n o r  

Geo r ge B l u n de n ,  E sg ,  Deputy  Governor  

The H o n  S i r  Jo h n  F r a n c i s  Ha r cou r t  B a r i ng ,  CVO 

S i r  George  Ad r i a n Hayhu r s t  Cadb u ry 

F r ede r i c k  B r i a n  C o r by , Esg 

Rodney Desmon d  Ga lp i n ,  E sg 

Edwa r d  A l a n  John George , E sg 

S i r  Robe r t  H a s l am 

S i r  M a r t i n  W a k e f i e l d  Ja comb 

S i r  H e c t o r  La i ng 

Gav i n  H a r r y  La i r d ,  E sg 

Anthony  Da v i d  Loe h n i s ,  Esg 

Lord N e l son  of S t a f f o r d  

S i r  Da v i d  G e r a l d  Scholey , CBE 

D e r y k  Va nder  Weye r , E sg ,  CBE 

S i r  Les l i e  C l a r ence Young , CBE 

W i l l i am P e t e r  Coo k e , Esg 

Dou g l a s  A l f red  Dawk i n s ,  E sg 

J o h n  S t a n t o n  F l emm i n g , E sg 

The  M i n u t e s  of t h e  l a s t  Cou r t ,  h a v i ng been  c i r c u l a t e d ,  w e r e  

app rove d .  

M r  Ga l p i n  ha v i ng comme n t e d  o n  t h e  wee k l y  f i g u r e s , t h e  Gove r no r  

i n v i t ed M r  Geo rge t o  spea k  a b o u t  t h e  s t a t e  o f  t h e  f o r e i g n  

e x c h a n g e s  and  t h e  dome s t i c  ma r k e t s .  
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Und e r  the wee k ly exec u t i ve r epo r t: -

l W i t h  r efe r e nce to a M i n u t e  of 2 Octob e r  1 9 8 6 , M r  Dawk i n s  

i nformed Cou r t  that i n  r e s pon s e  t o  t h e  Joi n t  Pay Re v i ew 

under tak en r ec e n t ly by Dr Bambe r ,  BESO had s u bm i t ted a 

c la i m  for a 4 0 %  inc rease i n  salar i e s  and othe r fring e 

benef i t s , wh i c h  was tota l l y  u n r eal i s t ic .  A l t hough i t  was 

not the i n t e n t i on to i nvol v e  Cou r t  w i th each s tage of t h e  

negot iat i on s , the Gov e r nor said t hat i t  was app rop r iate for 

Cou r t  to be aware of th i s  i n i t ial r eac t ion by the U n i on . 

2 Mr Gal p i n  d r ew Cou r t ' s  attent i on to the ac t i v i t i e s  of 

Mr J S G Bogg s ,  an ar t i s t ,  who spec i a l i sed i n  d raw i ng s  of 

ban knote s . In Septembe r of the p r e v ious year , Bog g s  had 

app l i ed for pe r m i s s i on to r eprod uce Ban k of Eng land notes 

wh i c h  had been r efused: the pol i c e  had subsequ e n t l y  

conf i scated examples of Bogg s '  d r aw i ng s  of our  ban k notes 

wh i c h  had bee n  on d i s p lay at an exh i b i t i on. On t h e  adv i c e  

of the Ban k ' s  sol i c i tors i t  had b e e n  ag r eed t hat Bog g s  

should b e  prosec u ted i n  r e s pec t of reprod u c t i on s  w h i c h  we r e  

con t ra r y  t o  t h e  prov i s i ons of Sec t i on 1 8 ( 1 ) of t h e  For g e r y  

and Counte rfe i t i ng Ac t 1 9 8 1 ; b u t  a s  t h e r e  was n o  d i r ec t 

i n te n t i on to dece i ve , Bog g s  had not been charged w i t h the 

mo r e  s e r ious offence of coun t e rfe i t i ng unde r the p r ov i s i on s  

o f  Sec t i on 1 4  of t h e  Ac t .  A t  a hear i ng o n  1 2  Janua r y , 

Bog g s  had elec ted to be t r i ed by j u r y  i n  the Crown Cou r t  

and comm i t ta l  proceed i ng s  we r e  sc hedu led for 8 Apr i l .  

M r  Ga l p i n  exp lai ned t hat i t  was fe l t  t hat the Ban k had no 

opt i on but to prosec u te in t h i s  case ; Bogg s '  r eproduc t ions 

we r e  not wor k s  of art  bu t dange rous i m i tat i on s  of o u r  

ban k notes ; fa i l u r e  t o  prosec u t e  cou ld e ncou r ag e  othe r s  t o  

r e pr od uce and u t t e r  ban k notes w i t h pos s i b le con s e q u e n t  l o s s  

t o  the publ i c .  

H e  said that press r epor t s  o n  t h i s  case had been 

u ns y mpat h e t i c: suggest ions t hat Bog g s  had been allowed to 

r ep r oduce Swiss ban k notes we r e  m i s lead i ng - the Sw i s s  

Nat i onal Ban k had no powe r s  t o  p r e v e n t  h i m .  He  a l so 

me n t i oned that th i s  was the f ifth occas i on that the Ban k  
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had p r osecu ted u n d e r  Sec tion 1 8 (1 ) o f  the 1 9 81 Ac t :  three  

p r o s e c u tions had been succe s s f ul a n d  two , including the 

p r e se n t case , we r e  pendin g . 

10 

3 The Gov e r n o r  r e fe r r e d  to the s t at eme n t  made the p r e viou s  

d a y  by  the Sec r e t a r y  o f  S t a te f o r  Tr ade  & I n d u s t r y  r ela ting 

t o  the r ole of the Take o v e r  P a n el . H e  e xplained tha t it  

was  impo r ta n t  that  s teps should b e  t aken  t o  s t r e n g then the 

Take o v e r  Panel witho u t  b r inging it  within a s ta tu t o r y  

f r amewo r k .  He had that  mo r n1ng s poken with the Chairman 

o f  the Panel - who himself would be issuing  a s t a t emen t  

sho r tly - a n d  had r aised the q u e s tion o f  whethe r t n e  Pa nel 

had ade q u a t e  r e s o u rces and whe the r r ep r e s e n t a tion o n  the 

Panel of a membe r of S I B ,  or a d ditional S RO s , or lay  

membe r s , wo uld be  a pp r opria te. 

A f t e r  s ome discus sion which f oc u s s e d  pa r t icula rly o n  the 

p recise r ole o f  the Take o v e r  Pan el , and in tha t c o n t ex t , 

the d e sir abil 1 ty o f  non-pr ac titio n e r  r ep r e s e n t a tion ,  the 

Gov e r n o r  said tha t he would welcome f u r the r comme n t  o n  this 

issue  which should be discu s sed  ag ain a t  Cou r t .  

Fou r  le t te r s  f r om Mes s r s  Fr e sh f i eld s we r e  s ubmi t t e d  toge t he r with  

a n umbe r of  documen t s  to be seale d , n amely:-

1 Two Dee d s  o f  Tr a n s f e r  r ela ting t o  the s ale o f  the Live r pool 

a n d  So uthampton B r a nches t o  the TSB E ngla n d  a n d  Wales  plc . 

2 A Deed o f  Adhe r ence , in d u plic a t e , admi t ting Cly d e s d ale Bank 

plc t o  S e t tlemen t  Bank s ta t u s  within the  Cen t r al Gil t s  O f fice 

S e r vice . 

3 A Lease in r e s pe c t  o f  baseme n t  p r emises  in Las e r  Hou s e  ECl 

which had been  acquir ed by the Bank a s  a n  a ncill a r y  f u r ni t u r e  

s t o r e . 

The Cou r t  approved the r e o f  a n d  ORDERED tha t the doc ume n t s  in 

q u e s tion be sealed with the Common S e al of  the B a n k .  
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At the Governor's invitation:-

1 Sir Adrian Cadbury introduced a Report of the Trustees of the 
Court Pension Scheme which was laid before Court. 

2 Mr Loehnis spoke about the Overseas Trade figures for December 
which had been published the previous day. 

3 Me Flernming commented on the Bank Winter Forecast which nad 
been prepared by the Economics Division. 

~.?.-~ 
~c--+-0 , t l.tt~ '9t'7 'l rl 
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A COURT OF D I RECTORS AT THE BANK 

THURS DAY 5 FEBRUARY 198 7  

P r es e n t  

T h e  R t  Hon  Robe r t  L e i g h- Pembe r t on , Gove r no r  

Geo r ge B l u n de n ,  E s q ,  Deput y  Gove r n o r  

T h e  H o n  S i r  J o h n  F r a nc i s  H a r co u r t  Ba r i ng ,  CVO 

S i r  Geo r g e  Ad r i a n  H a yh u r s t  Cadbu r y  

F r ed e r i c k  B r i a n C o r by , Esq 

Rodney Desmond Ga lp i n ,  E sq 

E dwa r d  A l a n  J o h n  Geo r g e ,  E s q  

S i r  Robe r t  H a s l am 

S i r  H e c t o r  La i ng 

A n t hony Dav i d  L o e h n i s ,  E s q  

L o r d  N e l s o n  o f  S t a f f o r d  

S i r  Dav i d  G e r a l d  S c h o l ey , C B E  

S i r  Les l i e  C l a r e nce Y o u n g , CBE 

W i l liam Pet e r  Coo k e ,  E sq 

Doug l a s  A l f r e d  Dawk i n s ,  E sq 

J o h n  S ta n t o n  F l emm i ng , Esq 

The M i nu te s  o f  t he last  Cou r t ,  h av i ng been  c i r c u l a t e d , we r e  

app r o v e d .  

1 2  

The r e  be i ng no  comme n t s  on  t h e  wee k ly f i g u r e s ,  M r  G e o r g e  spo k e  

about  t he s t a t e  of t h e  f o r e i g n  e x c h a nges  a n d  t he s t a t e  of t h e  

dome s t i c  ma r k e t s ,  a n d  t h e  O f f i c i al R e s e r ve s  f i g u r e s  f o r  Decembe r 

wh i c h  h a d  been  r e l ea sed t he p r ev i o u s  T u e s da y .  

Under  t he wee k l y  e xe c u t i ve repo r t : -

1 W i t h  r e f e r e nc e  t o  a M i nu t e  of 2 2  J a n u a ry , t h e  Gove r no r  s a i d  

t h a t  a s  a r e s u l t  o f  comme n t s  r e c e i v e d  f r om Membe r s  o n  t h e  

s u b j ec t  of wee k l y  a t t e nd a n c e  a t  Co u r t , i t  wa s c l e a r  t h a t  t h e  
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present practtce should be maintained. However, it mtght be 

helpful, whenever posstble, to gtve Members a clearer and 

earlter indicatton of the subjects on the agenda each w~ek. 

This woulu enable tndtviduals to determine whether , in the 

light of their other commitments , their attendance would be 
appropriate . 

13 

Wlth reference to a Mlnute of 8 January and earlier, the Governor 

1nvited the Deputy Governor to brtng Court up to date on the 

negotiations for the sale of the commodity subsidtaries of 

Minories Finance Ltd. The Deputy Governor expla1ned that 

negot1at1ons had been finalised and it was now necessary to 

execute two documents in respect of the sale of Johnson Matthey 

Commodlties Ltd and Johnson Matthey Commodities Inc, both of which 

requ1red s1gning on behalf of the Bank. In the event of the 

latter document requtring signature in New York, Court agreed that 

a Power of Attorney be granted to Sullivan & Cromwell, 

Freshfields' New York counterpart, authoristng them to stgn on 

behalf of the Bank. 

Add1tionally in respect of the sale of Johnson Matthey Commodtties 

Ltd, it was necessary to issue two indemntties under seal -

although neither was available for sealing that day, namely:-

l An Indemnity 1n respect of any tax liabilit1es 1ncurred by JMC 

Ltd wh1le 1t has been 1n the ulttmate ownership of the Bank. 



2 A n  I n demn i t y  i n  respect o f  a poss 1 bl e  l i a b i l i ty a r i s i ng f rom 

l i t i g a t i o n  over t he def a u l t  of t h e  I n t e r n a t i o n a l  T i n  Counc i l .  

The  Cou r t  app r oved t h e reof  and  OR DER E D  t h a t , s u b j ect to Me s s r s  

F r e s h f i e l ds p r ov i d i ng a l e t t e r  conf i rm i n g  t h a t  t h e  doc ume n t s  we r e  

i n  a f i t  a n d  proper  f o r m ,  t h e  docume n t s  i n  q u e s tion be sea l e d  i n  

due  cou r s e  w i t h  t h e  Common S e a l  o f  t h e  Ba n k . 

Cou r t  gave t he i r  app roval  to M r  Va n d e r  Wey e r  becom i ng a 

n o n - E xecut i ve D i r e c t o r  o f  Has l eme r e  E s t a t e s  pl c .  

A t  the Gove r n o r ' s  i nv i t a t io n : -

1 M r  Loe h n is p r es e n t ed t h e  I n t e r n a t i o n a l  Econom i c  

Developme n t s  paper f o r  J a n u a ry ; a n d  

2 M r  F l emming comme nted on t h e  Econom 1 c  comme n t a ry f r om 

t h e  F eb r u a r y  e d i t 1 on of the  Qu a r t e r l y  B u l l e t i n .  

A d i sc u s s i on f o l l owed each of t he p r e s e n t a t i on s . 

�.&�. 
L c..,_,. 

     � [�,  
  

      
, .) " \. .... \. 

12 t/; �� /(7'1;7 
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A COURT OF D I R ECTORS AT THE BANK 

TH URS DAY 12 FEBRUARY 198 7 

P r esent  

The R t  H o n  Robe r t  L e i g h- Pembe r ton , Gove r n o r  

G e o r ge B l u n de n ,  E s q ,  Dep u t y  Gov e r n o r  

D r  oav 1 d  Va l e n t i ne A t t e r ton , CBE 

The Hon S i r  John F r a n c i s  H a r c o u r t  Ba r i ng ,  CVO 

S i r  George  A d r i a n  Hayhu r s t  Cadbu r y  

F r ede r i c k  B r i an Co r b y ,  E s q  

R o d n e y  Desmond G a l pin , E s q  

E dwa r d  A l a n  J o h n  Geo r g e ,  E s q  

S i r  Ma r t i n  Wa k e f i e l d  Ja comb 

S i r  H e c t o r  L a i ng 

Ga v i n  H a r r y  L a i r d ,  E sq 

S i r  Da v i d  G e r a l d  S c h o l e y , CBE 

Dav i d  A l a n  Wal k e r ,  Esq 

D e r y k  Va nde r Weye r ,  E sq ,  CBE 

Will i a m  P e t e r  Coo k e ,  E s q  

Dou g l a s  A l f r e d  oaw k i n s ,  E s q  

J o h n  S t a n t o n  F l emm i ng , E s q  

The M i n u t e s  o f  the  l a s t  Cou r t ,  h a ving been c i r c u l a t e d , we r e  

app r o ve d .  

M r  G a l p i n  h a v i ng comme n t e d  o n  the  wee k l y  f i g u r es , t h e  Gove r no r  

i n v i t ed M r  G e o r g e  t o  s p e a k  about  t h e  s t a t e  o f  t h e  f o r e i gn 

e x c h a n g e s  a n d  t he domes t i c  ma r k e t s .  

U n d e r  t he wee k l y  e x e c u t i ve repo r t : -

1 W i t h  r e f e r e nc e  to a M i n u t e  o f  t h e  p r e v i ou s  w e e k  a n d  ea r lie r ,  

M r  Wal k e r  e x p l a i ned  t h a t  t h e  f o rmalit i es f o r  the  s a l e  o f  

J o h n s o n  M a t t h e y  Commodit i e s  L t d  a n d  Jo h n s o n  M a t t h e y  

1 5  
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Commodities Inc had not yet been completed. Th1s was 

princ1pally due to d1ff1culties experienced by the purchaser 

1n arranging the necessary banking fac1l1ttes. Nevertheless 

it was now anticipated that completion would take place on 

Tuesday of the following week . 

2 With reference to a Minute of 30 October 1986, the Governor 

spoke to Court about the Bank's more recent involvement with 

the Eurotunnel pro)ect. He explained that, at the 

16 

instigation of the Eurotunnel Board, the Bank were trying to 

f1nd a suitable and acceptable successor to Lord Pennock who 

had recently submitted h1s resignat1on as Cha1rman on the 

justifiable grounds of growing pressure of work from his other 

commitments. The Board had become increas1ngly concerned 

about the lack of progress that was being made on the project 

and the serious implications that this might have for raising 

further equity capttal later in the year. It was Important 

therefore that the Bank should assist 1n th1s way but 

unfortunate that our involvement had now become public 

knowledge. 

At the Governor's inv1tat1on, Hr oawkins introduced a Minute of 

the Committee of Treasury recommending eleven senior promotions 

and the payment of a gratuity. It was agreed that in connection 

with the Annual Review of Staff and with effect from 1 March 1987:-

lil The followtng Senior Officials be promoted:-

G M GILL 

Head of Foreign Exchange Olvision 

Scale llb 

L 0 0 PRICE 

Head of International Divis1on: 

Financial Markets and World Economy 
on Point c 

to P01nt A 

to Point B 



(ill The follow1ng be appointed a Sen1or Offic1al:-

J G HILL 

Ch1ef Dealing Manager and Staff 

co-ord1nator: Wholesale Markets 
Supervision, Gllt-Edged & Honey 

Market Operat1ons 

Scale 9 on Po1nt c 

(iii) The following be promoted from Scale 8 to Scale 9:-

W A ALLEN 
Head of Money Market Operat1ons 
Di vis1on 

Assistant to the Chief of the 
Banking Department 

Development Manager and Deputy 
Head of Systems & Office 
Services Div1sion, Corporate 
Serv1ces Department 

A Sen1or Manager, Banking 
Supervision D1v1sion 

Sen1or Manager, (Reserves 
Manager), Foretgn Exchange 
D1vis1on 

Senior Manager, Personnel 
Dtvislon, Corporate Services 
Department 

Agent, Glasgow 

Adviser, International 
F1nanc1al Inst1tut1ons, 
International Div1s1on 

at a bas1c salary of 

at a basic salary of 

at a bas1c salary of 

at a basic salary of 

at a bas1c salary of 

at a bas1c salary of 

at a basic salary of 

at a bas1c salary of 

17 
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(iv) The following gratuity be paid:-

Deputy Chief of the Bank1ng Department 

A statement of a ret1rement and a number of recent secondments was 
la1d before Court. 

Court gave the1r approval to or Atterton becoming a Director of 
Rank plc. 

Also at the Governor's 1nvitation:-

1 Or Atterton introduced a Report of the Charitable 
Appeals committee and drew attention in particular to 

the marked 1ncrease 1n the number of appeals received 
in the current year. The Report was laid before 

court. 

2 Mr Flemming drew attention to some aspects of the 
February edit1on of the Quarterly Bulletin, together 

w1th the latest ed1t1on of Bank Briefing, both of 
wh1ch were due to be published later that day. 

e:.~JU-- .I 
,. a , 

~c--"c-'7. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 19 FEBRUARY 198 7  

P r e s e n t  

T h e  R t  H o n  Robe r t  Leigh -Pembe r ton , Gove r n o r  

Geo rge Bl unden , Esq , Dep u t y  Gov e r no r  

Or  David Va len t i ne Atte r ton , CBE 

Sir Geo rge Ad rian Hay h u r s t  Cad bu r y  

Rod ney De smond G a l p i n , Esq 

Edwa r d  Alan Jo hn Geo rge , Esq 

Sir Rob e r t  Ha s l am 

Sir Ma r tin Wake f i e ld Jacomb 

Sir Hec t o r  Laing 

An t hony David Loe h nis , Esq 

Lord Nelson o f  Sta f fo r d  

Dav i d  Alan Wa lke r , Esq 

De ryk Va nde r Weye r ,  Esq , CBE 

Do uglas Al f r e d  Dawkins , Esq 

Jo hn Stanton Flemming , Esq 

The Min u t e s  o f  the las t Cou r t ,  hav i ng been cir c u l a ted , we r e  

appr oved . 

Mr Ga l p i n  h a ving c omme n ted on the wee k l y  figu r e s , t h e  Gove r n o r  

inv i ted M r  Geo rge to speak about the s t a t e  o f  t h e  f o r eign 

excha nges and the dome s tic marke t s . 

Under t h e  weekly exec u t i v e  r epo r t : -

( i) Mr Geo rge s poke abo u t  a paper concer ning a po s s i bl e  

expe r iment with a u c t i o n s  i n  t h e  G i l t - Edged Ma r ke t . He 

19 
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s a i d  that the quest i o n  of auct t o n s  o f  g i lt-edged sto c k  h a d  

f i r st been  r a i sed  i n  197 6  b u t  it h a d  not then  been  

f e a s i bl e .  Howev e r  the new m a r k et st r u ctu r e , with  

i nte rmed i ate ma r k et ma k e r s  who wou l d  act a s  a bu f f e r  

betwee n  the B a n k  a n d  the ma r k et , now made i t  pos s i b l e  to 

expe r i me nt with auct i o n s  w i th the a im of t r y i ng to 

i ntroduce  an e l ement of bac kbone  i nto the g i lt- edged 

f u n d i ng p r og r amme without too much  loss o f  the f l ex i b i l ity 

ava i l a b l e  under  the p r e s e nt tap a r r a ngement s . 

2 0  

( i i )  W ith r e f e r e nce to a M i n ute o f  5 F e b r u a r y  198 7 ,  M r  Loeh n i s  

ampl i f i e d  two i ss u e s  r a i sed  i n  the I nt e r n at i o n a l  Economic  

Developments Paper  f o r  J a n u a ry , n ame l y  the d ata r e l at i ng to 

I ta l i a n  wage r ates a nd the meas u r e s p r oposed by the U n ited 

State s Admi n i st r a t i o n  in the conte xt of p r oposed t r a d e  

l eg i s l at i o n  t o  imp rove Ame r i c a n  I nd u str i a l  compet i t i v e n e s s .  

W ith r e f e re nce to a M i n ute of the p r e v i o u s  wee k ,  a n d  e a r l i e r ,  the 

Gove r no r  i nf o r med C o u rt that the sea l i ng of the two i ndemn i t i e s  i n  

r espect o f  the s a l e  o f  Johnson  Matthey Commod i t i e s  Ltd wou l d  ta k e  

p l a c e  afte r C o u rt that day . H e  then  went o n  t o  e xp l a i n  that the 

document in  r e spect of the s a l e  o f  Joh n son Matthe y  I nc was  now d u e  

t o  b e  s i gned  e a r l y  next wee k .  Howev e r  i t  h a d  become nec e s s a ry 

f o r  the Pow e r  o f  Atto r ney g r a nted to Su l l i va n  a n d  C r omwe l l ,  

F r e s h f i e l d ' s  N ew Y o r k  counte rpa rt , - app roved by C o u rt on  

5 F e b r u a r y  - to be e x e c uted under  s ea l .  Mess r s  F re s h f i e l d s  had  

th e r e f o r e  p r ep a r e d  the nec e s s a r y  document , a n d  s u bmitted a l ette r  

co n f i rmi ng that i t  was  i n  a f it a n d  p r op e r  f o rm f o r  s ea l i ng b y  the 

B a n k . 

The  c o u rt app r oved th e r eof  and  ORDER E D  that the Powe r o f  Atto r n e y  

b e  sea l ed with t h e  common Sea l of t h e  B a n k .  

T h r e e  f u rt h e r  l ette r s  f rom Mess r s  F r e s h f i e l d s  we r e  t h e n  s ubmitted 

name l y : -

1 Two p r i o r ity mo rtgages , i n  re spect o f  the B a n k ' s  f i na nc i ng o f  

t h e  s a i l i ng tr a i n i ng s h i p  L o r d  N e l s o n , f o r  d i s cha r g e . 

2 A Deed of Re l ease  and  S ubstitut i o n  to e n a b l e  a membe r 

of sta f f  to comp l ete the p u r c h a s e  o f  a 999 y e a r  l e a s e  

o n  h i s  p rope rty . 
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3 A Deed o f  Substitu tion to enable a member o f  s ta f f  to 

comp l e t e  the p u r c hase o f  a 999 y e a r  lease on his 

prope r t y . This Deed r e p laced an e a r lie r Deed which 

h ad been e r r oneo u s l y  d r a f ted by the So licito r s  ac ting 

f o r  the membe r of s ta f f . 

The Co u r t  appr oved the r e o f  and ORDERED t h a t  the docume n t s  

i n  q u e s tion be sea led with t h e  Common Se a l  o f  t h e  Ba n k . 

Two r ec omme nda tions by the Gove r n o r s  r e l a ting to: -

i) t h e  a ppoin tment o f  the Sta nding Committees and 

Special Committee of Co u r t  for  198 7 /8 8 ; and 

ii) Dir ec to r s ' visits to Br anches and O f fices du ring t h e  

y e a r  198 7 / 8 8  

we r e  s u bmit ted and approved . 

The Gove r n o r  exp l ained tha t a rising f r om a r e view o f  the 

a r r angemen ts in f o r c e  to guard again s t  inside r dea ling by 

membe r s  of the s ta f f  it had se emed appropria te to conside r  

t h e  position o f  Membe r s  o f  Cour t .  Need less to s a y  he had 

comp l e t e  con fidence in Memb e r s  of Co u r t  and the 

d ec l a r a tions made by Gove r no r s  and Dir ec t o r s  on 

a ppoin tme n t  and r e a ppoin tmen t ,  as p r e s c r ibed by s ta t u t e . 

The d ec l a r a tions we r e  c a s t  in b r o ad t e r ms which wou ld 

inc l ude insid e r  dea ling bu t in o r d e r  to p r o t e c t  the Bank  

again s t  any cha rge t h a t  we f a 1 led to t ake a n  obvious 

p r e c a u tion , it was p r o posed that Membe r s  of Cou r t  sho u ld 

in f u t u r e  sign annua l ly a secr ecy d ec l a r a tion simi l a r  to 

that signed by membe r s  of the s t a f f .  

Commi t te e  o f  T r e a s u r y  had consid e r e d  t his issue t h e  

p r e vious we e k  and t h e r e  had b e e n  gene r a l  s u ppo r t  f o r  t h e  

propos a l , n o t  l e a s t  on the gr o unds o f  s e t ting a n  

example. Tha t Commit tee , howeve r ,  had s ugge s ted t h a t  t he 

dec l a r a tion s ho u ld be q u a lified to r e fe r  to ma t te r s  which 

we r e  "unpub lished or ma r k e t sensi tive" . 
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I t  was agreed t h a t  it wo uld be appr o pr ia t e  f o r  Membe r s  of 

Co u r t  to sign annua l ly a sec r ec y  d ec l a r a tio n . 

At the Gove r no r ' s  invita tion Mr Cha rkham a t tended Cou r t  to 

in t r od uce a pape r he h ad prepa r ed f o l lowing his visit to 

the USA the p r e vious Aut umn . The pape r , "Ob s e r v a tions on 

the US Co r po r a te Scene : Imp lic a tions for the UK" , was 

based on a numbe r of ind u s t r ia l  �nte rviews conduc ted l a s t 

year and the imp r e s sions gained du r ing his a t tenda nce a t  a 

conf e r ence on "Def ences to Ta k eover Bid s" .  A dis c u s sion , 

focus sing pa r ticu l a r l y  on the value of effec tive 

non-execu tive direc t o r s  and the role of sha r e ho lde r s  and 

in s ti t u tio na l inve s to r s , e n s ued . 

The Gove r n o r  then d r ew Cou r t ' s  a t t ention to a summa r y  of 

pr e s s  r e a c tion to the Febr u a r y  edition of the Qua r te r ly 

B u l l e tin which had been publis hed the previous wee k .  
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A COURT O F  D I R ECTORS A T  T H E  BANK 

THURS DAY 26 FEBRUARY 198 7  

P r e s e n t  

The R t  Hon  R obe r t  Le i g h- Pembe r t o n , Gove r n o r  

Geo rge B l u n de n ,  E s q ,  Depu t y  Gov e r n o r  

D r  D av i d  Va l e n t i ne A t t e r ton , CBE 

The Hon S i r  Joh n  F r a nc i s  H a r co u r t  Ba r i ng ,  CVO 

Rodney Desmond G a lp i n ,  E s q  

G a v i n  Ha r r y  La i r d ,  E s q  

Ant hony Da v i d  Loeh n i s ,  E s q  

L o r d  N e l son  of S t a f f o r d  

S i r  Da v i d  G e r a l d  S c h o l ey , CBE 

Da v i d  A l an Wa l k e r , E s q  

D e r y k  Va n d e r  Weye r ,  Esq , C B E  

Wi l l i am P e t e r  Coo k e ,  E s q  

John  S t a n t o n  F l emm i ng , E s q  

A n t ho n y  Lau r i e  Co l e by , E s q  

2 3  

The M i n u t e s  o f  t h e  l a s t  Cou r t , h a v i ng been c i r c u l a t e d , w e r e  

app r oved . 

T h e r e  be i ng n o  comme n t s  on t he wee k l y  f i g u r e s , t he Gove r n o r  

i n v i ted  M r  C o l eby , i n  t he abse nce o f  M r  G e o r g e ,  t o  spe a k  a b o u t  t h e  

s t a t e  o f  t h e  f o r e i g n  e x c ha nges  a n d  t he dome s t i c  ma r k e t s .  

U nd e r  t he wee k l y e x ec u t i ve r epo r t  M r  Loeh n i s  spo k e  a b o u t  t h e  

B r az i l i a n  mo r a t o r i um .  The p r e v i ous  F r i d a y ' s  move o f  a u n i l a t e r a l  

s u spe n s i on o f  i n t e r e s t  payme n t s  o n  med i um a nd l o ng t e rm c omme r c i a l  

debt  - c l a i med t o  b e  t h e  consequence  o f  d ec l i n i ng f o r e i g n  e x c h a n g e  

l iq u i d i t y ,  but  no d o u b t  a l s o d e s i g ne d  t o  put  p r e s s u r e  on  
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comme r c i a l  ba n k s  t o  a g r e e  r a p i d l y  t o  r e f i na n c i ng p ropos a l s  - h a d  

been f o l l owed  on  Tuesday b y  a n  a nn o u nceme n t  t h a t  a l l  payme n t s  o n  

s ho r t - t e rm i nt e r - b a n k  a n d  t r ade  c re d i t l i ne s ,  o t h e r  t h a n  i n t e r e s t , 

s h ou l d  be c h a n ne l l ed t h rough  t h e  Ce n t r a l  Ba n k .  T h e  B r az i l i a n  

a c t i o n  was seen  a s  p r ema t u r e a n d  one wh i c h  i f  de l ay e d  a n d  

j u s t i f i ed wo u l d  have  a t t r acted  g r e a t e r  sympa t h y . They  s h ou l d  

a l so  have  g i ve n  t h e  Adv i so r y  Commi t tee  a d v a n c e  wa r n i ng o f  t he i r  

f ea r s .  Gene r a l l y ba n k s  h a d  been good i n  k e ep i ng t he i r  i nt e r - ba n k  

l i ne s  ope n  but  t he i r  a t t i t u d e  cou l d  a l t e r  a s  a r e s u l t  o f  t he se 

move s .  I t  wa s a que s t i on of wa i t i ng a nd s e e i ng . T h e  B r azi l i a n  

P r e s i de n t  h a d  spo k e n  a bout  the  need f o r  new mea s u r e s  b u t  none  we r e  

y e t  e v i d e n t . New f i na n c e  f o r  B r az i l  was u n l i k e l y  t o  be 

cons i de re d  u nt i l  the pos i t i o n  became c l e a r e r , but the Adv i so r y  

Comm i t t ee h a d  been c o u n se l l i ng ba n k s  a g a i n s t  a n y  p r e c i p i t a t e  

a c t i o n .  The  r ec e n t  e v e n t s  had  c e r t a i n l y  u n d e r l i ne d  t h e  

i mpo r t a nce of s ee k i ng to  b r i ng to  a conc l u s i o n  nego t i a t i o n s  

c u r r e n t l y  t a k i ng p l a c e  w i t h  o t h e r  debtor  cou n t r i e s .  

A t  t h e  Gove r no r ' s  i n v i t a t i o n : -

l M r  F l emmi ng comme n t e d  on the  Economic  Repo r t  f o r  F e b r u a r y . 

2 W i t h  r e f e r e n c e  to t he p r o v i s i o n a l  money a nd ban k i ng f i g u r e s  

f o r  Janu a r y ,  M r  C o l e by i n t rod uced t h e  reg u l a r  d i s c u s s i on of 

mon e t a r y  po l i c y . MO ' s  p e r f o rmance was  best  meas u r e d  by t he 

s e a s o na l ly - a dj u s t ed f i g u r e s , down l/2%  on t h e  mon t h  b u t  j u s t  

o v e r  5%  u p  o n  t h e  y ea r ;  t h e  u na d j u s ted a n n u a l  f i g u r e w a s  

pot e n t i a l ly m i s l ea d i ng .  Feb r u a r y ' s  f i g u r e s  so  f a r  s ug g e s t e d  

t h a t  t h e  dec l i ne i n  MO ' s  g rowth  r a t e  was  con t i nu i ng .  £ M 3  

h a d  r i se n  o n  t h e  mon t h  by a l i t t le o v e r  1 %  w i t h  t h e  yea r o n  

y e a r  i nc r ea s e  down to  u nder  1 8 % , compa r e d  t o  1 8  l / 2 %  i n  

Decembe r a nd 19%  o r  h i g h e r  i n  s i x  o f  t h e  s e v e n  p r e v i o u s  

mon t h s ,  i n d i ca t i ng some mode r a t i o n  i n  t h e  a n n u a l i s e d  r a t e  o f  

g rowt h .  T h e  J a n u a r y  mod e r a t i o n  was pa r t i c u l a r l y  encou r ag i ng 

b e c a u s e  t he r e  was  no ov e r f u nd i ng o v e r  t h a t  twe l ve month  

pe r i od .  A s l ow-down i n  ba n k  l e nd i ng p r o v i ded  t h e  ma i n  

e x p l a na t i o n .  The  o v e r a l l  pos i t i o n  o n  Mon e t a r y  Agg rega t e s  

was  t h a t  t he y  w e r e  s t i l l  r u n n i ng qu i t e  s t r o n g l y  b u t  l e s s  

w o r r y i ng l y  so  t h a n  d u r i ng t he l a t t e r  p a r t  o f  l as t  yea r .  T h e  

qu e s t i on o f  w h e t h e r  o r  n o t  mone t a ry p o l i cy was  t i gh t  e n o u g h  
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had receded. But there was no strong case for a cut in 

interest rates, especially as the prospect was for the real 
economy to remain buoyant. It was important not to dislodge 
the exchange rate, or in any other way to risk reigniting 
inflation. 

The Governor paid tr1bute to Lord Nelson on the occasion of h1s 
last attendance at Court. Having been a Non-Execut1ve Director 
s1nce 1961 Lord Nelson had served longer in that position than 
anyone since 1946. It was a unique record of service to the Bank 
which should be recorded in the Minutes. 

In response Lord Nelson said that it had been a privilege to serve 
the Bank for so long and to work with so many colleagues. He had 

served through some very interesting and taxing times and had been 
very impressed by the way that Bank Off1cers, from the Governors 
downwards, had coped. 

/ 
.. . - , ..., 

7 

~r.A. ¥· c. ...... 



0136f 

COURI' OF DIREI:'I'ORS 

For the year ending 29 February 1988 

Declaration 
made before 

The Governor 

The Governor 

The Governor 

'Ihe Governor 

Date 

s. 3 . 87 

26 . 2 . 87 

19 . 2 . 87 

7. 1 . 87 

*Appointed 1 March 1987 

#Reappointed 1 March 1987 

26 

The Rt HOn Robert Leigh-Pemberton Governor 

George Blunden ESq , Deputy Governor 

Sir George Adr ian Hayhurst Cadbury 

#Sir Hector Laing 

Anthony David I.hn is ESq 

Sir David Gerald Scholey CBE 

Edward Alan John George ESq 

David Alan Walker ESq 

#The HOn Sir John Francis Harcourt Baring CVO 

Dr David Valentine Atterton CBE 

Rodney Desmond Galpin Esq 

Freder ick Brian Oorby ESq 

Sir Robert Haslam 

Gavin Harry Laird Esq 

Deryk Vander Weyer ESq CBE 

Sir Leslie Clarence Young CBE 

#Sir Martin Wakefield Jacomb 

*Sir Oolin Ross Oorness 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 5 MARCH 198 7  

P r e s e n t  

The Rt Hon Robe r t  Leigh - Pembe r ton , Gov e r n o r  

Geo rge B l unde n ,  Esq , Depu ty Gov e r no r  

Dr David Va l e n tine Atter ton , CBE 

Th e Hon Sir Jo hn Francis Harco u r t  Ba r ing , CVO 

Sir George Adrian Hayhu r s t  Cad bu r y  

Rod ney Desmond Ga l pin , Esq 

Edwa r d  Alan John George , Esq 

Sir Robe r t  Has l am 

Sir Hec t o r  Laing 

An thony David Loe hnis , Esq 

David Alan Walke r , Esq 

De ryk vand e r  Weye r , Esq , CBE 

Sir Leslie C l a r ence Young , CBE 

Wil liam Pe t e r  Cooke , Esq 

Do uglas Al f r ed Dawkin s ,  Esq 

John S t a n ton Flemming , Esq 

The Min u te s  of the l a s t  Cou r t ,  having been cir c u l a ted , we r e  

approved . 

 

The r e  being no comme nts o n  t h e  weekl y  figu r e s , t he Gove r n o r  

invited M r  Geo rge to speak a b o u t  the f o r eign exc h a nge s a n d  t h e  

s ta te o f  the dome s tic ma rke t s , a n d  to c omme n t  on t h e  O f ficia l 

Re s e r ve s  figu r e s  f or Febr ua r y  whic h h ad been r e l e a s ed t h e  p r e vio u s  

Tue s d a y . 
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Unde r t h e  week l y  e x ec u t i ve r epo r t  t h e  Gove r n o r  spok e  a bo u t : -

1 a v i s i t  t o  t h e  Bank t h e  p r e v i ous  day by Membe r s  o f  t h e  

T r e a s u r y  a n d  C i v 1 l  S e r v i ce Se l e c t  Comm i t te e . Th i s  was  

becomi ng a regu l a r  e v e n t  and  p ro v i d ed a n  oppo r t u n i ty t o  t a l k  

t o  Membe r s  of t h e  Comm i t t e e  a n d  a n s w e r  q u e s t i o n s  o n  c u r r e n t  

2 8  

i s s u e s . The mee t i ng h a d  been cons t r u c t i ve a n d  Memb e r s  o f  t h e  

Comm i t tee  h a d  f o u n d  i t  u s e f u l  a n d  i nf o r ma t i v e . I n  c omme n t i ng 

o n  t h e  meet i n g , t h e  Deputy  Gove r n o r  me n t i o ned  t h a t  t h e  

Comm i t tee w e r e  p rodu c i ng a r epo r t  o n  t h e  i n t e r na t i o n a l  d e b t  

s i t u a t i o n  wh i c h  seemed l ik e l y  t o  l e v e l  a deg r e e  o f  c r i t i c i s m  

a t  UK  b a nk s ' p r ov i s i on i ng . 

2 a mee t i ng t h a t  h a d  a l so t ak e n  p l a ce t h e  p r e v i ou s  day  w i t h  t h e  

C h a i rmen of t h e  London Commo d i t y  F u t u res  E x c h a ng e s  t o  co n s i d e r  

how t h e  p re s e n t  f r agme n t ed s y s t em o f  commod i t y  e x c h a n g e s  m i g h t  

b e  co- o r d i na t e d  t o  meet  t h e  demands  of s e l f - r egu l a t i o n  a n d  

f ut u r e  compe t i t i o n  f r om ove r se a s . I t  had been a g r e e d  a t  t h i s  

p r e l i m i n a r y  mee t i ng t o  e s t a b l i sh a S t a nd i ng Comm i t t e e ,  t o  be 

c h a i r e d  by Mr Wa lke r ,  t o  con s i de r  the ma t t e r  f u r t he r .  

A t  t h e  Gove r no r ' s  i n v i t a t i on M r  Loeh n i s  comme n t e d  o n  t h e  Ove r s e a s  

T r ade f i g u r e s  f o r  J a n u a r y  a n d  a l s o r e f e r r ed t o  t h e  B a l a n c e  o f  

Payme n t s  f i g u r es f o r  t he f o u r t h  q u a r t e r  of 198 6  w h i ch h a d  b e e n  

publ i s hed  t ha t  mo r n i n g .  H e  t he n  we n t  o n  t o  i n t r o d u c e  t h e  

I n t e r n a t i on a l Econom i c  De vel opme n t s  pap e r  f o r  Feb r u a r y .  
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 12 MARCH 1987 

Pr esent 

The R t  Hon Rober t Le i gh - Pember ton , Gover nor 

George B lu nden , Esq , Deputy Gover nor 

The Hon S ir John Fr anc i s  Harcourt B ar i n g ,  CVO 

S ir George Adr i a n  Hayhur s t  Cad bury 

Fr eder ic k Br i a n  Corby , Esq 

Rod ney Desmond Galp i n ,  Esq 

Edward Ala n John George , Esq 

Gav i n  Harr y La ird , Esq 

Anthony David Loehn i s ,  Esq 

Sir Dav i d  Ger a ld Scho ley , CBE 

David Alan Wa l ker , Esq 

Der y k  Vander Weyer , E sq , CBE 

Doug l a s  Alfred Dawk i ns , Esq 

The M i n u t e s  of the last Cour t , hav i ng bee n c ir c u l a ted , wer e 

appr oved . 

Ther e  be i ng no c omme n t s  on the wee kly f igur e s , the Gover nor 

i n v i t ed Mr George to spe a k  about the s t a t e  o f  the for e ign 

exchange s and the dome s t i c  mar k e t s . 

There be i ng no i t ems to be r a i sed u nder the wee k ly exec u t i ve 

r epor t ,  three l e t ters from M e s sr s  Fr e sh f i e l d s  wer e s u bm i t ted 

together w i th a n umber of doc ume n t s  t o  be s e a led , name l y : -

2 9  

1 A Co ntr ac t  f or B u i l d i ng Wor k s ,  i n  d up l i c a t e , b e t we e n  the B a n k  

a n d  Harr y Nea l L i m i ted , i n  r e spect o f  wor k to b e  c arr i ed o u t  

a t  the Record Of f ice , Roehamp to n .  
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2 A Counte r p a r t  Lea s e  in respect o f  o f f ic e s  on the f i r s t  f lo o r  

o f  Canis t e r  Hous e , Winche s t e r ,  t o  acc ommodate the Southampton 

Area Ag e nc y . 

3 A Coun t e r pa r t  Lease in r e spec t o f  o f f ic e s  on the fir s t  f lo o r  

o f  Me r c u r y  Cou r t ,  Live rpoo l ,  to accommodate the Live rpool 

Age nc y . 

The Co u r t  appr oved the r e o f  and ORDERED that the doc ume nts in 

q u e s tion be sea led with the Common Sea l of the Ba n k . 

At the Gove r no r ' s  invitation , the Deputy Gove rnor:-

l in t r oduced a Repo r t  o f  the Committee on Pe rmanent Con t r o l  o f  

Expe ndi t u r e , which was app roved . 

2 in t r oduced a Repo r t  o f  the Rec l a s sific a tion Commit t e e  

c o n t aining a negotia ting brief f o r  the 198 7  Scheme o f  

C l a s sific a tio n .  Rec l a s sific a tion needed t o  be 

s e l f - financing ; the re would a l so need to be an annu a l  p a y  

awa rd which wo uld be s u bject t o  a l a t e r  r ecommenda tio n .  

3 0  

M r  Co rby , in his c apacity a s  Chairman o f  the S t a f f  Committee , 

c omme n t ed tha t  a t  a meeting o f  tha t Committee e a r lie r that 

mo r ning two points had a risen which we r e  r e l e va n t  t o  the 

Repo r t ; a p r e s e n t a tio na l m a t t e r  r e l a ting to the need to 

e s t a b lish no rmal hou r s  of wo r k  had been r aised , and the need 

t o  e s t a b lish a Commit t e e  with r e sponsibility for the c a r e e r  

de v e lo pme n t  o f  se nio r s t a f f  i n  the c a teg ory o f  'O f f icia l s ' had 

been q u e s tio ned . 

These points we re noted and it was ag reed tha t  nego tiations 

with BESO sho u ld p r oceed on the b a sis o f  the pr oposals 

c o n t ained in the Repo r t . 

3 Mr Loehnis in t r oduced a pape r ,  Pric e  Deve l o pme n t s  in the S toc k 

Ma r k e t s ,  which o u t lined the r e a sons f o r  rising p ric e indexes 

in s t oc k ma r k e t s  a r ound the wo r ld .  

M r  Wa l k e r  having withdr a wn in ac c o rdanc e  with Sec tion 1 0  o f  the 

Cha r t e r ,  the Gove r n o r  info rmed Cou r t  that the Pe rma nent 
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Unde r -Sec r e ta ry o f  State at the Depa r tme n t  o f  

Ene rgy had w r i t te n  t o  a s k  i f  the B a n k  would p e rm i t  

M r  Wa l k e r  t o  accept a n  appo i n tment a s  a Non - Exec u t i ve 

membe r o f  the Ce n t r a l  Elec t r ic i t y  Gene r a t i ng Boa rd i f  i t  

we r e  o f f e r ed to h i m .  I t  had been nec e s s a r y  t o  c o n s u l t  

F r eshf i e l d s  as the Bank  Cha r t e r  p r e sc r i bed tha t a n  

Exec u t i v e  D i r ec t o r  sho u ld g i ve h i s  exc l u s i ve s e r v i c e s  t o  

t h e  Ban k . The i r  ad v ice w a s  t h a t  the a pp o i n tme n t  c o u l d  b e  

accepted , s u b j ect to the ag reement o f  Cou r t . 

The Gove r n o r  exp l a i ned that a l though th i s  c ame to Cou r t  

w i th the agreeme n t  o f  Comm i t tee o f  Treasu r y , who had met 

ea r l i e r  tha t day , some anxiety had bee n  exp r e s sed in tha t 

Comm i t te e  a bo u t  poten t i a l  co n f l ic t s  o f  inte r e s t . I t  had 

been accepted , howeve r ,  tha t as the a ppo i n tme n t  was w i th i n  

the p u b l ic sec to r , r a ther than w i th a p r i va t e  c ompany , 

such poten t i a l  co n f l i c t s  o f  inte rest were red uced . On 

that ba s i s  Cou r t  agreed that Mr Wa l k e r  m i ght accept the 

a ppo i n tme n t , i f  o f f e red , s u bjec t to any f e e  payable be i ng 

wa i ved o r  s u r r e nde r ed to the Ban k .  I t  was unde r s t ood 

tha t the appo i n tme n t  wou l d  r u n  f o r  a per iod o f  three y e a r s  

f r om 1 M a y  1987. 

«A.��-
�CJ t;>ll:fa-1.._ '9ra1 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 19 MARCH 198 7  

Present 

The R t  Hon Robe r t  Le igh - Pembe r t on , Gove r n o r  

S i r  Geo rge Adr i an Hay h u r s t  Cadbu r y  

Dr D a v i d  Va le n t i ne Atte r t o n , CBE 

The Hon S i r  Jo hn Franc i s  Harcou r t  B a r i ng ,  CVO 

F r ede r i c k  B r i a n  Co r by , Esq 

Rodney De smond Galp i n ,  Esq 

Edward Alan Jo hn Geo rge , Esq 

S i r  Ma r t i n  W a k ef i e ld Jacomb 

S i r  Hec t o r  La i ng 

W i l l i am Pe t e r  Coo k e , Esq 

Doug l a s  Alf r ed Dawk i n s , Esq 

John Stanton Flemm i ng ,  Esq 

The M i n u t e s  of t he last Cou r t , h a v i ng been c i rc u l a ted , we r e  

appr o ved . 

M r  Ga l p i n  h a v i ng c omme n ted on t h e  wee k l y  f ig u r e s , t h e  Gove r n o r  

i nv i ted M r  Geo rge t o  spe a k  about t h e  s t a te o f  t h e  fo r e ign 

exc hanges and t he dome s t i c ma r k e t s .  

The r e  be i ng no i tems fo r d i sc u s s i o n  u nde r t h e  wee k l y  exec u t i ve 

repo r t , a t  the Gove r no r ' s  i nv i t a t i o n : -

 

1 M r  D aw k i ns i nfo rmed Cou r t  t h a t  M r  C J Fa r r ow , a n  As s i s t a n t  

D i r e c t o r  w i t h r e spons i b i l i t y  for c o - o rd i na t i ng t h e  wo r k  of 

t h e  B a n k ' s  Indu s t r i a l  F i na nce & F i n a nc i a l  Supe r v i s i o n  -

Gene r a l  D i v i s i on s ,  u nder M r  Wa l ke r , w a s  l e av i ng the B a n k  o n  
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l April to take up an appointment with 
His responsibilities would be assumed by 

ME Hewitt; Hewitt's current responsibilities would pass 

to 

2 Me Flemming introduced a paper summarising the main 
proposals contained within the Chancellor's Budget 

33 

statement. Durinq the discussion which followed attention 

focussed on the proposed changes in income tax, the 
provision for income tax relief for employees in 
profit-related pay schemes, and the non indexation of 
excise duties; and the impact which these proposals might 
have on the level of wage settlements and on the retail 
price index. 

3 Mr Charkham attended Court and introduced a paper 
summarising the major points made by the Governor in his 
recent speeches to the Yorkshire and Humberside CBI and the 

Industrial Society . The Governor's speeches had maoe a 
valuable contribution to the current debate: in the 

context of the Governor's comments on mergers and 
takeovers, the need for concern about the takeover of UK 

companies by overseas companies was expressed and the 
discussion dwelt on the important role of non-executive 
directors, particularly in strengthening company boards. 
In this connection Sir Adrian Cadbury mentioned that 
PRONED, with the support of its sponsors, would be 
launching an initiative later in the year. 



A COURT OF D I RECTORS AT THE  BANK 

THUR S DAY 2 6  MARCH 198 7  

P r e s e n t  

The  R t  Hon  Robe r t  L e i g h - Pembe r t on ,  Gove r n o r  

G e o r g e  B l u nden , E s q ,  Dep u t y  Gov e r n o r  

D r  Dav i d  Va l ent i n e  A t t e r ton , CBE 

The  Hon  S i r  John  F r a n c i s  H a r cou r t  Ba r i ng ,  CVO 

S i r  G e o r g e  Ad r i a n Hayh u r s t  Cadb u r y  

Rodney Desmond  G a l p i n ,  E s q  

E dwa r d  A l a n  J o h n  Geo r g e ,  E s q  

S i r  Robe r t  H a s l am 

S i r  H e c t o r  L a i n g  

G a v i n  Ha r r y  L a i r d ,  E s q  

A n t h o n y  Dav i d  Loeh n 1 s ,  E s q  

S i r  Da v i d  G e r a l d  S c h o l ey , C B E  

Dav i d  A l a n  Wa lk e r , E s q  

Wi l l i a m  P e t e r  Coo k e ,  E s q  

Dou g l a s  A l f r ed Dawk i n s ,  E s q  

J o h n  S t a n t o n  F l emmi ng , E s q  

A n t h o n y  L a u r i e  C o l e by , E s q  

T h e  M i n u t es o f  t h e  l a s t  Cou r t ,  hav i ng bee n  c i r c u l a t e d , we r e  

app r oved . 

T h e r e  be i ng no comme n t s  on t h e  wee k l y  f i g u r e s ,  t he Gove r n o r  

i n v i te d  M r  G e o r g e  to  spea k about  t h e  s t a te o f  t h e  f o re i g n  

e x c h a n g e s  a n d  t h e  dome s t i c  ma r k e t s . 
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U n d e r  t he wee k ly exec u t i ve r epo r t : -

1 W i t h  r e f e r e n c e  t o  a M i n u t e  o f  4 Septembe r 1 9 8 6  a n d  

ea r li e r , t h e  Gov e r n o r  expla i n ed t h a t ,  co n t r a r y  t o  r e c e n t  

p r e s s  repo r t s ,  the  ag r eement r ela t i ng to  Me x i c a n  d e b t  h a d  

n o t  yet  b e e n  s i gned . Alt hough t h e  UK  ba n k s  h a d  p r o d u c e d  

9 5 %  of the i r  r equ i r ement , t h i s  had  b e e n  cond i t i o nal u p o n  

t h e  US b a n k s  p rodu c i ng 9 0 % ; so  f a r  t h e y  h a d  a c h i eved only 

8 3 % . P r e s s u r e  was now be i n g  b r o u g h t  t o  bear by  t he 

Fede r al Rese r ve Bank  of N ew Y o r k  to pe r s u a d e  t h e  UK b a n k s  

to  d r op t h e i r  cond i t i ons . Th e Gove r n o r  f elt t h a t  t h i s  

was q u i t e  un j u s t i f i ed - a v i ew s h a red  b y  Cou r t  - b u t  

t h o u g h t  t h a t  p rog r e s s  m i g h t  be a c h i eved i f  t h e  US ban k s  

r a i sed t he i r  comm i tme n t  t o ,  s a y , 8 7 % . 

2 I n  r e f e r r i ng to r e c e n t  p re s s  repo r t s ,  the  Gove r n o r  s a i d  

t h a t  t h e re was n o  f o u n d a tion i n  t h e  accu s a t i on made b y  S i r  

K e n n e t h  N ewma n ,  the Comm i s s i o n e r  of t h e  M e t ropol i t a n  

Pol i c e . The r e  h a d  been no  e x cep t i onal d r aw i ngs o f  £50 

n o t e s  t h r ough  t h e  B r i s t ol B r a n c h  and  we we r e  cle a r ly not  

awa r e  of any  u nu s ual t ra n s a c t i o n s  t a k i ng pla ce w h i ch m i g h t  

h a ve been  connected  w i t h  t he " la u n de r i ng "  o f  g o l d .  

At t h e  Gove r no r ' s  i n v i t a t i on : -

1 M r  Loeh n i s  comme n t ed on t h e  Ove r s e a s  T r a d e  F i g u r e s  f o r  

F e b r u a r y  wh i ch h a d  been r eleased t h a t  mo r n i ng .  

2 M r  Flemm i ng spo k e  about t h e  E conomi c  Repo r t  f o r  M a r c h . 

3 I n  i n t r o d u c i ng t h e  regula r mont hly d i sc u s s i on on mone t a r y  

pol i cy , M r  G e o r g e  expla i ne d  t h a t  pol i cy ove r t h e  la s t  

mo n t h  h a d  b e e n  d i rec ted  to  r e s i s t i ng downwa r d  p r e s s u r e  o n  

i nt e r e s t  r a t e s  a n d ,  t h r o u g h  s izea ble i nt e r ve n t i o n ,  upwa r d  

p r e s s u r e  on  t h e  e x c h a nge r a t e . Th i s  was a d i f f i c u l t  

bala n c i ng a c t . 

M r  G e o r g e  expl a i ned t h e  B a n k ' s  cau tion o n  i n t e r e s t  r a t e s  

b y  r e f e r r i ng t o  s e v e n  f a c t o r s  -
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( i )  buoyant dema nd and  outpu t , a s  s hown b y  t h e  la t e s t  
C B I  s u r vey; 

( ii )  t h e  Budget  t a x  reduc tions  which would a l r e a d y  
s u s t ain dema n d; 

 

( iii ) t he p rospec t o f  a ba l a n c e - of -pa yme n t s  def icit , which 
was 1 n fluenced by r ela tive d emand co nditions;  

( iv )  t h e  p rospect f o r  inflation , whic h a t  around  4%  was 
a t  t h e  t op end  for  ma j o r  c o u n t ries; 

( v )  t h e  st r e n g t h  of broad  money and  c r edit g r owt h;  

( vi )  t h e  s t r e n g t h  o f  a s s e t  p rice s ,  inc l u ding h o u s e  
p rices; a n d  

( vii ) t he vulne r a bility of t h e  e x c h a n g e  r a t e , which was  a 
f ic k le indic a t o r  pa r tic ula r ly in a p r e-ele c t o r a l  
sit u a tion , a s  had been demon s t r a t ed t h a t  mo r ning . 

We we r e  v e r y  con scious  o f  t h e  immedia te ris k ,  a t  a 

c ritic a l  time , t o  ind u s t rial con f 1 d e n c e  o f  t h e  e x c h a n g e  

r a t e  rising too f a r , whic h  e xplained t h e  e x c h a ng e  

int e r ve n t 1 o n . B u t  rising in f l a t 1 o n a r y  e xpect a tions would 

be no less damaging to  indu s t rial co nfidence  over a lon g e r  

pe riod a n d  w e  h a d  t o  t a k e  t h a t  als o 1nto accou n t . 

�.�· 
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A COURT OF DIRECTORS AT THE BAN K 

THUR S DAY 2 APR I L  1 9 8 7  

P r e s e n t  

T h e  R t  Hon  Robe r t  L e i g h - Pembe r t on , Gove r n o r  

Geo r ge B l u n de n ,  E s g ,  Depu t y  Gov e r n o r  

The H o n  S i r  J o h n  F r a n c i s  Ha rcou r t  Ba r i ng ,  CVO 

S i r  Co l i n  Ross C o r n e s s  

R o d n e y  Desmond G a lp i n ,  E s g  

E dwa r d  A l a n  Jo hn  Geo r g e ,  E sg 

S i r  Robe r t  Ha s l am 

S i r  H e c t o r  L a i n g  

A n t h o n y  Da v i d  Loe h n i s ,  Esg 

S i r  Da v i d  G e r a l d S c h o l ey , CBE 

Dav i d A l a n  Wa l ke r ,  Esg 

S i r  Les l i e  C l a r e n c e  Y o u ng , CBE 

W i l l i am Pe t e r  Cook e ,  Esg 

Doug l a s  A l f red  Dawk i n s ,  Esg 

J o h n  S t a n t on F l emmi ng , E sg 

The M i nu t e s o f  t h e  l a s t  Co u r t ,  h a v i ng  been c 1 r c u l a t e d ,  we r e  

app r oved . 

3 7  

The r e  be i ng no  commen t s  on  t h e  wee k l y  f i g u r e s  t h e  Gove r no r  i nv i t e d  

M r  George t o  spe a k  about  t he f o re i gn e x c h anges  a n d  t h e  s t a t e  o f  

t h e  domest i c  ma r k e t s ,  i nc l u d i ng t h e  O f f i c i a l  R e se r v e s  f i g u r e s  f o r  

M a r c h  wh i ch h a d  been publ i s hed t h a t  mo r n i ng .  

U n de r t h e  wee k l y  e x e c u t i ve r epo r t : -

1 M r  Da wk i ns e x p l a i ned  t h a t , a r i s i ng f r om a S e l e c t  Comm i t t ee 

R epo r t , a Memo r a n d u m  o f  U n de r s t a nd i ng b e t ween  HM  Tre a s u r y  and  

the  Bank  was d r awn up in  19 7 2  gov e r n i ng among o t h e r  
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th1ngs the way in whiCh the Bank's capital expenditure would be 

mon1tored by Government. Following recent discussions with 

the Treasury, it had now been agreed that the Bank's capital 

expenditure would no longer be subJect to Government 

scrutiny. In return, the Bank would involve the Treasury more 

in the discussion of issues affEcting cash limited functions 

and would in future provtde a greater volume of data relevant 

to those functions. 

2 The Governor spoke in response to a ouestion from Sir oavid 

Scnoley about recent press reports concern1ng poss1ble measures 

that were being considered against Japanese ftnancial 

institutions operating in the UK following the failure of Cable 

and W1reless' application to join a telecommunications 

consortium in Japan. He explained that discussions, at 

ministerial level, would be taking place in Tokyo the following 

week which would doubtless influence the situation. He was 

however hopeful that a sens1ble outcome would be possible. 

Unttl the dust had settled the two remaining Japanese 

securities houses seeking deposit taking licences would not be 

tnvited to submit applicattons. 

At the Governor's invitatton:-

2 

The Deputy Governor introduced a proposal regarding the Bank's 

interim payment in lieu of dividend to H M Treasury and 

explained the agreed formula for determtntnq the amount. The 

proposal for a payment of El4.65mn to be made on 3 April, 

pursuant to Sectton 1141 of the Bank of England Act 1946, was 

approved. 

Wtth reference to a Minute of 19 February 1987 and earlier Mr 

Walker reported on recent developments at Minories Finance 

Ltd. The last of the subsidtaries, Johnson Matthey 
Commodities Inc had been disposed of the preViOUS week and the 

remaining assets were now secured lending of some £18mn; 

clatms of El23mn, wh1ch though fully provided, related to loans 

outstanding; 



As at the end of February 1987, MFL Management Accounts showed 
a net worth of t78mn, a surplus of t3mn on the Bank's capital 
stake of t75mn. The forecast for the year ending June 
indicated a surplus of t6-7mn and it was likely that a surplus 
of tl5-20mn would be achieved eventually. 

39 

Now that MFL was in a very liquid state, he proposed a capital 
reduction of tSOmn in the Bank's investment from t75mn to t25mn 
whtch would be pursued by an application through the courts, 
and in view of the reductng scale of act1vity of MFL, he would 
over the rest of the year be reduc1ng the complement of 
01rectors and staff. 

3 Mr Loehnis introduced a paper from the International Divisions 
wh1ch sought to analyse the extent of German banks' influence 
over companies in Germany, through their equity hold1ngs. A 
discussion ensued. 

~- ~j-"- · 
k-.t~ C) ~ I~'IJ 



A COURT OF D I R ECTORS AT THE  BANK 

THURS DAY 9 APRI L  1 9 8 7  

P r e s e n t  

George  B l u nd e n , E s q ,  Depu t y  Gove r no r  

S i r  Geo r g e  Ad r i a n  Hayh u r s t  Cad b u r y  

F r ede r i c k  B r i a n  Co r b y ,  E s a  

Rodney Desmond  G a lp i n ,  E s q  

E dwa r d  A l a n  J o h n  G eo r g e , E sa 

S i r  H e c t o r  La i ng 

S i r  Da v i d  G e r a l d  Scho l ey ,  CBE 

Dav i d  A l an W a l k e r , E s q  

D e r y k  Va nde r Weye r ,  E s q , CBE 

W i l l i am Pe t e r  Coo k e ,  E s q  

Dou g l a s  A l f r e d  Dawk i n s ,  E s q  

The  M i n u t e s  o f  t he l as t  Cou r t , h a v i ng b e e n  c i r c u l a t e d , we r e  

app r oved . 

 

M r  G a l p i n  h a v i ng  comme n t e d  o n  t h e  wee k l y  f i g u r e s , t he Dep u t y  

Gove r no r  i n v i t e d  M r  G e o r g e  t o  spe a k  a b o u t  t h e  s t a t e  o f  t h e  f o r e 1 g n  

e x c ha n g e s  a n d  t h e  domes t i c  ma r k e t s .  

U nd e r  t h e  wee k l y  e x e c u t 1 ve repo r t : -

1 W i t h  r e f e r e nce t o  a M i n u t e  of 2 9  J a n u a r y ,  M r  Wa l k e r  s a i d  t h a t  

n e x t  mon t h  t he S e c r e t a ry of S t a t e  f o r  I nd u s t r y  wou l d  b e  

a n no un c i ng a numb e r  of c h a n g e s  i n  t h e  C o d e  a i med a t  s uppo r t i ng 

t h e  e f f e c t i ve n e s s  of t h e  Ta k e- O v e r  P a ne l . Beyond t he 

spec i f i c  changes  t h a t  i t  h a s  p roposed t h e  Wor k i ng Pa r t y  - i n  
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which the Bank is lnvolved - has identtfted other changes, in 

parttcular tn respect of voting rights of benefictal 
undisclosed interests and the promptness with which 
substantial acauisitions are disclosed, but these would 
require changes in companies legislation. In addition, Mr 

41 

Walker said that it was proposed that an announcement would be 
made shortly about new appointments to the Take-over Panel. 
These would comprise the appointment of Robert Alexander QC as 
Chairman in place of Sir Jasper Hollom, Sir Phtlip Shelbourne 
as Deputy Chatrman, in place of Rob1n Stormonth-oarling, and 
Me John Hull as an add1t1onal Deputy Chairman. These 

appointments will take effect from 1 June. It was noted that 
Sir Jasper Hollom would be 70 later in the year and that the 
timing of his retirement was determined partly to ensure that 
there was continuity in the chair during the change of 
Director General, whtch would take place at the end of the 
year. 

3 Mr Walker then spoke to Court about the current situation on 
•polarisation• whereby banks and building societies would be 
reauired etther to sell only their own 1nvestment products or 
act as independent intermediaries in broking or advising on 
the whole range of 1nvestment products. The subject had 
become one of considerable contention between the SIB, 
favouring polar1sation, and the OFT, which argued against it 
as needlessly restr1ct1ve of competition. The matter now 

rested with the Secretary of State for Industry; it seemed 
l1kely that he would dec1de in favour of the SIB proposal on 



pol a r i sa t i on and  t h a t  t h i s  wou l d  be a n n ou nced  w i t h  t h e  S I B  

des i g n a t i o n  o r d e r  o n  2 2  Ap r i l .  

4 2  

4 W i t h  r e f e re nce t o  a M1 n u t e  of 1 5  M a y  1 9 8 6 , M r  Ga l p i n  me n t i oned  

t h a t  it  wou l d  be announced t h e  f o l l ow i ng week  that  S i r  Don a l d  

B a r r o n  wo u l d  b e  j o 1 n 1 ng the  Boa r d  o f  Ba n k i ng Supe r v i s i o n  i n  

t h e  p l ace o f  S i r  P e t e r  G r aham who h a d  res i gn e d  r e c e n t l y .  I n  

a dd i t i o n , i t  wou l d  be announced  t h a t  M r  Ha r r y  Ta y l o r  wou l d  be 

appo i n ted  t o  t he Boa rd , b r i ng i ng membe r s h i p  up t o  the l e v e l  

recomme nded u n d e r  t he Ban k i ng B i l l .  

5 W i th r e f e r e nce to a M i n u t e  of 2 9  J a n u a r y ,  M r  G a l p i n  s a i d  t h a t  

t h e  p r e v i ou s  day J S G Boggs h a d  faced  comm i t t a l  p r o ceed i ng s  

i n  r e spect  of  f o u r  cha rges  of  reproduc i ng B a n k  o f  E n g l a n d  

n o t e s  w 1 t h o u t  perm i s s 1 o n , u n d e r  Sec t i o n  1 8 ( 1 )  o f  t h e  F o r g e r y  & 
C o u n t e r f e i t i ng Act 1 9 8 1 . The Mag i s t r a t e  h a d  comm i t t e d  Boggs  

t o  the  Ce n t r a l  C r i m i na l  Cou r t ,  on uncond i t i o n a l  b a i l ,  whe r e  

t h e  case  wou l d  b e  hea r d  b e f o r e  a j u r y .  

6 W i t h  r e f e r e n c e  t o  a M i nu t e  of 2 6  M a r c h , and  e a r l i e r , t h e  

Depu t y  Gov e r n o r  t o l d  Co u r t ,  t h a t  i n  Was h i n g t o n  t h e  p r e v i o u s  

day , t h e  Chanc e l l o r  h a d  comme n t e d  o n  t he need f o r  spec 1 a l  

conces s i ons  i n  r e spe ct  o f  Sub-Saha r a  A f r i c a n  Debt . Thes e ,  h e  

h a d  s ugges t e d ,  m i g h t  i n c l ude t h e  conve r s i o n  of  l oa n s  t o  g ra n t s  

and  a s i g n i f i c a n t  reduct i o n  i n  i n t e r e s t  c h a r g e s . T h e r e  was  

cons i de r a b l e  s uppo r t  f o r  such  an app roach , bu t it  m i g h t  

p r e s e n t  p r o b l ems t o  t h e  USA . T h e r e  was now a l s o  a g ro w i ng  

conv i c t i o n  of  a need for  a n  a l t e r n a t i v e  cou r s e  o f  a c t i o n  to  

that  wh i ch h a d  been p u r s u e d ,  w i t h  l 1 m1 ted  s u c ces s ,  du r i ng t h e  

p a s t  f i ve  yea r s  i n  respect of  o t he r deb t o r s . Th i s  con v i c t i o n  

h a d  been  s t r e n g t h ened b y  r e c e n t  d i f f i cu l t i es o v e r  B r a z i l  a n d  

by t h e  p r o b l ems - st i l l  t o  b e  r e s o l ved b u t  hopef u l l y  n e a r  t o  

s o l u t i o n  - w i th t he new package  f o r  Mex i c o .  
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A t  the  Dep u t y  Gov e r n o r ' s  i n v i t a t i on : -

1 S i r  Ad r i a n  Cadbu r y  i n t roduced a Repo r t  o f  t h e  T r u s t e e s  o f  t h e  

Co u r t  Pens i on Sch eme wh i c h  w a s  l a i d  bef o r e  Cou r t . 

2 M r  P r i ce ,  1 n  t h e  absence of M r  Loeh n i s ,  p r e s e n t e d  t h e  

I n t e r n a t i on a l  Econom i c  Deve l opme n t s  pape r f o r  M a r c h . 

Jn"'�" lb � f,jgJ 
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A COURT OF D I RECTORS AT THE  BANK 

THURS DAY 16 APR I L  1 9 8 7  

P r es e n t  

The  R t  Hon  Robe r t  L e i gh-Pembe r to n , G ove r no r  

A n t hony Da v i d  Loeh n i s ,  E s q  

D r  D a v i d  Va l e n t i ne A t t e r ton , C B E  

F r ede r i c k  B r i a n  Co rby , E s q  

S i r  Co l i n  Ross  C o r n e s s  

Edwa r d  A l a n John  Geo r g e ,  E s q  

S i r  Ma r t i n  W a k e f 1 e l d  Ja comb 

Dav i d  A l an Wa l k e r ,  Eso  

Deryk  Va n d e r  Weye r ,  Esq ,  CBE  

S i r  Les l i e  C l a r e n c e  Y o u n g , CBE 

Doug l a s A l f red  Dawk i n s ,  Eso 

John  S t a n t o n  F l emmi ng , Eso 

The  M i nu t e s  of  t h e  l a s t  Cou r t ,  h a v i ng been c i r cu l a t ed , we r e  

app r oved . 

M r  Dawk i n s h a v i ng comme n t ed i n  M r  G a l p i n ' s a b s e n c e  o n  t h e  we e k l y  

f i gu r e s ,  t h e  Gove r n o r  i n v i ted  M r  G e o r g e  t o  spea k a b o u t  t h e  s t a t e  

of  t h e  f o r e i g n  e x c ha n g e s  a n d  t h e  domes t i c  ma r k e t s . 

U n d e r  t h e  wee k l y e x ec u t i ve repo r t : -

1 W i t h  r e f e r e n c e  t o  a M 1 n u t e  of 1 9  F e b r u a r y , M r  G e o r g e  

me n t i oned  t h a t  t he Bank  h a d  i s s u e d  a p a p e r  o n  G i l t  A u c t i o n s  

wh i c h  r e f l e c t e d  t h e  conc l u s i o n s  d r awn f r om cons u l t a t i ons  

w h i ch h a d  been  t a k i ng place  w i t h  ma r k e t  ma k e r s  a n d  the  

4 4  
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Treasury. A series of experimental auct1ons would be run, 

alongside the exist1ng tender system, on much the same lines 
as orig1nally proposed. The first would take place 1n 
m1d-May . The effect1ve size of the exper1ment had been 
somewhat reduced. The ma1n change from the 1n1tial proposals 
was that there would be no formal or informal underwr1t1ng 
arrangements . The Treasury had declined to offer any 
f1nanc1al 1ncent1ve for investors to channel the1r b1ds 
through market makers and, without the 1nformat1on wh1ch such 
arrangements would provide, the market makers felt unable to 
accept a meaningful underwriting obl1gation. Some 
encouragement to investors to channel their b1ds through 
market makers would be provided by the bid-pr1ce bas1s for 

the auction and by a facility available to market makers to 
submit late bids by telephone through the Bank's dealing room. 

2 Hr Walker said that a PRONED/Stock Exchange/CBI init1at1ve on 
Non- Execut1ve Directors would be launched the next Tuesday. 
A recommended code of pract1ce on non-execut1ve d1rectors 
would be sent w1th his commendat1on by the Cha1rman of the 

Stock Exchange to tne Cha1rmen of all l1sted compan1es. 

Wlth reference to a Minute of 19 February, the Governor reminded 
Court that 1t had been agreed Members would s1gn a secrecy 
declarat1on on an annual basis, in l1ne w1th the current pract1ce 
for members of the staff. The wording of the declaration had now 
been agreed by Freshfields, and each Member would be sent a copy 
for s1gnature after Court. 

At the Governor ' s 1nv1tat1on, , the Internat1onal 
01V1sion ' s Adviser on North America, attended Court to present a 
paper ent1tled •still Waiting: Visit to the Un1ted States -

February 1987", which he had prepared following a visit to the 
United States earlier in the year. In the ensuing discussion of 
what was regarded as a very interesting paper concern was 
expressed at a number of aspects of the Un1ted States economy 
espec1ally the re-emergence of inflation; which was considered 

Th1s was a problem which would come home to roost 1f 
the Japanese lost interest 1n buying United States secur1t1es . 
It was felt that the threat of any upward movement in interest 



 

r a t es l e d  t o  a n  exagg e r a t e d  r ea c t i o n  o n  t h e  pa r t  o f  t h e  U S  

a u t ho r 1 t 1 e s .  Much o f  t h e  r e ac t i o n  a r o s e  a s  a r e s u l t  o f  t h e  

U n i t e d  S t a t e s  economy b e i n g  h i g h l y  gea r e d . Th e r e  we r e  a l s o  

wor r i es about  reces s i o n ,  t h o u g h  t h e  po i n t was a l so made t h a t  t h e r e  

w a s  a l o t  of  i n vestment  s t i l l  t a k i ng p l a c e  i n  h o u s i ng wh i c h was 

a l most c e r t a i n l y  specu l a t i v e .  
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A MEETING OF DI RECTORS AT THE BAN K 

THURS DAY 2 3  APR I L  1 9 8 7  

P r e s e n t  

G e o r g e  B l u n d e n , Esa , Deputy  Gove r n o r  

S i r  H e c t o r  L a i ng 

Edwa r d  A l a n  John  Geo r ge , Esa  

S i r  Ma r t i n  Wa k e f i e l d  Jacomb 

Ga v i n  H a r r y  L a i r d ,  Esa  

Dav i d  A l an W a l k e r , Esa  

Deryk  Va nde r Weye r , Esq , CBE  

S i r  Le s l i e C l a re nc e  Y o u ng , CBE  

Doug l as A l f red  Dawk i ns ,  Esq  

John S t a n to n  F l emmi ng , Esq 

The  numbe r o f  D i r e c t o r s  ass emb l e d  be i ng i ns u f f i c i e n t  to f o r m  a 

Cou r t ,  t hose p r e s e n t  p roceeded to t h e  bu s i n e s s  s u b j e c t  t o  

r a t i f i c a t i o n  b y  t he n e x t  Cou r t . 

The  M i n u t e s  of t he l a s t  Cou r t , h a v i ng been c 1 r c u l a t e d , we r e  

app roved . 

I n  comme n t i ng o n  t h e  wee k l y  f i g u r e s , i n  M r  G a l p i n ' s  a b s e nc e ,  

4 7  

M r  Daw k i ns s a i d  t h at  t h e  f o r e c a s t  g i ven  l a s t  week  o f  t h e  E a s t e r  

pea k i n  t h e  note  c i r c u l a t 1 o n  had  p roved  a c c u r a t e  a n d  t h a t  t h e  h i g h  

l e v e l  o f  ways a n d  means advances  a r o s e  b e c a u s e  o f  a de l ay i n  t he 

r e c e 1 p t  of c u s t oms r e venues  r e s u l t 1 ng f rom i nd us t r i a l  a c t i o n  

w 1 t h i n  t h e  C i v i l  S e r v i c e .  T h e  Depu t y  G o ve r n o r  t h e n  i n v i t e d  

M r  G e o r g e  t o  spea k about  the  s t a t e  o f  t h e  f o r e i g n  e x c hanges  a nd 

t he d ome s t i c  ma r k e t s . 
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Unde r t he wee k ly execu tive repo r t  M r  Dawkins mentioned t h a t  a 

no tic e was being is sued to s taff t h a t  day d r awing t heir a t te n tion 

to t he recent spate of pos t a l  bombs t h a t  had been s e n t  t o  civil 

s e r v a n t s  and of the precautions t h a t  s h o u ld be t a k e n  in the event 

of r eceiving a suspicio us o b j ec t . He w a r ned that  t h e  p a t te r n  

c o u ld c h ange and said t h a t  t he se r vic e s  a n d  advice of t h e  Sec u rity 

Force we r e  available t o  Membe r s  of Co u r t  should they so wis h . 

With refe r ence to a Minute of 1 1  Decembe r 1 9 8 6 ,  t h e  Deputy 

Gove rnor  r eminded Membe r s  t h a t  Co u r t  had approved a r e so l u tion 

a u t h o rising the Chief of the Ban king Depa r tment o r  his nominee t o  

represent t h e  B a n k  a t  mee ting s of five domes tic c lea ring c ompanies 

in whic h the B a n k  was a sha r e h o lde r .  I t  was now nec e s s a r y  t o  

s e e k  a pp r ova l fo r a sim i l a r  r e solu tio n in r e s pec t of t h r e e  o t he r 

c ompa nie s .  

Sub j ec t  to the approval being r a tified b y  t h e  next Cou r t , it was 

RESOLVED t h a t  t h e  Chief of t h e  Ban king De pa r tment , fo r t h e  time 

being , or s u c h  o t h e r  person as s h a l l  be nomin a t ed by him in 

w riting , be a u t h o rised , u n til o t h e r wise r e so l ved by the Cou r t  of 

Dir ec to r s , to act as t he representative of t he Gove r no r  and 

Company of t h e  Bank of Eng land a t  any mee ting of t h e  fo l l owing 

c ompanie s : 

Londo nCle a r  Limited 

Socie t y  fo r Wor ldwide I n t e r b a n k  Financial 
Te lec ommunic a tions se 

SW I FT ( UK ) Limited 

In t he a bsence of Mr Galpin , the Deputy Gove r n o r  spoke a b o u t  t he 

Repo r t  and Acc o u n t s  of t h e  Deposit P r o t e c tion Bo a rd fo r t h e  y e a r  

e nded 2 8  Fe b r u a r y  1 9 8 7 ,  whic h w a s  l aid befo r e  t h e  Mee ting . T h r e e  

in s titu tions h a d  bec ome insolvent du ring t h e  y e a r  b ringing t h e  

t o t a l  t o  t hirteen since the incep tion o f  t h e  B a n k ing Ac t i n  

1 9 7 9 .  S ho u ld t he new Ban king Bil l ,  whic h was c u r r e n t ly 

p r og r e s sing t h r o u g h  both Houses of Par liame n t , be in t r oduced 

du r ing the c oming y e a r  t h e r e  wou ld be o ne c hange of pa r tic u l a r  

sig nific ance . This wo u l d  b e  t h e  doub ling o f  t h e  maximum amo u n t  

t h a t  wo u ld q u a lify u nde r t h e  Scheme f r om the p r e s e n t  l e v e l  of 

£ 1 0 , 0 0 0  to £ 2 0 , 0 0 0 .  
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A t  the  Dep u t y  Gove r no r ' s  i nv 1 t a t i o n , a n d  1 n  t h e  a bs e n c e  o f  

M r  Loeh n i s ,  M r  P r i c e  presented  t h e  wo r l d  Economy F o r ec a s t  f o r  

S p r i ng 1 9 8 7 . I n  the  ens u 1 ng d i s c us s i o n , o f  wh a t  was r e g a r d e d  a s  

e s s e n t i a l ly a r a t h e r  g l oomy f o recas t ,  t he a u e s t 1 o n  was  r a i s e d  a s  

t o  h o w  a f o r e c a s t  cost  of  o i l of $ 2 0  p e r  ba r r e l  f rom 1 9 8 8  o nwa r d s  

co u l d  b e  s u s t a 1 ned i n  s p i t e  of  a wea k  dema n d . The  p o i n t  was made 

t ha t  t h i s  was v e r y  much a n  assump t i on based  l a r g e l y  on t h e  f a c t  

t ha t  i t  was i n  t he i n t e r e s t s  of  t h e  OPEC cou n t r 1 es t o  g e t  t h e i r 

act  t o g e t h e r  - wh i c h was a f a i r pos s i b i l i t y .  The  r e po r t  

h i g h l i g h ted t he i mpo r t a nce o f  t h e  r e l a t i o n s h i p  be tween w o r l d  t r a d e  

a n d  the  t h i r d  wo r l d  d e b t  p r o b l ems . G r owt h 1 n  ma j o r  c o u n t r 1 es 

wou l d  have been h i gh e r  i f  deve l op i ng c o u n t r i es h a d  n o t  h a d  t o  

reduce  t he i r  i mpo r t s  a s  a re s u l t  of  debt p r o b l ems ; a p r o b l em t o  

wh i ch t h e r e  was no e n d  i n  s 1 g h t . S i gn i f i c a n c e  w a s  a l so a t t a c h e d  

t o  t h e  f o r e cast  dec e l e r a t i on i n  p r 1 va te i n v e s t me n t ; s u r p r i s i ng i n  

v i ew of a n  appa r e n t  g r owth 1 n  p r of i t s .  T h 1 s  was a t t r 1 bu t e d  t o  

t he f ac t  t h a t  i n ve s t o r s  l a c k e d  con f 1 dence  t h a t  t h e  g a i ns i n  

c ompe t i t i ve n e s s  w e r e  s u f f 1 c 1 e n t  and  t h a t  t h e  e x ch a ng e  a d j u s tme n t  

wou l d  s u r v i ve l ong  enough  t o  wa r r a n t  i nv e s t me n t . I t  t r a n sp i r e d  

t h e re appea r ed some d i ve r gence 1 n  v i ews between  t h e  Ba n k  a n d  o t h e r  

B r i t i s h  ba n k s  ove r t h e  way the  p r e s e n t  s i t u a t 1 o n  s h o u l d  b e  

h a nd l ed . Wh i l st  ban k s  gene r a l l y  we re  n o t  k e e n  t o  a d v a n c e  n e w  

c r ed i t  t h e  B a n k  appea r e d  t o  b e  of  t he op i n i o n  t h a t  mo r e  ba n k s  

s hou l d  t a k e  t he l osses  t h a t  w e r e  i n h e r e n t  i n  t he s i t u a t i on .  T h e  

poi n t  was made t h a t  a l t hough  t h e  B a n k  w e r e  conc e r ned  t o  i nc r e a s e  

t h e  l ev e l  of  p r ov i s i o n i ng t hey d i d  n o t  w i s h t o  e x a c e r b a t e  t h e  

p ro b l e m .  

-lhlll� �b 
..S o� �l '1� 
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A COURT OF DI RECTORS AT THE BAN K 

THURS DAY 3 0  APRI L  1 9 8 7  

P r e s e n t  

G e o r g e  B l unden , Eso , Dep u t y  Gove r n o r  

S i r  Geo r g e  Ad r i a n  H a yh u r s t  Cad b u r y  

D r  Dav i d  Va l e n t i n e  A t t e r t on , CBE 

F r ede r i c k B r i a n  C o r by ,  E s o  

S i r  Co l i n  C o r n e s s  

Rodney Desmond Ga l p i n ,  E sq 

E dwa r d  A l a n  J o h n  Geo r g e , E s o  

S i r  H e c t o r  L a 1 ng 

G a v i n  H a r r y  La i r d ,  E s q  

Da v i d  A l an wa l k e r ,  E s o  

D e r y k  Va nde r Weye r ,  E s q , CBE 

S i r  Les l i e C l a r e n c e  Y o u n g , CBE  

W 1 l l i am Pe t e r  Coo k e ,  E s o  

Doug l a s  A l f r ed Dawk i n s ,  E s q  

T h e  M i n u t e s  o f  t he Cou r t  o f   Ap r i l 

5 0  

we r e  c o n f i rmed , a n d  t ho s e  of  

the  Me e t i ng of  23  Ap r i 1 ,  w h i c h  i nc l uded a r es o l u t i o n  conce r n i ng 

B a n k  r e p r e s e n t at i o n  a t  mee t 1 ng s  o f  va r i o u s  compa n i e s  i n  wh 1 c h  t h e  

B a n k  h a s  a s h a r e ho l d i n g ,  w e r e  app roved . 

M r  G a l p i n  h a v 1 ng comme n t e d  on t h e  wee k l y  f i g u r e s , t h e  Dep u t y  

Gove r n o r  i n v i t e d  M r  Geo rge  t o  spea k a b o u t  t h e  s t a t e  o f  t h e  f o r e i g n  

e x c h a n g e s  a n d  t h e  dome s t i c  ma r k e t s . T h e  c o n s e o u e n c e s  of  a 

c o n t i n u i ng f a l l i n  t h e  us$ a n d  poss i b l e  c o r r ec t 1 ve a c t i on t h a t  

m i g h t  b e  neces s a r y  o n  t h e  pa r t  o f  t h e  US  a u t ho r i t i es  we r e  

d i s c u s s e d . I n  r e sponse  t o  q u es t i on s  o n  t h e  B a n k ' s  r o l e  i n  

e f f e c t i ng i n t e r e s t  r a t e  c h a n g e s , t h e  Dep u t y  G o ve r n o r  e x p l a i n e d  
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t h a t  changes  i n  i n t e r e s t  r a t e s  by t h e  c l ea r i n g ba n k s  we r e  n o t  

" a u t ho r i se d "  by the Ban k , a s  s u g g e s t e d  i n  r e c e n t  p re s s  c omme n t , 

b u t  o f t e n  r e s u l t e d  f r om S i g na l s  g i v e n  by t h e  Ba n k . M r  G e o r g e  

s a i d  t h a t  s u ch s i gna l s  were  a ma t t e r  f o r  t a c t i c a l  j udgement  ma de 

in  a n t i c i pat i o n  and  app r ec i a t i o n  of  t h e  c l e a r i n g ba n k s  p e r cept i o n 

of t he s i t u a t i o n . In t h i s  connect i on he me n t i on e d  t h a t  a s  a 

mat t e r  of c o u r t e s y  i t  was the  p r a c t i ce o f  t h e  c l ea r i n g ban k s  t o  

i n f o rm t he Ban k i n  advance of  changes  t h ey p roposed t o  ma k e .  

U n d e r  t h e  wee k l y  execu t i v e  repo r t : -

1 The  Depu t y  Gove r n o r  -

( i )  conveyed t o  Cou r t  t he app r ec i a t i on of  t h e  membe r s  o f  

t he Spo r t s  C l ub f o r  the  B a n k ' s  c o n t i n u e d  s uppo r t  of  t h e  

C l u b ,  wh i c h  h a d  been e x p r e s s e d  a t  t he i r  Annu a l  G en e r a l  

Mee t i ng the p r e v i ou s  even i ng .  

( i i )  W i t h  r e f e r ence t o  a M i n u t e  of  1 8  Decemb e r  and  e a r l i e r ,  

me n t i o ned t h a t  the  e x i s t i ng M u s e um h a d  c l osed  i n  

a n t i c i pat i on of the  r e f u r b i shme n t  a n d  open i ng o f  t h e  

n ew e n l a rged Museum t h e  f o l l ow i ng y e a r  a n d  e xp l a i n e d  

t h a t  i n  t he mean t i me some of  t h e  i mpo r t a n t  i tems f r om 

t he Museum wou l d  n ow be e x h i b i t e d  o n  t h e  l a n d i ng 

a d j acent  t o  the A n t e  Room . 

( i i i )  me n t i oned t h a t  the  Ban k was t he s u b j e c t  of a p r o g r amme 

in the s e r i es " P i l l a r s  of  Soc i e t y "  wh i c h  was to be 

b r o adcast  t h at eve n i ng .  

2 M r  Wa l k e r  r e f e r r e d  to the  recent  c on t r ov e r s y  ove r p r e- empt i o n  

r i g h t s  a n d  t h e  conc e r n  e x p r e s s e d  b y  i n s t i t u t i o n a l  i n v e s t o r s  

ove r t h e  poss i b l e  e r o s i o n  of  t he i r  pos i t i o n  i n  t h i s  r e s pe c t . 

T h i s  h a d  r e s u l ted i n  i n s t i t u t i o n a l  s h a r e h o l d e r s  r eco n s i d e r i ng 

t he i r g u i de l i nes w i t h  a V i ew t o  g re a t e r  c l a r i t y .  The 

A s s oc i a t i on of  B r i t i s h  I n s u r e r s  h a d  p u b l i s h ed r e v i s e d  

g u i de l i n es  t h e  p r e v i ous  d a y  a n d  t h e  N a t i o n a l  A s s oc i a t i on o f  

P e n s i o n  F u n d s  w e r e  l i k e l y  to p roceed S i m i l a r l y . M r  Wa l k e r  

s a i d  t h a t  h e  hoped t o  b r i ng t h e  ma t t e r  t o  Cou r t  f o r  d i s c u s s i o n  

i n  t h e  cou r se  o f  t he next  f ew wee k s .  
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At the Deputy Governor's InVItation, Mr Dawkins 1ntroduced a 
Recommendation by the Governors that, consequent upon the 
res1gnat1on of Mr c J Farrow, the follow1ng Sen1or Offtcial be 
pro~oted w1th immediate effect. 

M E HEWITT 
Head of Financial Supervision­
General OlVlSion 

on Point c 

The Recommendation was approved. 

to be Head of the 
Finance and Industry area 
on Po1nt B 

A statement of three recent retirements and two secondments 
was la1d before Court. 

Four letters from Messrs Freshfields, together w1th a 

Resolution giving the Federal Reserve Bank of New York 
author1ty to execute proper ass1gnments on behalf of the Bank, 
to be approved and sealed, and a number of other documents to 
be sealed, were submitted, namely:-

An Advance Payment Bond drawn up to protect the Bank's 
interest followtng the negotiat1on of a settlement of the 
f1nal account of Balfour Kilpatrick Limited, aris1ng under 
the Head Off1ce Modernisation Project. 

2 A Deed of Var1at1on to remedy the omission of certain 

words from the original lease for Eagle House, between the 
Bank and the new landlords, Let1nvest plc. 

3 A Lease in respect of premises at Bank Chambers, Br1stol 

between the Bank and Business In the Commun1ty and the1r 
undertenants, the Greater Br1stol Commun1ty Trust. 

It was RESOLVED that whereas the Federal Reserve Bank of New 
York now holds or w1ll hold in safekeeping registered 

securities owned by ana registered in the name of the Governor 
and Company of the Bank of England, and whereas 1n order to 
accomplish the sale, exchange or ret1rement of such secur1t1es 
wtthout send1ng them to the Governor and Company of the Bank 

of England, it is des1red to authorise the Federal Reserve 
Bank of New York to execute proper assignments on behalf of 
the Governor and Company of the Bank of England. 



I t  was dec i ded t h a t  t h e  Fede r a l  R es e r ve B a n k  o f  N ew Y o r k  be 

a n d  is h e r e by a u t ho r 1 sed  to e x e c u t e  on beha l f  o f  a n d  1n t h e  

n ame of  t h e  Gove r n o r  a n d  Company o f  t h e  B a n k  of  E n g l a n d  p r ope r 

a s s i gnme n t s  of any o r  a l l  reg i s t e red  s e c u r i t i e s  n ow h e l d  o r  

wh i c h  wi l l  b e  h e l d  by t h e  Fede r a l  R e s e r v e  B a n k  o f  N ew Y o r k  a s  

p r ope r t y  of  t h e  Gove r n o r  and  Company o f  t h e  B a n k  o f  E ng l a nd . 

The  Cou r t  app roved t h e r eof  and  ORDERED t h a t  t h e  R e s o l u t i on a n d  

t h e  o t h e r  documents  i n  aues t i on be sea l ed w 1 t h  t h e  Common S e a l  

of  t h e  B a n k . 

T h e  Depu t y  Gove r n o r  spo k e  about t h e  d r a f t Accou n t s  o f  t h e  B a n k  

f o r  t h e  yea r ended 2 8  F e b r u a r y  1 9 8 7  a nd e xp l a i ned t h a t  t he y  

we r e  1 n  the  same f o rmat as t h e  p r e v i o u s  yea r .  

I t  was conf 1 rmed t h a t  none of  t h e  D i r e c t o r s  h a d  a ma t e r i a l  

i n t e r e s t , d i r e c t l y  o r  i nd i rect l y ,  a t  any t i me d u r 1 ng t h e  yea r 

i n  any  s i g n 1 f i ca n t  t r ansa c t i o n  o r  a r r a n g eme n t s  w i t h  t h e  Ba n k  

o r  any o f  i t s  subs 1 d 1 a r 1 e s . I t  was t h e n  a g r e e d  t h a t  t h e  

d r a f t  a c c o u n t s  wo u l d  b e  su bmi t ted t o  Cou r t  f o r  app r o v a l  t h e  

f o l l ow i ng wee k o n c e  De l o i t t e s  had  comp l e t e d  t he i r  r e v i ew of  

M i n o r i e s F i na nce Ltd  and  d i scuss i o n  w i t h  the  T r e a s u r y  on t h e  

p r e c i se  payme nt  i n  l i eu  o f  d i v 1 de n d  h a d  been s u c c e s s f u l l y  

conc l uded . 

A l so a t  t h e  Deputy Gove r no r ' s  i n v 1 t a t 1 on : -

1 I n  t h e  absence of M r  F l emmi ng , M r  Tay l o r  c omme n t e d  o n  t h e  

Econom1 c  Repo r t  f o r  Ap r 1 l . 

2 W i t h  r e f e r e nce to the  p r o v i s 1 o n a l  money a n d  b a n k i ng 

f i g u r e s  f o r  M a r c h , M r  G e o r g e  i n t roduced  t h e  r e g u l a r  

d i scu s s i on o f  mo n e t a r y  pol i cy . H e  e xp l a i ned  t h a t  t h e  

domest i c economy was v e r y  s t rong  a n d  t h e r e  w a s  c on c e r n  

t h a t  w e  s h o u l d  not g o  t oo f a r  o r  t o o  f a s t  i n  e a s 1 ng  

mone t a ry po l i cy wh i c h  wou l d  h a ve dama g i ng i mp l i c a t i on s  f o r  

i n f l a t i o n .  There  had been s ome i mp r ov eme n t  i n  t h e  l e v e l  

o f  pay set t l ement s ,  product i v i t y a n d  u n i t  l ab o u r c os t s ,  

b u t  i t  was not c l ea r  w h e t h e r  t he s e  we r e  s 1 mp l y  cyc l i c a l  o r  

a mo r e  f undame n t a l  improveme n t . T h e  u n d e r l y i ng i nf l a t 1 o n  
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r a t e  i n  t h e  UK s t i l l  rema i ne d  h i gh e r  t ha n  i n  o t h e r  

i nd us t r i a l  cou n t r i es a n d  t h e  dema n d  f o r  c r e d i t  a n d  t he 

i nc r e a s e  i n  b r oad money r ema i ne d  ve r y  s t r ong . O n  t h e  

domes t i c  f r o n t  t h e r e f o r e  w e  h a d  b e e n  r e l u c t a n t  t o  r e d u c e  

i n t e r e s t  r a t es . on t h e  o t h e r  h a n d  w e  we r e  s e ns i t 1 ve t o  

t h e  n e e d  t o  co n t a i n  t h e  upwa rd  p r e s s u r e  on t h e  e x c h a ng e  

r a t e . I t  w a s  i mpo r t a n t  f o r  t h e  l o n g e r  t e r m  t h a t  t h e  

benef i t s of  t h e  deprec i a t i o n  o f  s t e r l i ng ag a i n s t  t h e  D M  

a n d  Y e n  ove r t h e  past  yea r s h o u l d  r e s u l t  1 n  i nc r e a s 1 ng 

o u t p u t  a n d  c apa c i ty r a t h e r  t h a n  s i mp l y  i n  h i g h e r  ma r g i n s : 

1 f  o u r  compe t i t 1 ve edge was not  ma i nt a i ne d  t h e  i nd us t r 1 a l  

s h o r t - t e rm v i ew wou l d  p r e va i l .  

These  cons i d e r a t i o n s  posed a d i l emma f o r  u s . A n  

i mpo r t a n t cons i de r a t i o n  w a s  w h e t h e r  t h e  upwa rd  p r es s u re o n  

t he e x c ha n g e  r a t e  was tempo r a r y ,  a s s oc i a t e d  w i t h  t h e  

p r ospec t s  f o r  an ea r l y e l ec t i o n  o r  r e f l e c t e d  a mo r e  

l a s t i ng r e - r a t i ng of  t h e  UK economy . G i ven  t h 1 s  

u n ce r t a 1 n t y  we needed t o  adopt a f l e x 1 b l e  app r o a c h  a n d  t o  

a vo i d  t a k 1 ng a c t i o n  t h a t  cou l d  not  be r e v e r s e d  i f  

necessa r y  o n ce t h e  pol i t i c a l  i nf l ue nc e s  we r e  r emove d . 

We h a d  t h r ee opt i o n s : 

1 t o  t a k e  t h e  s t r a i n  on t h e  e x c ha n g e  r a t e  wh i c h  m i g h t  

damage 1 n du s t r i a l  c o n f i de nce a n d  l e a d  i n d u s t r y  t o  t a k e  

t h e  s h o r t  t e r m  v i ew ;  

2 t o  t a k e  t he s t r a i n  o n  i n t e r e s t  r a t e s , wh i c h  wou l d  l e a d  

t o  cheaper  c r ed i t ,  e ncou r a ge t h e  g r owth  o f  b r o a d  mon e y  

a n d  l ea d  t o  i n f l at i o n a ry p r e s s u r e s ; o r  

3 e xcha nge ma r k et i n t e r ve n t i o n ,  wh i ch we h a v e  been d o i ng  

on a l a r ge  sc a l e .  

N one  o f  t he s e  op t 1 ons  was l i k e l y  t o  be t o t a l l y e f f ec t i ve 

a n d  e a c h  h a d  d i s a d v a n t a ge s ,  we h a d  t h e r e f o r e  t o  adopt  a 

p ragma t i c  app roac h ,  t r y i ng t o  t a k e  a b i t  of t h e  s t r a i n  i n  

each  a r e a .  
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Cou r t  gave t he 1 r  approva l t o  s i r  C o l 1 n  co r ne s s  becomi ng  a 

n o n - e x ec u t i ve D i r e c t o r  of U n i t e c h  p l c .  T h e  Dep u t y  Gove r no r  

we n t  o n  t o  exp l a i n  t h a t  the  f o r ma l  app r o v a l  o f  Cou r t  f o r  

S i r  Co l 1 n  C o r n e s s  t o  become a n o n - e x e c u t i ve D i r e c t o r  o f  t h e  

Me r c u r y  I n t e r n a t i on a l  G roup , as a n n o u n c e d  r e c e n t l y  i n  t h e  

p r e s s , h a d  n o t  been nece s s a r y  as t h a t  appo 1 n tm e n t  h a d  bee n  

ag r eed b e f o r e  S i r  Col i n  C o r ness  bec ame a D i r e c t o r  o f  t h e  B a n k . 

� '4r �  
� �t L<-.,. k. 

, .�. � 1'\ 1{ 7  

5 5  
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A COURT OF D I RECTORS AT THE  BAN K 

THURS DAY 7 MAY 1 9 8 7  

P re s e n t  

G e o r g e  B l u n d e n , Esq , Depu t y  Gove r no r  

S 1 r  Geo r g e  Ad r i a n  Hayh u r s t  Cadb u r y  

R od n ey Desmond Ga l p i n ,  Esq  

Edwa r d  A l a n John  G e o r g e , E sq 

S i r  Robe r t  Has l am 

S i r  Dav 1 d  Ge r a l d  Scho l e y , CBE 

Dav i d  A l a n Wa l k e r , Esq  

Deryk  va n d e r  weye r ,  E s q , CBE 

S i r  Les l i e  C l a r e nce Young , CBE  

Doug l a s  A l f r e d  Dawk i n s ,  Eso  

John  Stanton  F l emmi ng , E s o  

5 6  

The  M i n u t e s  of  t h e  l as t  Cou r t ,  h a v 1 ng  b e e n  c i r c u l at e d , we r e  

a pp r oved . 

T h e r e  be i ng no comme n t s  o n  t h e  wee k l y  f i g u r e s , t h e  Dep u t y  Gove r no r  

i n v i t ed M r  G e o r g e  t o  spe a k  about  t he f o r e i g n  e x c h a ng e s  a n d  t h e  

s t a t e  o f  t h e  domes t i c  ma r k e t s ,  i n c l ud i ng t h e  O f f i c i a l  R e s e r ve s  

f i g u r e s  f o r  Ap r i l  w h i c h h a d  b e e n  pu b l 1 s h ed t he p r e v i ou s  T u e s da y . 

W i t h  r e f e r e n c e  t o  a M 1 n u t e  of 1 6  Ap r i l , M r  Geo r g e  men t i oned  t h a t  

d e t a i l s  of  t h e  B a n k ' s  f i r s t  a u c t i on o f  g i l t - e d g e d  s t o c k  h a d  been  

a n no u n c e d  ea r l i e r  in  t h e  wee k  a n d  w e r e  m u c h  a s  h a d  been  

f o r e s hadowe d .  T h e  a u c t 1 on wou l d  t a k e  p l a c e  t h e  f o l l ow i ng 

Wednesday  w 1 t h  t h e  sa l e  of £ 1  bn , pa r t l y pa i d ,  8 %  T r ea s u r y  Loan  

S t ock  m a t u r i ng in  1 9 9 2 . 
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Under the weekly executive report Hr Walker reported that a pay 
offer of 4.87\ had been made to staff of the Print1ng Works 
reflect1ng a settl~ment of that amount by the Pr1nt1ng Trade 
generally. 71\ of the staff had accepted the offer and there was 
no present reason to suppose that the remainder would not follow 
su1t. The outcome was rather better than had been expected 
espec1ally s1nce a condition of the offer had been that staff 
should commence constructive negotiations with regard to the 
review on Terms and Condttions of Servtce which would yield !among 
other thtngs) greater job flextbility. 

With reference to a Minute of the previous week, the Deputy 
Governor spoke about the ~nnual Report and ~ccounts of the Bank 
for the year ended 28 February 1987. He reported that the 
proposals wtth regard to the payment in lieu of d1vidend had been 
agreed wtth HM Treasury. 

~ Governors' recommendat1on that the ~ccounts for the year ended 
28 February 1987 be approved and signed, and that the ~nnual 
Report and ~ccounts of the Bank for the year enoed 28 February 
1987, Including the annual report by the Bank made in pursuance of 
Section 4 Ill of the Banking Act 1979, and the f1rst annual report 
prepared by the Board of Banking Superv1sion, be pr1nted and 
1ssued, was submitted and approved. 

W1th reference to a Minute of 2 April, the Deputy Governor asked 
Mr Walker to bring Court up to date With the positton In respect 
of a cap1tal ceductton in the Bank's investment 1n M1nortes 
F1nance ~td. It was proposeo that th1s reduct1on should amount 
to £37.5 mtllton; a step that was des1rable as it demonstrated 
the conttnued success of the realisation of the company's assets, 
at the same time relieving the directors of the responsibility for 
managing these funds. 
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The form of 

Agreement for the guarantee, together w1th a letter from Messes 

Freshf1elds, having been subnutted, Court approved thereof and 

ORDERED that the Agreement be sealed with the Common Seal of the 
Bank. 

At the Deputy Governor's tnvttation:-

Mr Flemming, 1n the absence of Mr Loehnis, commented on the 

Overseas Trade Ftgures for March whtch had been released the 

previous Friday. 

2 Mr Flemming then went on to introduce the Econom1c Commentary 

from the May ed1t1on of the Quarterly Bulletin. 

3 Mr Price, 1n the absence of Mr Loehn1s, presented the 

Internattonal Economtc Developments paper for April. 

Pp. 17 
it---~ ! , ~ ... \' v-.-t.-
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A COURT OF D IRECTORS AT THE BANK 

THURS DAY 1 4  MAY 1 9 8 7  

P r es e n t  

The R t  H o n  Robe r t  Le i g h - Pembe r ton , Gove r n o r  

Geo r g e  B l unden , E s q ,  Deputy Gove r no r  

D r  Dav id  Va l en t i ne Atte r ton , CBE 

The Hon S i r  Joh n  Franc i s Ha rcou r t  B a r i ng ,  CVO 

S i r  Geo r g e  Ad r ian  Hayhu r s t  Cadbu r y  

S i r  Co l in Ross Co r ness  

Rodney Desmond Ga lp i n , Esq 

Edwa r d  Alan  Joh n  Geo rg e , Esq 

S i r  Ma r t i n  Wake f i e l d  Jacomb 

Ga v i n  H a r ry La i rd , Esq 

Anthony Dav id  Loe hn i s , Esq 

S i r  Dav i d  Ge r a ld Scho l e y , CBE 

D a v i d  Alan W a l ke r ,  Esq 

De r y k  Vand e r  Weye r ,  E sq ,  CBE 

Doug l a s  A l f r ed  Dawk i n s , Esq 

John S ta nton F l e mm i ng , Esq 
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The M in u t e s  of t he l a s t  Cou r t , h a v i ng been c i r c u l at e d , we r e  

approved . 

M r  Ga l p i n  h a v i ng c omme n ted on t h e  wee k ly f ig u r es , t h e  Gove r no r  

inv i ted  M r  Geo r g e  t o  spe a k  about  t h e  s t a t e  o f  t he f o r e ig n  

exchanges  and t h e  dome s t ic ma r ke t s . W i t h  r e f e r ence t o  a M i n u t e  

o f  t h e  p r e v i o u s  wee k M r  Geo r g e  s a i d  t h a t  t h e  o u tcome o f  t h e  B a n k ' s  

f i r s t  a u c t i on o f  g i l t -edged s to c k  h a d  p r oved s a t i s f ac to r y . F r om 

a t ec h n i c a l  v iewp o i n t  t h e  o�e r a t i o n  h a d  wo r k ed ve r y  we l l ,  t h o u q h  

i t  w a s  not c le a r  h o w  m u c h  w e  h a d  l e a r n t  f rom t h is s i ng le 

expe r i e nc e . 
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6 0  

The r e  being n o  items unde r t h e  wee kly exec u t i ve r e po r t , t h e  

Gove r n o r  invited Sir Dav id Scholey t o  p r e s e n t  a Repo r t  o f  t he 

Audit Commit tee which incorpo r a ted t h e  a n n u a l  r e view o f  t h e  

Commit tee ' s  wo r k , a n d  t he Audit Division ' s  p r o g r amme f o r  t h e  y e a r  

begin ning 1 Ma rch 1 9 8 7 .  The Repo r t  w a s  appro ved . 

Also a t  the Gove r no r ' s  i nvit a tion : -

1 With r e fe r e nce to a Minu t e  o f  1 8  J uly 1 9 8 5 ,  M r  Galp i n  g a v e  

Co u r t  de t a ils o f  t h e  c hanges i n  s i z e  o f  t h e  Se r i e s  ' E '  

b a n k n o te s , whic h  h ad been pr oposed f ollowing c o n s ultatio n s  

wit h  r epresen t a tives o f  t he blind . Wit h r e f e r e nce to a 

Minute o f  1 5  Novembe r 1 9 8 4 ,  he t hen went on to s p e a k  a bo u t  

new va ria n t s  o f  t h e  £ 1 0  and £ 5  notes whic h i t  was h oped c o uld 

be is s ued later  in t he ye a r . 

2 W i t h  r e f e rence to a M i nute o f  t he p r e viou s  we e k , M r  Flemm i ng 

drew a t te n tion to some aspec t s  o f  the May ed i t i on o f  t h e  

Qua r t e r ly B ulle t i n ,  toge t h e r  wit h  t h e  l a t e s t  edition o f  B a n k  

B r ie f i ng ,  b o t h  o f  whic h we r e  due to b e  p u b lished la t e r  t h a t  

day . 

The Gove r n o r  and M r  Loehnis then spo k e  a b o u t  t heir r e c e n t  visit t o  

a n umber o f  East Af rican coun t rie s .  

 
�(1 fli., � 19r7 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 21 MAY 1 9 8 7  

P r e s e n t  

Geo rge Blunde n , Esq , Deputy Gove rnor  

S i r  George Ad r i an Hayhu r s t  Cad b u r y  

The Hon S i r  John Fr anc i s  Harco u r t  B a r i n g ,  CVO 

S i r  Co l i n  Ross Co r ne s s  

Rod ney Desmond Galpin , E sq 

Edwa rd Alan John Geo rge , Esq 

S i r  Robe r t  Has l am 

Gav i n  H a r r y  La i r d ,  Esq 

Anthony David Loehn i s , Esq 

De r y k  Vander Weye r , Esq , CBE 

S i r  Les l i e  C l a r ence Young , CBE 

Doug las Alfred Dawk i n s , Esq 

John Stanton Flemm i ng ,  Esq 

The M i n u t e s  of the l a s t  Cou r t , hav i ng been c i rcu l a ted , we r e  

appr oved . 

6 1  

M r  Ga l p i n  hav i ng c omme nted o n  the wee k l y  f i gu r e s , the Deputy 

Gove r no r  i nv i ted Mr Geo rge to spe a k  a bo u t  the state of the fo r e ign 

exchanges and the dome s t ic ma r k e t s .  

I n  r e sponse t o  a que s t i on abo u t  the imp l i c a t i o n s  fo r B r i t i sh b a n k s  

of the bad d e b t  prov i s ion i ng announced b y  C i t i c o r p , M r  G a l p i n  sa i d  

that , a s  po i n ted o u t  i n  the press , the B r i t i sh b a n k s ' p r ov i s i on s  

we r e  not of t h e  s i ze ( 2 5% o f  exposu r e  to p r o b lem d e b t  c o u n t r i e s) 

a n no unced by C i t i c o r p .  B u t  o u r  ban k s  h a d  i nc r e a sed the i r  

spec i f i c  p r o v i s ions aga i n s t  sove r e ign d e b t  l a s t  y e a r  and had 

s ign i f i c a n t l y  s t r e ngthened the i r  c a p t i a l  ove r r e c e n t  y e a r s .  

The r e seemed l i t t l e l i k e l ihood of any ac t i o n  by B r i t i sh b an k s  
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be f o r e  t he publ i c a t i o n  o f  t he i r  i n t e r im r e s u l t s  i n  J u l y. An 

i n c r ease by them in such prov i s i o n s  was t o  be expec ted - i ndeed 

the Bank had sa i d  j u s t  t h i s  in r e sponse t o  p r e s s  enqu i r i e s  

yeste rday . B a n k  boards wou l d  u ndo u b tedly b e  t h i n k i ng h a r d  a b o u t  

t h e  impl i c a t ions f o r  t hemse lves a n d  w o u l d  h ave r egard t o  

p r ov i s i o n i ng p r a c t ice e l sewhe r e . The US a u tho r i t i e s  had s a i d  

t h a t  C i t i c o r p ' s  dec i s i on had been t he i r  own a n d  d i d  no t s e t  a 

pr ecede n t : i t  wo u ld be i n te r e s t i ng ,  and re levant to B r i t i s h  

ban k s , t o  see how other US banks reac ted . 

The r e  be i ng no i tems f o r  d i sc u s s i on u nde r t h e  wee k ly exec u t i ve 

r e po r t , t he Deputy Gove r no r , hav i ng dec l a r ed h i s a c t u a l  i n t e r e s t ,  

i n v i ted M r  Dawk i n s , i n  the absence o f  M r  C o r b y , t o  i n t roduce a 

Repo r t  o f  t he St a f f  Comm i t tee on t h e  i n c r e ase to be awarded i n  

pe n s i on s  a nd a l l owances payable f r om the St a f f  Pe n s i o n  Fund . The 

rec ommenda t i ons con t a i ned i n  t he Repo r t  we r e  a pp r o ved . 

The Dep u t y  Gove r no r , hav i ng aga i n  dec l a red h i s  a c t u a l  i n t e r e s t , 

t he n  i n v i ted S i r  Adr i a n  Cadb u r y  to i n t r oduce a M i n u t e  o f  t h e  

Comm i t te e  o f  T r e a s u r y  recommendi ng i nc r e a s e s  i n  the pe n s i on s  a n d  

a l lowances i n  payme nt t o  f o rme r Gove rno r s  a n d  Exec u t i ve D i r e c to r s , 

and to the w idows o f  three f o r me r Exec u t i v e  D i r e c t o r s ,  w i t h e f f e c t  

f r om l J u l y  1 9 8 7 . The M i nute was appr oved . 

The Deputy Gove rnor  r em i nded Membe r s  t h a t , f o l l o w i ng t h e  

d i sc u s s i o n s  on t h e  annua l p a y  award the p r e v i o u s  y ea r , i t  had b e e n  

dec i ded t h a t  i n  f u t u r e  Co u r t  sho u ld not be i nvo l ved i n  t h e  

de t a i led nego t i a t ions but should agree p a r ame t e r s  w i t h i n  wh i c h  t h e  

p a y  nego t i a t ions should p r oceed . H e  i n v i t ed M r  Dawk i n s  t o  

o u tl i ne t he B a n k ' s  proposals  f o r  t h e  1 9 8 7  pay awa r d  w h i c h  h ad b e e n  

agreed by Comm i t tee o f  Treasu ry e a r l i e r  t h a t  day . I t  w a s  agreed 

t h a t  M r  Dawk i n s should ente r nego t i a t ions w i t h  t h e  Un i on o n  t h e  

ba s i s  he o u t l i ned , de t a i l s  o f  wh i c h  would be s ub j e c t  to agreement 

w i t h  t h e  Gove r no r s  and Exec u t i ve D i r e c to r s .  

The Deputy Gove rnor  i nt r oduced a Repo r t  o f  t h e  Comm i t te e  on 

Pe rma n e n t  Con t r o l  of Expend i t u r e  wh i c h  was appr o ved . 
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At the Deputy  Gov e r no r ' s  i n v i ta t i on : -

l S i r  Robe r t  Haslam i n t r od uced the Ann u a l  Repo r t  o f  the 

Reg i s t r a r ' s  Depa r tment L i a i son Comm i t tee wh i c h  w a s  l a i d  

b e f o r e  Cou r t .  

2 M r  Geo rge presented the B a r t le t t  Repo r t  on the f u t u r e  o f  t h e  

Reg i s t r a r ' s  Depa r tment wh i c h  h a d  b e e n  cons i d e r e d  b y  

Comm i ttee of Trea s u ry the p r e v i o u s  we e k . The thoug h t f u l  

a n d  i n t e r e s t i ng Repo r t  conc l uded t h a t  t h e  Reg i s t r a r ' s  

Depa r tment was expens i ve to r un on i t s  p r e s e n t  b as i s .  

Que s t i on s  o f  wo r k  procedu r e s  and s t a f f i ng po l i cy we r e  

a l r eady be i ng add r e s sed b y  se n i o r  manageme n t . The 

f undamental  i s su e s  for  cons i de r a t i o n  by Cou r t  conc e r ned the 

r e l a t ionsh i p  of the Dep a r tment w i th the r e s t  o f  the  B a n k  and 

mo r e  i mmed i a te ly the q ue s t i o n  o f  r e l oc a t i o n .  After  some 

d i sc u s s ion it was  ag reed that th i s  i ss u e  be r e -e x a m i ned w i t h 

the f o l l o w i ng terms o f  r e f e r ence : -

l To r e -exam i ne the a rg uments  f o r  and a g a i n s t  the 

r e loc a t ion o f  the ma i n  c le r i c a l  f unc t i ons  o f  the 

Reg i s t r a r ' s  Depa r tment to a s i te -

( i ) i n  the home coun t i es ( inc lud i ng space t h a t  may be 

a v a i lable  at Debd e n )  ; 

( i i )  i n  the 5 0 - 1 0 0  m i le band f r om London a s  s u g g es te d  i n  

1 9 8 2 ; 

( i i i )  f u r th e r  a f i e l d . 

2 To i d en t i fy the cost  s a v i ng s  that  m i g h t  be ach ie ved f rom 

such  r e l oc a t i o n  -

( a )  to HMT unde r o u r  c a sh l im i t ; 

( b )  to the B a n k . 

3 To con s i d e r  the mos t  a pp r opr i a te t i m i ng f o r  such  a 

pos s i ble move , h a v i ng p a r t i c u l a r  r e g a r d  to the 

i mp l i c a t ions  for  the s t a f f . 

4 To r e po r t  by end -Septembe r .  
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The Deputy Gove r no r  d r ew Cou r t ' s  a t t e n t i o n  t o  a summa r y  o f  p r e s s  

r e ac t i o n  t o  the May ed i t i o n  o f  t h e  Qua r te r ly B u l l e t i n  a n d  the  

B a n k ' s  Annual  Repo r t  and Accoun t s ,  both o f  wh i c h  had b e e n  

pub l i shed t h e  p r e v i ous  wee k . 

� 0 - ,f GLJ�-
l. �- M a d  t 1 <G 7 
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A COURT OF DIRECTORS AT THE BAN K 

THURSDAY 2 8  MAY 1 9 8 7  

P r e s e n t  

The R t  H o n  R obe r t  L e i g h - Pembe r ton , Gove r no r  

G e o r g e  B l u n de n ,  Esq , Dep u t y  Gove r n o r  

Dr Dav i d  Va l e nt i ne A t t e r ton , C B E  

The  Hon  S i r  John  F r a n c i s  H a r c o u r t  Ba r i ng ,  CVO 

S i r  Geo r ge A d r i a n  Hayhu r s t  Cadbu r y  

F r ede r i c k B r i a n Co r by , E s q  

Rodney Desmond G a l p i n ,  E s q  

E dwa r d  A l a n J o h n  G e o r g e , E s o  

S i r Hect o r  L a i ng 

G a v i n  Ha r r y La i r d ,  E s o  

Dav i d  A l a n  Wa l ke r , E s o  

De r y k  Va nde r Weye r ,  E s q , C B E  

S i r  Les l i e  C l a r e nce Young , C B E  

Doug l a s  A l f r e d  Dawk i n s ,  E s o  

J o h n  S t a n t o n  F l emmi ng , E s o  

A n t h o n y  L au r i e  C o l eby , E s q  

The  M i n u t e s  of  t h e  l a s t  Co u r t ,  h a v i ng been c i r c u l a t e d , we r e  

app roved . 

M r  G a l p i n  h a v i ng  comme nted  o n  t h e  wee k l y  f i g u r e s , t h e  Gove r no r  

i n v i t ed M r  G e o r g e  t o  spea k about  t h e  s t a t e  o f  t h e  f o r e i g n  

e x c h a n g e s  a n d  t h e  dome s t i c  ma r k e t s . 

T h e r e  we re  no i t ems f o r  d i s c u s s i on unde r t h e  we e k l y  e x e c u t i ve 

r epo r t .  
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A t  t h e  Gove r no r ' s  i n v i t a t i o n : -

M r  F l emm i ng comme nted  o n  t h e  ove r s e a s  T r a d e  F i g u r e s  f o r  

Ap r i l  w h i ch h a d  been r e l ea s ed e a r l i e r t h a t  d a y . 

2 M r  C o r by 1 n t roduced t h e  C h i e f  of C o r p o r a t e  S e r v i ce s ' a n n u a l 

r epo r t  on S a l a ry Po l i cy  a n d  F r i nge  Benef i t s .  S om e  c o n c e r n  

was e x p r e s s e d  about  t h e  i nc r e a s e d  amo u n t  o f  o ve r t i me h o u r s  

wo r k ed i n  1 9 8 6 / 8 7  compa r ed w i t h  t h e  p r ev i ou s  t wo yea r s .  

3 Dr A t t e r t on spo k e  abo u t  t h e  Repo r t  o f  t h e  C h a r i t a b l e  Appe a l s  

Comm i t t ee and  d r ew a t t e n t i o n  t o  t h e  ma r k ed i nc r e a s e  i n  t he 

numbe r of appe a l s  r e c e i ved by t h e  B a n k  - a r i se of 1 0 0 %  

s i nce  1 9 8 3 / 8 4  - a n d  r epo r t e d  t h a t  i n  r e sponse  t o  t h i s  

i nc r ease , t he Commi t tee  h a d  d e l eg a t e d  f u r t h e r a u t ho r i t y  t o  

t he Sec r e t a r y  t o  r e j e c t  u n s u i t a b l e  m i n o r  appea l s .  I t  was  

n o t ed that  a dona t i o n  of  £3 , 0 0 0  h a d  been made t o  t h e  C h a n n e l  

F e r ry Di s a s t e r  F u n d . 

4 M r  F l emmi ng i nt roduced  a pape r ,  p repa r e d  by t h e  Econom i c s  

D i v i s i o n ,  w h i c h  r e v i ewed r e c e n t  s t u d i e s  o f  t he i mp a c t  o f  t h e  

ag r i c u l t u r a l  pol i c i es o f  both  i nd u s t r i a l  a n d  d e v e l op i n g  

c o u n t r i e s .  Subseauent  d i s c u s s i on s uppo r t ed t h e  a r g ume n t s  

f o r  r a d i c a l  r e f o rm . 

5 M r  F l emmi ng t h e n  comme n t e d  o n  t h e  Econom i c  Repo r t  f o r  May . 

6 M r  G e o r g e  i nt roduced  t he regu l a r  d i sc u s s i on o f  mone t a ry 

pol i cy a n d  e x p l a 1 ned t h a t  t h e  pos i t i o n h a d  not  c h a n g e d  m u c h  

o v e r  t he past  mo n t h .  The  d i l emma o v e r  i nt e re s t  r a t es w h i ch 

he h a d  ea r l i e r  out l i ned  rema i n ed . The  c on t i n u i ng s t r e n g t h  

o f  b r oad money a n d  c r ed i t  g r owt h ,  t h e  r i se i n  a s s e t  p r i ce s ,  

t h e  buoyancy  o f  t h e  economy and  a r a t e  o f  i n f l a t i o n s t i l l  

h i g h e r  t han o u r  i nd u s t r i a l  c ompe t i t o r s  a l l  po i nt e d  t o  t h e  

n e e d  f o r  some r e s t r a i nt i f  w e  w e r e  n o t  t o  p u t  t h e  

s u s t a i na b i l i t y of  s t a b l e  e x pa n s i on a t  r i s k . B u t  i f  t h e  

e x c h a nge r a t e  r o s e  t o o  f a r  t h e r e  wou l d  be i mmed i a t e  damage 

to i nd u s t r 1 a l  con f i dence  a t  a c r i t i c a l  t i me . The  d i l emma 

was the more a c u te bec a u se we c o u l d  n o t  y e t  t e l l  whe t h e r  t h e  
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e x change  i n f l ows wou l d  pe r s i s t a f t e r  t h e  E l e c t i o n . We h a d  

con t i nued t o  t r y t o  squ a r e  t h i s  c i r c l e  by h e a vy i nt e r v e n t i o n  

b u t  conced i ng a mode s t  dec l i ne i n  i n t e r e s t  r a t e s  whe n  t h e  

e x ch a nge r a t e  p r e s s u r e  h a d  bec ome e x c e s s i ve .  F o r  t h e  t i me 

be i ng s t e r l i ng had  s o f t e ned and t h i s  b r o u g h t  c on s i de r a b l e 

r e l i e f . 

M r  Co r by t h e n  spo k e  about h i s  recent  v i s i t  t o  Japan  a n d  C h i na .  
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A COURT OF D I RECTORS AT THE BAN K 

THURS DAY 4 JUNE 1 9 8 7  

P r e s e n t  

G e o r g e  B l u n d e n , Esa , Deputy Gove r n o r  

S i r  G e o r g e  Ad r i a n H a yh u r s t  Cadbu r y  

T h e  H o n  S i r  John  F r a n c i s  Ha rcou r t  Ba r i ng ,  CVO 

F re de r i ck B r i a n Co r by , Esa 

Rodney Desmond G a l p1 n ,  Esa  

Edwa r d  A l an John Geo r g e ,  Esa  

S i r  Robe r t  H a s l am 

S i r H e c t o r  L a 1 n g  

S i r  Dav i d  G e r a l d  Scho l ey ,  CBE 

Da v i d  A l an Wa l k e r , Esa 

S i r  Les l i e  C l a r e n c e  Y o u n g , CBE  

Doug l a s  A l f red  Dawk i ns ,  Esa  

The  M i n u t e s  of  t h e  last  Cou r t , ha v i ng been c i r c u l a t ed , we r e  

app r oved . 

M r  G a l p i n  h a v i ng c ommented  o n  t h e  wee k l y  f i g u r e s , the  Dep u t y  

Gove r n o r  i n v i ted  M r  G e o r ge to  spe a k  a b o u t  t h e  f o r e i gn e x c h a n g e s  

a n d  t h e  dome s t i c  ma r k e t s ,  i n c l u d i n g  t h e  O f f i c 1 a l  R e s e r ve s  f i g u r e s  

f o r  M a y  w h i c h  h a d  been pub l i s hed t h e  p r e v i o u s  Mond a y . H e  

e x p l a i ned  t h a t  t h e  i n c rease  i n  t h e  r ese r ve s  was t he l a r ge s t  

mo n t h l y  i n c r e a s e  o n  reco rd  a n d  t h a t  t h e  r e s e r ves  at  $ 3 4 . 6 8 b n  n o w  

s t ood at  a r e c o r d  l e ve l . The s h a r p  i nc r e a s e ,  wh i c h r e f l ec t ed 

h e a v y  i n t e r ve n t i o n  by the  B a n k  d u r i ng t h e  p r e v i o u s  mo n t h , h a d  

c o r r e spond i ng l y  added to  l i a u i d i t y  i n  t h e  m o n e y  ma r k e t  a n d  added 

t o  t h e  money s upp l y .  I n  r e sponse t o  a r ea u e s t  f r om S i r Ad r i a n 

C a d bu r y ,  M r  G e o r g e  u n d e r took  to p r epa r e  a pap e r  e x p l a i n i ng more  

f u l l y t he s e  e f f e c t s  of  i n t e r ve n t i o n . 

6 8  
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F o l l ow i ng some d i s c u s s i o n  on t he f o r e i g n  e x c ha n ge s , t h e  Dep u t y  

Gove r no r  t o o k  t he oppo r t u n 1 ty of s ay i ng h o w  s o r r y  h e  a n d  h i s  

co l l eagues  we r e  a t  t he depa r t u r e  o f  M r  Pa u l  Vo l c k e r , o n e  o f  t h e  

wo r l d ' s most  d i s t i ng u i shed  c e n t r a l  B a n k e r s , a s  C h a i rma n o f  t h e  

Fede r a l  Rese r ve Boa r d .  

U nd e r  t h e  wee k l y e x e c u t i ve repo r t : -

1 M r  Wa l k e r  ment i oned t h a t  i t  wou l d  be a n n o u n ce d  l a t e r  t h a t  day  

t h a t  M r  A R Th r eadgo l d ,  who had  r e c e n t l y  a s s umed 

r e spons i bi l i ty f o r  the F i na n c i a l  Supe r v i s i o n : G e n e r a l  

D i v i s i o n ,  wou l d  be l e a v i ng t he B a n k  i n  Sept embe r t o  become 

C h i e f  E xe c u t i ve of  PosTe l I nvestment  M a n a g eme n t  L t d : h i s  

r e spons i b i l i t i es wi t h i n  t h e  B a n k  wou l d  be a s s umed by 

Mr M D K w F oot , on h i s  r e t u r n  f rom Wa s h i n g t o n  l a t e r  i n  t h e  

ye a r . 

6 9  

2 The  Dep u t y  Gove r n o r  b r o u g h t  t o  t he a t t e n t i on o f  Cou r t  a l e t t e r  

w h i c h  h e  h a d  r e c e i ved f r om t h e  G e ne r a l  S e c r e t a r y  o f  BESO 

reg r e t t 1 ng t h e  dec i s i o n  of t h e  Cou r t  t o  r e - e x am i ne t h e  

qu e s t i o n  o f  t h e  r e l oc a t i on of  t h e  R eg i s t r a r ' s  Depa r tm e n t  a n d  

see k i ng t o  appo i n t  two membe r s  o f  t h e  U n i o n  t o  t h e  Ho r k i ng 

Pa r ty when  e s t a b l i s hed . The  Depu t y  Gove r n o r  s a i d  t h a t  i n  h i s  

repl y ,  wh i c h  had  been c i r c u l a t e d  t o  membe r s  o f  t h e  s t a f f  i n  

t h e  R eg i s t r a r ' s  Depa r tme n t , he h a d  r e j ec t e d  t he s ugge s t i o n 

t h a t  t h e  U n i o n  s h o u l d  be i nv o l ved i n  t h e  p repa r a t i o n  o f  t h e  

r epo r t  o n  r e l o c a t i o n . B u t  h e  h a d  ag reed  t h a t  i f ,  a f t e r  t he 

repo r t  h a d  been  con s 1 d e r e d  by Cou r t , a dec 1 s i on was t a k e n  t o  

r e l oc a t e  t he Reg i s t r a r ' s  Depa r t me n t , t h e  B a n k  wou l d  d i sc u s s  

a n d , whe r e  app r op r i a t e ,  negot i a t e  wi t h  t he U n i o n  o n  i t s  

i mp l i c a t i o n s . 

W i t h  r e f e r e nc e  t o  a M i n u t e  of 5 Sep t embe r 1 9 8 5  a n d  l a t e r , t h e  

Depu t y  Gove r n o r  r emi nded Membe r s  t h a t  i n  Feb r u a r y  1 9 8 6  De bde n  

Secu r i t y P r i nt 1 ng L t d , a who l l y-own e d  s u bs i d i a r y company  o f  t h e  

B a n k ,  h a d  been i nc o r po r a t ed t o  u nd e r t a k e  a l l  c omme r c i a l  ope r a t i o n s  

a t  t h e  P r i nt i ng Wo r k s . The  ma j o r i ty o f  t he s h a r e s  i n  t h a t  

C ompany we r e  h e l d  i n  t h e  n ame of  t h e  Gove r n o r  a n d  Compa ny of  t h e  

B a n k  o f  E n g l a n d  - t h e  o t h e r  sha r e ho l d e r s  be i ng 11 r  D A wa l k e r  a n d  

M r  A H J a r v i s ,  who  e a c h  h e l d  one  s h a r e  - a n d  i t  w a s  neces s a ry 

t he r e f o r e  t o  a u t ho r i se someone  t o  a c t  o n  t h e  B a n k ' s  be ha l f  at  

mee t i ng s  o f  t h e  Compa ny . It  was  RESOLVED t h a t  pu r s u a n t  t o  
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Sect1on 375 of the Compan1es Act 1985 and unttl otherwtse resolved 

by the Court of Dtrectors, Mr D A Walker, the Executtve Director 

responsible for the Prtnttng Works, or fatltng htm, Mr A w Jarvts, 

the General Manager of the Printing Works, or failing him, the 

Secretary of the Bank be authorised to act as the representative 

of the Governor and Company of the Bank of England at any meeting 

of Debden Security Printing Limited, a wholly-owned subsidiary of 

the Bank. 

At the Deputy Governor's 1nv1tatton, Mr Walker introduced a paper 

on pre-emption rtghts which addressed some of the main issues 

involved and identtfted parttcular areas that would be debated in 

the next few months in dtscusstons between the Bank and 

institutional investors, companies , the CBI and other tnterested 

groups. 

In the discussion that followed, there was general agreement that 

progress depended on close consultation between compantes and 

their shareholders but that 1t was also desirable that 

Institutional Investors should, through ind1cat1ng tn advance the 

sort of disapplication case that they would be ready to cons1der, 

provtde a basis for greater confidence for compan1es 1n plann1ng 

thetr external ftnanctng. There was a general consensus that the 

debate should be taken forward and that the Bank as a 

d1s1nterested party had an tmportant role to play in helping to 

catalyst opinion around possible solutions. 

The Deputy Governor spoke to Court about the exh1bition "As Good 

as Gold: 300 years of Br1t1sh bank note destgn• whtch would open 

at the Br1t1sh Museum on 16 July. The exh1b1t1on was the product 

of co-operation between the Bank and the Brittsh Museum and the 

Bank had agreed to contribute E65 , 000 towards the est1mated cost 

of El50,000 of mounttng the exhtbition: some relaxatton in the 

rules regarding the reproductton of notes had also been agreed but 

this dtd not apply to legal tender notes. The exhibition would 

chronicle the history of bank notes from the goldsmtths' notes of 

the 17th century to bank notes of today and would draw on material 

from the collecttons of both the Bank and the Brittsh Museum. An 

illustrated book written JOlntly by the Curator of the Bank's 

Museum and a Curator at the Br1t1sh Museum would be published to 

t%: ·~ ~· fl:.L .L 
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A COURT OF D I RECTORS AT THE BAN K 

THURS DAY l l  JUNE 1 9 8 7  

P r e s e n t  

The  R t  H o n  Robe r t  L e i g h - Pembe r t o n ,  Gove r no r  

G e o r g e  B l u n de n ,  E s q ,  Deputy  Gove r n o r  

D r  Da v i d  Va l e n t i ne A t t e r ton , CBE 

The  Hon  S i r  John  F r a n c i s  Ha rcou r t  Ba r i n g ,  CVO 

S i r  George  Ad r i a n Hayhu r s t  Cadbu r y  

F r ede r i ck  B r i a n Corby , E s a  

S1 r Col i n  Ross  C o r n e s s  

R o d n e y  Desmond  G a l p i n ,  Esa  

Edwa r d  Alan  John  Geo r g e ,  Esa 

S i r Robe r t  H a s l am 

S 1 r  Ma r t i n  W a k e f i e l d  Ja comb 

S i r  H e c t o r  L a i ng  

G a v i n H a r r y  La i r d ,  Esq  

A n t hony  Da v i d  Loe h n i s ,  Esq 

Dav i d  A l a n Wa l k e r , Esq 

D e r y k  Va n d e r  Weye r ,  Esq , CBE  

T h e  M i n u t e s  of t h e  last  Cou r t , h a v i ng been c i r c u l a t e d , we r e  

app r ov e d . 

The r e  be i ng no comme n t s  on t h e  wee k l y  f i g u r e s ,  t h e  Gove r no r  

i n v i t e d  M r  George  t o  speak about t h e  s t a t e  o f  t h e  f o r e i g n  

e x c h a n g e s a n d  t h e  domes t i c  ma r k et s .  

U n d e r  t h e  wee k l y exec ut i ve r epo r t : -

 Wi t h  r e f e r e nce t o  a M i n u t e  o f  7 May  a n d  ea r l i e r , M r  Wa l k e r  

repo r t ed t h a t , f o l lowi ng a pet i t i on t o  t h e  Cou r t s ,  i t  h a d  

7 1  

b e e n  

a g r e e d  t h a t  t h e  cap i t a l  o f  M i no r i e s  F i na nc e  L i mi t e d  be r ed uced 

f r om £ 7 5  mn to f.3 7 .  5 mn . A l t ho u g h  Co u r t  h a d  a g r e e d  t o  g i ve a 
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7 2  

g u a r a n t e e  - wh i c h had been sea l e d  w 1 t h  t h e  Common S e a l  o f  t h e  

B a n k  - f o r  the  bene f 1 t  of M 1 no r i e s F i n a n c e  L i mi t e d ' s  c r ed i t o r s  

o f  u p  to  t h e  amount  o f  t h e  cap 1 t a l  redu c t i o n i n  t h e  e v e n t  o f  

o u t s t a n d i ng l i t i g a t i on ag a i n s t  t h e  company , t h e  j u d g e  h a d  

ag reed  t h a t  an unde r t a k i ng b y  the  B a n k  t o  r e c ap i t a l i s e 

M i n o r i e s  F i nance L i m i t ed i n  t he e v e n t  o f  a d e f i c i e n c y  o f  f u n d s  

wou l d  b e  su f f i c i ent . T h i s was p l a i n l y  a be t t e r  out come f r om 

t h e  s t andpo i n t  of t he Ba n k ; the g u a r a n t e e  wo u l d  t h e r e f o r e  n o t  

b e  reau i r ed  a n d  i t  wa s ag reed t h a t  i t  be d e s t r o y e d . 

2 The  Depu t y  Gove r n o r  i n f o rmed Cou r t  t h a t  one  of t h e  B a n k ' s  

s u bs i d i a ry company ' s , S l a t e r  Wa l k e r  L t d  may soon s t a r t  l eg a l  

p r oc e e d i ngs a g a 1 n s t  B r i t an n i a  A r row H o l d i ngs  PLC , S l a t e r  

Wa l k e r ' s  f o rm e r  p a r e n t  compa n y , and  p r ev i o u s l y  k nown a s  S l a t e r  

Wa l k e r  Secu r i t i e s L t d .  The act i o n s t emmed f r om t he B a n k ' s  

pu r ch a s e  of S l a t e r  Wa l k e r  i n  1 9 7 7  to  p r e v e n t  i t s def a u l t  on 

e u r o- c u r r e ncy bo r rowi ngs . As pa r t  of t h a t  pu r c h a s e  a g r eeme n t  

S l a t e r  Wa l k e r  boug ht  f rom B r i t a n n 1 a A r r o w ,  a ga i n s t  a n  

i ndemn i ty f r om t h a t  compa ny , a US$ 1 0  mn l o a n  n o t e  i ss u e d  by  

C o r n wa l l  Eau i t i es .  That compa ny had subseaue n t l y  been t a k e n  

o v e r  t w i ce a n d  h a d  l a t e r  gone i n to  l i au i d a t i o n ;  S l a t e r  Wa l k e r  

wou l d  r ece i ve no mo re  than  U S $ 2  mn f rom t h e  l 1 au i da t 1 o n . 

B r i t a n n i a  A r row ha d ,  th rough t he i r  l awye r s ,  i n f o rmed S l a t e r 

Wa l k e r  t h a t  they d 1 d  not i n tend  to pay t h e  amo u n t  - us$8  mn 

p l u s  i n t e r e s t  - due u n d e r  t he i n demn i ty o n  the g r o u n d s  t h a t  

t he y  h a d  been r e l eased f rom t h e i r obl 1 g a t 1 o ns  as a r e s u l t  o f  

t he ea r l i e r t a k eover  o f  C o r nwa l l  Eau i t i e s b y  K DT I n d u s t r 1 es 

I n c : they  had  ea r l i e r  made an o f f e r  of U S $ 1  mn i n  f u l l  

s e t t l ement w h i ch  had been r e j e c t ed . 

S l a t e r  wa l k e r  had now been advi sed by t h e i r  l awye r s  t h a t  t h ey 

h a d  a s t r o ng case aga i nst  B r i t a n n i a A r r o w . As t h e  r e j e c t 1 o n  

o f  t h e  t e rms o f  t he i ndemn i ty b y  B r i t a n n i a  A r row  h a d  n o t  been 

made " w1 t h o u t  p r e j u d i c e " , it  was t h e  i n t e n t i o n  o f  the Boa r d  o f  

S l a t e r  Wa l k e r  to  1 n s t i ga t e  p roceed 1 ngs  now r a t h e r  t h a n  t o  

a wa i t  de f a u l t  i n  1 9 8 8 .  

3 Wi t h  r e f e r e n c e  to a M i nute  of 2 1  May a n d  e a r l i e r , t h e  Dep u t y  

Gove r n o r  i n f o rmed cou r t  t h a t  a l t hough  BE SO h a d  a g r e e d  t h e  

a c r os s - t h e- boa rd sal a ry i nc rease  f o r  1 9 8 7  w i t h i n  t h e  
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pa ramet e r s  ag reed b y  Co u r t , a n d  t h e  s c heme o f  

Rec l a s s i f i c a t i on , t h e  U n i on we r e  s t i l l  l oo k i ng f o r  f u r t h e r  

f unds  t o  b e  made a v a i l a b l e  i n  t h e  Rec l a s s i f i ca t i o n  e x e r c i s e . 

He p r oposed t o  meet t h e  Un i o n t h e  f o l l owi ng  w e e k  t o  e x p l a i n 

t h a t  t h e  Cou r t  was adama n t  t h a t  Rec l a s s i f i ca t i on m u s t  be 

s e l f - f i na n c i n g ,  t h a t  the f i g u r e s  now b e f o r e  t h em u t i l i se d  t o  

t h e  f u l l  t he savi ngs i de n t i f i ed f rom r e c l a s s i f 1 ca t i on a n d  t h a t  

t h ey t h e r e f o r e  now had t he B a n k ' s  f i n a l  o f f e r .  

h e  wou l d  i mpose t he set t l emen t . 

I f  n e c es s a r y  

A t  t h e  Gove r no r ' s  i n v 1 t a t i on M r  Loeh n i s  i n t r o d u c e d  t h e  

I n t e r na t i on a l  Econom i c  Devel opme n t s  pape r f o r  M a y  be f o r e  g o i ng  o n  

t o  p r e s e n t  a paper o n  S a u d i  A r a b i a .  T h i s  f o c u s s e d  o n  t he 

deve l opme n t s  t h a t  had  t a k e n  p l a c e  i n  r ec e n t  yea r s ,  as a r e s u l t  o f  

t h e  acqu i s i t i on of subs t a n t i a l  o i l  wea l t h ,  t he i nc r e a s i ng l y  

i mpo r t a n t  r o l e  o f  S a u d i  A r abi a o n  t h e  wo r l d  s t a g e ,  a n d  t h e  

p r o b l ems f o r  t h e  S a u d i  economy of t h e  dec l i ne i n  t h e  o i l  p r i c e . 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 1 8  JUNE 1 9 8 7  

P r e s e n t  

T h e  R t  H o n  Robe r t  Le i g h - Pembe r ton , Gove r n o r  

S i r  Geo rg e  B l unden , Deput y  Gove r no r  

Dr  Dav i d  Va l e n t i ne Att e r ton , CBE 

The Hon S i r  John Fr anc i s  Ha rcou r t  B a r i ng , CVO 

S i r  Geo rge  Ad r ia n  Hay h u r s t  Cad bu r y  

Frede r ic k  B r i an Co rby , Esq 

S i r  Co l i n Ro ss  Co rness  

Rod ney De smond Ga l p i n , E s q  

Edward  Alan John Geo rq e , Esq 

S i r  Ma r t i n  W a ke f i e l d  Jacomb 

S i r  Hec t o r  La i ng 

Gav i n  Ha r ry La i r d , E s q  

Ant hony David  Loe hn i s ,  E s q  

S i r  David  Ge r a ld Scho ley , C B E  

David  Alan W a l ke r , E s q  

De r y k  Van d e r  Weye r , E sq ,  C B E  

Doug l a s  A l f red  Dawk i ns , Esq 

John S t an ton Flemm i ng , E s q  

T h e  M in u t e s  o f  the  l a s t  Cou r t ,  hav ing  b e e n  c i rc u la t e d , we r e  

a ppr oved . 

M r  Ga l p i n  h a v i ng commented  on t he wee k ly f ig u re s , t h e  Gove r n o r  

i n v i t ed M r  Geo rge  t o  spea k  about  t he f o r e i g n  e x c h a n g e s  a n d  the  

s ta te of  t he d ome s t i c  ma r ke t s .  

7 4  
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U nd e r  t h e  wee k ly exec u t i ve repo r t : -

1 M r  Ga l p i n  me n t i oned t h a t  f o l l o w i n g  t h e  a c t i o n  t a k e n  r ec e n t ly 

by C i t i c o r p , N a t i o n a l  W e s tm i n s t e r  h a d  a n n o u nced  e a r l i e r  t h a t  

wee k t h a t  t he y  had i nc reased  t he i r  p r ov i s io n i ng a g a i n s t  

d o u b t f u l  d e b t s  up  t o  a l e ve l of  a lmos t  3 0 %  a g a i ns t  t h e i r  

expos u r e  i n  3 5  c o u n t r i e s .  Th i s  a c t i o n , w h i c h  h a d  b e e n  t a ke n  

o n  t he a s s ump t i o n  t h a t  s u c h  p r o v i s i o n i ng wou l d  b e  t ax 

d e d uc t i b l e , h ad led  t o  spec u la t io n , r e f l e c t ed i n  s h a r e  p r i ce s ,  

a b o u t  t he r e ac t i o n  o f  o t h e r  U K  b a n k s  i n  t h i s r e spec t .  I n  

a r r i v i n g  a t  t h a t  spec i f ic l e v e l  o f  p r ov i s i o n i ng ,  Nat io n a l  

We s tm i ns t e r  h a d  app l i ed a n  o b j e c t i ve t e s t  h a v i ng exam i ne d  a n d  

g i ve n  d ue we i g h t  t o  t h e  s c a l e  o f  d e b t  i n  i n d i v id u a l  

c o u n t r i e s . Th i s  c o n t r a st e d  w i t h  t he g e ne r a l  " ba s k e t " 

a pp r o a c h  adopted by C i t i c o r p  and  c o u l d  r e s u l t  i n  d i f f e r e n t  

level s  o f  prov i s i o n i ng by  va r i o u s  i n s t i tu t i o n s . From a 

s u pe r v i so r y  po i n t  o f  v i ew M r  Ga l p i n  s a i d  t h a t  t h e  B a n k  we r e  

encou r ag i ng a n  o b j e c t i ve app r o a c h  based  o n  t h e  c i r c um s t a n c e s  

a n d  n a t u re o f  i n d i v i d u a l  c o u n t r y  c la ims . I t  r em a i ned t o  b e  

s e e n  whe t h e r  t h e r e  w a s  any  c o n f l ic t  o f  i n te rp r e t a t i on b e t we e n  

t he USA a n d  t he U K  i n  accep t i ng p r ov i s i o n i ng a s  p a r t  o f  

c ap i ta l : t h i s  c o u ld have a n  impac t o n  t he c o nve r g e n c e  

exe rc i s e . 

2 W i t h  r e f e r ence  t o  a M i nu t e  of 2 2  Jan u a r y , M r  Dawk i n s  i n f o rmed 

Cou r t  t h a t  a s  a r e s u l t  o f  t he ba l lo t  o f  BESO membe r s , in  w h i c h  

5 4 . 9 %  o f  t hose  e l ig i b l e  had  voted , 8 2 . 7 %  h a d  voted  i n  f avou r 

o f  a t r an s f e r  o f  engagemen t s  t o  B I FU . 

He wen t  o n  t o  say t h a t  t h e  proposa l s  r e l a t i ng t o  

Rec la s s i f i c a t i o n  a n d  t h e  ac ross  t he boa rd s a l a r y  i n c r e a s e , 

wh i c h  h a d  been  me n t i oned a t  Cou r t  t h e  p r e v i o u s  wee k ,  h a d  now  

b e e n  put  formally  t o  t h e  U n i o n , wh i c h  p roposed t o  conduct  a 

ba l l o t  o f  membe r s .  The r e s u l t  s h o u l d  be k nown t he f o l l o w i n g  

wee k .  

A t  t h e  Gove r no r ' s  i n v i t a t i o n : -

1 S i r  Hec t o r  La i ng i n t r oduced  a Repo r t  f r om t h e  B o a r d  o f  

D i r ec to r s o f  B E  S e r v i c e s  Ltd , t og e t h e r  w i t h  t h e  a n n u a l  

a c co u n t s  f o r  t h e  y e a r  e nd ed 2 8  Feb r u a ry 1 9 8 7 ,  wh i c h  we r e  l a i d  

b e f o r e  Co u r t . 
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2 W i t h  r e f e r ence to a M inute  o f  5 June 1 9 8 6 , M r  F l e mm i ng 

i nt r od uced a f u r the r paper wh i c h  summa r i s ed the  We i t z m a n  

propo s a l s  f o r  p r o f i t  r e l a ted pay , the  t a x  i nc e n t i v e  pr opos a l s  

wh i c h  Gove r nment  had put f o r wa rd i n  the  1 9 8 7  F i n a n c e  B i l l  a n d  

o f f e r ed a c r i t i que o f  both . I n  p a r t ic u l a r he d r ew a t t e n t i o n  

t o  t h e  pote n t i a l  con f l ic t  t h a t  p r o f i t  r e l a ted pay schemes 

might  f ace in  mot i va t i ng and s t a b i l i s i ng t h e  work  f o rc e  o n  t h e  

one h a n d  wh i le wo r k i ng f o r  f u l le r  employmen t  on  the  o t he r . 

I n  the d i sc u s s i o n  wh i c h  f o ll owed t h e r e  was  g e n e r a l  accepta nce  

that  i de n t i f i c a t i o n  o f  employees w i th the  success  o f  the  

company t h r ough p r o f i t  r e lated pay scheme s w a s  adm i r a b l e . 

A lthough such schemes m ig h t  wo r k  w i t h i n  a sma l l  u n i t  the r e  w a s  

cons id e r able  doubt e xp r es sed about t he i r  a pp l i c a t i o n  i n  t h e  

context  o f  l a r g e r  d i v i s i ons , compa n i e s , a n d  mu l t i na t i o n a l  

u n i t s .  The r e  we r e  many f acto r s  r e l a t i ng t o  compan y  

p r o f i t ab i l i ty - i nv e s tme n t , m a r k e t i ng po l ic y , a d ve r t i s i ng e t c  

- wh i c h  we r e  outs ide t h e  c o n t r o l  o f  t h e  employe e s , b u t  w o u l d  

neve r th e l e s s  have  a n  i mpact on  the i r  r e m u ne r a t i o n . 

A compar i son  was d r awn w i t h  e x i s t i ng p ro f i t  s ha r i ng scheme s 

wh i c h  we r e  g e ne r a l ly s uccessf u l , but the p r o f i t  r e la ted pay 

scheme was i n t e nded a lso to  w id e n  employmen t  poss i b i l i t i e s . 

3 M r  F l emm i ng wen t  on to i n t r oduce a paper o n  m e a s u r e s  o f  

i n f l a t io n  a n d  iden t i f i ed seve r a l  d i f f e r en t  mea s u r e s  t h a t  c o u l d  

b e  adopted , e a c h  v a l i d  i n  i t s  o w n  w a y  depend i ng o n  the 

q ue s t io n  to be add res sed . 

I n  d i scuss i o n  i t  was accepted that  i nte r c o u n t r y  compa r i s o n s  

we r e  o f te n  n o t  necess a r i ly acc u r a te bec a u se o f  t h e  d i f fe r i ng 

c o n s t r uc t i o n  o f  n a t i o n a l  i nd ices  and , dome s t ic a l ly , t h e  u s e  o f  

a n  a l l -emb r ac i ng i ndex could b e  equa l ly m i s lead i ng .  Howe v e r , 

i f  a n  i ssue  was  prec i se l y  de f i ned a n  app r opr i a te i nd e x  c o u l d  

be i de n t i f ied  to add ress  t h e  p r o blem . 

A summa r y  o f  a w a r d s  f rom the Quee n ' s  B i r thday Hono u r s  L i s t  w a s  

l a id b e f o r e  Cou r t .  

� Q " 'l  �Lc L  
l ; '"  jlw- t 1 <'il 
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A COURT OF D I RECTORS AT THE BAN K 

THURS DAY 2 5  JUNE 1 9 8 7  

P r es e n t  

The R t  Hon  R obe r t  L e i g h - Pembe r ton , Gove r n o r  

S i r  George  B l un de n ,  Deputy Gov e r n o r  

D r  Dav i d  Va l en t i ne A t t e r t o n , C B E  

T h e  H o n  S i r  Joh n F r a n c i s  H a r co u r t  B a r i ng , CVO 

S i r  George  A d r i a n Hayhu r s t  Cadbu ry 

F r ede r i c k  B r i a n  C o r by , Esq 

Rodney Desmond G a l p i n ,  Esq 

Edwa r d  A l a n  John  Geo r g e , Esq 

S i r Ma r t i n  Wa k e f i e l d  Jacomb 

S i r  H e c t o r  L a i ng 

A n t hony D av i d  Loehn i s ,  E s o  

S i r  oa v i d  G e r a l d  Schol e y , CBE  

Deryk  Va n d e r  Weye r ,  Esq , CBE 

Doug l a s  A l f r e d  Dawk i ns ,  Eso 

John  S t a n t o n  F l emm1 ng , Esq 

A n t ho n y  L a u r i e  Col eby , Esq 

The M i n u t e s  o f  t he l a s t  Co u r t , h a v i ng been c i r cu l a t e d , we r e  

app roved . 

T h e r e  be i ng no comm e n t s  on the  wee k l y  f i gu r e s , t h e  G o ve r no r  

i n v i te d  M r  G e o r g e  t o  speak  about  t h e  f o r e i gn e x c h a ng e s  a n d  t h e  

s t a t e  o f  t h e  dome st i c  ma r ke t s . 

7 7  
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U n d e r  t h e  wee k l y  execut 1 ve r epo r t : -

1 M r  G a l p i n me n t i oned t h a t  d u r i ng t h e  p r e v i o u s  wee k  cou n t e r f e i t  

£ 1 0  n o t e s , w i t h  a f a ce v a l ue o f  app r o x i ma t e l y  £ 7 4 , 0 0 0 ,  h a d  

been s e 1 zed  b y  t h e  po l i ce f r om t wo l o c a t i o ns , one  i n  Devon a n d  

t h e  o t h e r  i n  t h e  Home count i e s ,  t o g e t h e r  wi t h  p r i n t i ng 

mac h i n e r y  and  a came r a . A road  a t l as ,  s h o w i n g  how a n d  wh e r e  

t h e  coun t e r f e i t e r  h a d  t ra ve l l ed t o  d i s t r i bu t e  n o t e s ,  h a d  a l s o  

been recove r ed . T h r e e  peop l e  h a d  s u bsequen t l y  b e e n  a r r e s t ed . 

2 The  Gove r no r  spo k e  about s ome of t he i ss u e s  wh i ch h a d  b e e n  

d i s c u s s e d  a t  t h e  I n t e r n a t 1 on a l  Mone t a r y  C o n f e r e n c e  wh i c h  he  

had  a t t e nded ea r l i e r  t ha t  wee k  i n  Hambu r g . In  pa r t i c u l a r  he  

me n t i oned that  there  had  been conf i rma t i on of t h e  va l i d i t y of 

the P l a z a a n d  L o u v r e  a g r eeme n t s  on  e x c h a nge r a t e  s t a b i l 1 t y ,  

a n d  wh e n  spea k i ng about  common cap i t a l  s t a n d a r d s  i n  ba n k i ng h e  

had  t a k e n  t h e  oppo r t u n i ty t o  co n f i rm t h a t  t h e r e  w a s  no  

f u ndame n t a l  d i f f e r e n c e  in  the  s t an c e  adop t e d  in  t he USA  and  

U K . T h e r e  had  a l so been d i scus s i o n on t h e  i n t e r na t i o n a l d e b t  

s i t u a t i o n :  i t  h a d  been i mpo r t a n t  t o  d r aw a t t e n t i on t o  t he 

f a c t  t h a t  t h e  probl ems w e r e  not co n f i ned  t o  La t i n  Ame r i ca b u t  

e x t ended  a l s o  to  A f r i ca a n d  A s i a .  

A t  t h e  Gove r no r ' s  i n v i t a t i on : -

1 M r  F l emm i ng comme n t ed on the  E conom i c  Repo r t  f o r  J u n e  be f o r e 

g o i ng on t o  i n t r oduce a paper  on M a n u f a c t u r 1 ng P ro d u c t i vi t y . 

T h e  pap e r  d r e w  a t t e n t i o n to  t he s t rong  g rowth  i n  o u t p u t  pe r 

h e a d  i n  t h e  m a n u f a c t u r i ng s e c t o r  w h i c h  h a d  r i s e n  by   1 / 2 %  

between  the  f i r s t  o u a r t e r s  o f  1 9 8 6  a nd 1 9 8 7  a n d  went  o n  t o  

c o n s i d e r  w h e t h e r  t h l S  was s u s t a 1 n ab l e .  I t  was  l i k e l y  t h a t  

t h e  r a t e  of g rowth o f  p roduc t i v i t y cou l d  f a l l  ba c k  t owa r d s  3 %  

b u t  t h a t  t h i s  may t a k e  s ome t i me t o  occu r .  I n  t h e  m e a n t i m e  

M r  F l emmi n g  sa i d  t h a t  3 1 / 2 %  g rowt h wa s p r o b a b l y  mo r e  

r ea l i s t i c  a n d  wou l d  b e  i ncorpo r a t e d  i n  t h e  B a n k ' s  n e x t  

f o r e c as t .  

I n  a d i sc u s s i on wh i c h  f o l l owed i t  was n o t e d  t h a t  t h e  i nc r e a s e  

i n  UK p r o d uc t i v i t y had  b e e n  be t t e r  t h a n  i n  most  coun t r i es a n d  

t h a t  g r owth  a t  3 1 / 2 %  wou l d  s t i l l  be be t t e r  t h a n  mos t E u ropea n 

c o u n t r 1 es a t  p r e s e n t . 
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2 W i t h  r e f e r e nce to t h e  p r o v i s i on a l  money a n d  ba n k 1 ng f 1 g u r e s  

f o r  May , M r  George  i n t roduced  t h e  r e gu l a r  d i s c u s s i o n o f  

mone t a ry pol i cy .  H e  s a i d  t h a t  o v e r  t h e  p r ec ed i ng t h r e e  

mo n t h s  o r  s o  t h e  a u t ho r i t i es had  been p r eoccu p i ed w i t h  t h e  

t a c t i c a l  h a nd l i ng of t h e  h u g e  e x c h a n ge i n f l ows w h 1 c h  oc c u r r e d  

bef o r e  t h e  s t a r t  of t h e  ge n e r a l  e l ec t i on campa i g n .  T h o s e  

7 9  

i n f l ows h a d  not resumed , as some had  expec t e d , on  t h e  e l e c t i o n  

r e s u l t .  H a d  t h ey done s o  t h ey wou l d  h a ve p r es e n t e d  a 

d i f f i c u l t  pol i cy d i l emma . As i t  was we now h a d  t h e  

oppo r t u n i ty to  s t a n d  b a c k  a n d  cons i de r  w h e r e  we s tood i n  

r e l a t i o n  t o  t h e  l onge r - t e r m  s t r a tegy . 

The  s h o r t  t e rm econom i c  p r ospect was  now f a vou r a b l e : t h e  

economy was buoy a n t  and t h e  pa t t e r n  o f  dema n d  r e a s o n a b l y  we l l  

b a l anced . Unempl oymen t  had  f 1 na l l y  come down s omew h a t , a n d  

t h e  R P I , c u r r e n t l y  a r ound 4 % , cou l d  e d g e  down ove r t h e  r e s t  o f  

t h e  yea r .  The  ques t 1 on now was how b e s t  t o  s u s t a i n  t h i s  

p rospec t . 

O n  t h e  mon e t a r y  f r ont , t h e  p r ov 1 s i on a l  money f 1 g u r e s  s h owed  

that  M O  was s t i l l  g rowi ng a t  a mod e r a t e  pac e ,  4 . 4 % year  on  

yea r ,  wh i l e t h e  recent  i nt e r ve n t i o n h a d  bee n  r e f l ec t e d  1 n  a 

y e a r  on year  i n c r ease of 1 9% i n  M 3 . O t h e r  meas u r es  o f  b ro a d  

money w e r e  g r owi ng mo r e  s l ow l y  t h a n  t h i s  t hough  t he y  t o o  we r e  

i nf l a ted b y  i n t e r ve n t i o n .  T h e  g ro w t h  o f  c r ed i t  t o  t h e  

p r i va t e  s e c t o r  r ema i ned s t rong . These d e v e l opme n t s ,  t og e t he r 

wi t h  t h e  r ecent  sof t en i ng i n  t h e  e x c h a nge r a t e ,  t a k en w i t h  t h e  

g r owt h o f  ea r n i ng s  a n d  appa r e n t  r e - acce l e r a t i on of pay  

se t t l eme n t s  - t hough  not i mmed i a t e l y  a l a rm i ng - d i d  n o t  po i n t  

t o  t h e  g r adua l f u r t he r  r ed uc t 1 o n  i n  i n f l a t i on ,  wh i c h  wa s t h e  

Gove r nmen t ' s  dec l a r e d  a i m .  W i t h o u t  t h a t  p r o spect  w e  w e r e  

v u l n e r a b l e  to  a se t bac k on  i nf l a t i on wh i c h  co u l d  d i s t u r b t h e  

s t a b l e  e n v i r o nment  neces sa r y  to  o u r  m o r e  e f f e c t i v e  econom i c  

pe r f orma nc e .  Aga i ns t  t h 1 s  bac k g r o u n d  i t  r ema i ne d  nece s s a r y  

to  pe r s i s t i n  a f i rm ove r a l l  po l i cy s t a nc e .  
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A COURT OF DIRECTORS AT THE BANK 

THURS DAY 2 JULY 1 9 8 7  

P r e s e n t  

The R t  H o n  Robe r t  L e i g h - Pemb e r ton , Gove r n o r  

S i r Geo r ge B l un de n ,  Depu t y  Gove r n o r  

T h e  H o n  S i r  John F r a n c i s  Ha r cou r t  Ba r i ng ,  CVO 

S i r G e o r g e  Ad r i a n H a yh u r s t  Cadbu r y  

S i r  Col i n  R o s s  C o r n e s s  

R o d n e y  Desmond G a l p i n ,  Esa  

E dwa r d  A l a n John  George , Esa  

S i r  Robe r t  H a s l am 

S i r  H e c t o r  La i ng 

A n t h o n y  Da v i d  Loe h n i s ,  Esq  

S i r  Da v i d  G e r a l d  Scho l ey ,  CBE  

Da v i d  A l a n W a l k e r , Esa 

Doug l a s A l f r e d  Dawk i ns ,  Esa 

John S t a n ton  F l emmi ng , Esq  

The  M i n u t e s o f  t h e  last  Cou r t , ha v i ng been c t r c u l a ted , we r e  

app r oved . 

T h e r e  be i ng no comme n t s  on t h e  we e k l y  f t g u r e s , t h e  Gove r no r  

i n v i t e d  M r  G e o r g e  t o  speak about  t h e  f o r e i g n  e x ch a n g e s  a n d  t h e  

s t a t e  o f  t h e  dome s t i c  ma r k e t s  i n c l u d i ng t h e  O f f i c i a l  R e s e r ve s  

f i g u r es  f o r  June  w h i ch had  been pu b l i s h e d  t h a t  mo r n i ng .  

U n d e r t h e  wee k l y  e x ec u t i ve r epo r t  a n d  w i t h  r e f e r e nce  t o  a M t n u t e  

o f  1 8  J u n e  a n d  ea r l i e r ,  M r  Dawk i n s  r epo r te d  t h e  r e s u l t  o f  t h e  

r e c e n t  ba l l o t  h e l d  b y  t h e  U n i on on  t h e  R ec l a s s i f i ca t t on p ropos a l s  

f o r  B a n k i ng s t a f f  and  t h e  a c r o s s  t h e  boa r d  i nc r e a s e  f o r  both  

B a n k i ng a n d  Tech n t c a l  & S e r v i ces s t a f f . 60%  o f  t h e  membe r s h i p  

8 0  
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h a d  v o t e d  a n d  a l though  a ma j o r i t y of bot h  B a n k i ng s t a f f  a n d  

Tech n i ca l  & S e r v i ces s t a f f  had voted  i n  f a v o u r o f  t h e  p ropos a l s ,  

t h e  ma r g i ns were  n a r row . The U n i on we r e  t h e r e f o r e  p r e s s i ng t h e  

B a n k  t o  ma k e  f u r t h e r  conces s i o ns : a l t h o u g h  t h e r e  w a s  s t i l l  a 

sma l l  r e s i d u e  of sa v i ngs ava i l ab l e  f o r  d i s t r i b u t i on h e  was n o t  

conf i de n t  t h a t  t h i s  p r o v i ded s u f f i c i e n t  scope f o r  a n  a g r e eme n t . 

R e c l a s s i f i c a t i on 1 ncorpo r a t e d  many r a d i c a l  c h a n g e s  a n d  i f  t h e s e  

w e r e  t o  b e  s ucces s f u l l y  i mp l eme n ted i t  w a s  i mpo r t a n t  t h a t  t h e y  

s h o u l d  b e  accepted t h r ough t h e  p r ocess of negot 1 a t 1 o n  r a t h e r  t h a n  

 

i mposed by  manageme n t . H e  w a s  a n x i o u s  t h e r e f o r e  t h a t  d i sc u s s i o n s  

w i t h  t h e  U n i o n  s ho u l d  con t i n u e . 

I n  t h e  d i scu s s i o n  wh 1 c h f o l l owed t h e  Dep u t y  Gove r no r  s a i d  t h a t  

a l t h o u g h  t h e  r e s u l t  o f  t h e  ba l l ot s u gg e s t ed t h a t  t h e  s t a f f  we r e  

f a i r l y  eaua l l y  d i v i ded over  t h e s e  i s s u e s , ove r a l l  l e s s  t h a n  2 0 %  o f  

t h e  s t a f f  h a d  voted  ag a i n s t  t h e  p r oposa l s .  N e v e r th e l es s  i t  was  

accepted t h a t  Mr  Daw k i ns s ho u l d  con t i nu e  h 1 s d i a l og u e  wi t h  t h e  

U n i on a l t hough  i t  was f e l t  t h a t  t h i s  s ho u l d  n o t  b e  a l l owed  t o  

con t i nu e  i nd ef i n i t e l y . 

At t h e  Gove r no r ' s  i n v i t a t i on : -

1 M r  Loe h n i s  spo k e  about  t h e  Wo r l d  Payme n t s  R epo r t  f o r  J u n e  

w h i ch r e v i ewed i n t e r n a t i o n a l  t r ade  a n d  payme n t s  ba l a n ce s , 

i n t e r e s t  r a t e s  a n d  e x c h a n g e  r a t e s  t og e t h e r ,  a n d  p r e s e n t e d  t h e  

2 

oppo r t u n i t y t o  s ee them  " i n  t h e  r o u n d " . I n  pa r t i c u l a r  h e  

i de n t i f i ed t wo ma i n  theme s ,  t h e  i n t e r ve n t 1 o n  r o l e  o f  c e n t r a l  

b a n k s  a n d  t h e  c o r r e c t i on o f  c u r r e n t  a c c o u n t  i m ba l a n c e s . 

T h e  k e y  aues t i on  rema i ned wh e t h e r  t h e  u n de r l y i ng co r r ec t i ve 

t r e n d s  a t  wo r k  i n  t h e  US a n d  Japa n e s e  economy w e r e  s u f f i c i e n t  

t o  s t a r t  r e d u c i ng t h e  U S  c u r r e n t  accou n t  d e f i c i t w1 t h  t h e  

c u r r e n t  pa t t e r n  o f  e x c h a n g e  r a t e s  o r  w h e t h e r  t h e  US d o l l a r  

wou l d  have  t o  dep r e c 1 a t e  f u r t h e r  w 1 t h  t h e  i ne v i t a b l e  r 1 s k  of 

h i g h e r  i n t e r e s t  r a t e s . A b r i ef d i sc u s s i on f o l l owe d . 

M r  Wa l k e r  i nt roduced a pape r wh i c h d i s c u s s e d  t h e  i mpact  o f  B i g  

B a n g  o n  t h e  e au i ty ma r k e t  a n d  i n  pa r t i c u l a r  t h e  hypo t h e s i s  

t h a t  B 1 g  Bang  had  i n c reased  t h e  vo l a t i l i ty of s h a r e  p r i c es . 

I t  h a d  n o t  been pos s i b l e  to say  p r ec i se l y  w h a t  was  
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a t t r 1 bu t a b l e  t o  B i g  Bang b u t  ce r t a i n  f a c t o r s  we r e  

i de n t i f i a b l e .  I n  pa r t i c u l a r  h e  d r ew a t te n t i on t o  t h e  

i n c r ea s e d  n umbe r of ma r k e t  ma k e r s , t h e  i mp r oved  u p  t o  d a t e  

p r i c e  i nf o rma t i on now ava i l a b l e  a n d  t h e  f a c t  t h a t  t h e r e  h a d  

been a s u b s t a n t i a l  fa l l  i n  t r a n s ac t i o n  cos t s  a t t r i bu t a b l e  t o  a 

f a l l  i n  comm1 s s i on r a tes  and  t h e  r ed u c t i on i n  s t amp d u t y .  

A l t hough  i t  had  not  been pos s i b l e  t o  t e s t  f u l l y  t h e  hypo t h es i s  

t h at B i g  Bang  had  i nc reased t h e  vo l a t i l i t y o f  s h a r e  p r 1 ce s , a 

s i mp l e  compa r i son of t h e  vo l a t i l 1 ty of t h e  p r i ce s  o f  sampl e s  

of e qu i t i e s ,  p r e  and  post B i g  Bang  h a d  n o t  s u g g e s t e d  a g e n e r a l  

i n c r ea s e  i n  s h a r e  p r i ce v o l a t i l 1 ty post B 1 g  Ba n g .  

I n  t h e  b r i e f di scuss i on w h i ch e n s u e d  i t  was  s u g g e s t e d  t h a t  t h e  

comb i n a t i o n  o f  a n  i nc r ease i n  t h e  numbe r o f  ma r k e t  ma k e r s  w 1 t h  

be t te r  access  t o  p r i ce and  o t h e r  i n f o rma t i on h a d  poss i b l y  l ed 

t o  a g r ea t e r  deg r ee of ve r y  s h o r t - t e rm vo l a t i l i t y o f  s h a r e  

p r i ce s ;  t h i s  m i g h t  not necessa r i l y  b e  a h e a l t h y  t r e n d . 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 9 JULY 1 9 8 7  

P r e s e n t  

The  R t  H o n  Robe r t  L e i g h - Pembe r ton , Gove r no r  

S i r  G e o r g e  B l u n de n ,  Dep u t y  Gov e r n o r  

D r  Dav i d  Va l e n t i ne A t t e r ton , CBE  

T h e  Hon S i r  Joh n F r a nc i s  H a r co u r t  Ba r i ng ,  CVO 

S i r  George  A d r i a n  Hayh u r s t  Cadb u r y  

Rodney Desmond Ga l p i n ,  Esq  

E dwa r d  A l an John  Geo r g e ,  Esa  

S i r  Hector  L a i ng  

Gav 1 n  Ha r r y L a i r d ,  Esq  

Da v i d  A l an Wa l k e r , Esa  

De r y k  Vand e r  Weye r , Esa , CBE  

W i l l i am Peter  Coo k e , Esq  

Doug l a s  A l f r e d  Dawk i n s ,  E s a  

John  S t a n t on F l emm i n g ,  Esq  

T h e  M i n u t e s  of t h e  last  Co u r t , h a v i n g  been c 1 r cu l a t e d , we r e  

app r o v e d . 

T h e r e  be i ng no commen t s  on t h e  we e k l y  f i gu r e s , t h e  Gove r n o r  

i n v i t ed M r  G e o r g e  t o  speak about  t h e  f o r e i g n  e x c h a n g e s  a n d  t h e  

s t a t e  o f  t h e  domest i c  ma r k e t s .  

U n d e r  t h e  wee k l y  e x ec u t i ve repo r t : 

8 3  

 M r  G a l p i n r e f e r red  t o  t h e  r ec e n t  p r es s  a n no u nceme n t  about  t h e  

p roposed s a l e  b y  M i d l a nd B a n k  of t h e i r s u bs i d i a r i e s ,  t h e  

C l ydes d a l e  B a n k  a n d  the  N o r t h e r n  B a n k s  i n  U l s t e r  a n d  t h e  I r i s h  
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Repu b l i c ,  to N a t i onal  A u s t r a l i a  Ba n k . Th i s  s a l e  toge t h e r  

w i t h  a r i g h t s  i s sue o f  £ 7 0 0  m n  wo u l d  e n a b l e  t h e  M i d l a nd  B a n k  

to  i nc r ease  i t s  p r o v i s i o n aga i ns t  doubt f u l  d e b t s  b y  some 

£ 9 0 0  mn to  the s o r t  of l e vel  s e t  by o t h e r  ban k s  r e c e n t l y .  

The  B a n k  o f  E n g l a nd had  no o b j ec t i o n  i n  p r i nc i p l e  t o  t h e  s a l e  

b u t  i t  wo u l d  s t i l l  b e  s u b j ect  t o  a g r e eme n t  b y  t h e  app r op r i a t e  

8 4  

r e g u l a t o r y  a n d  gove r nme n t a l  bod i e s . H e  s a i d  t h a t  h e  h a d  b e e n  

i mp re s sed d u r i ng recent  d i scus s i on w i t h t h e  N a t i on a l A u s t r a l i a  

B a n k  a n d  was conf i dent  t h a t  t h ey wou l d  be a good pa r e n t  t o  

t hose ba n k s .  

2 M r  Dawk i ns men t i oned  t h a t  M r  B T Wa t t s ,  t h e  M a n a g i ng D i r e c t o r  

a n d  Cat e r i ng S e r v i ces M a n a g e r  o f  BE  s e r v i ce s  h a d  been  

nom i nated  I nd u s t r i a l  Ca t e r e r  of t h e  Y e a r .  

A t  t h e  Gove r no r ' s  i n v i t a t i on : -

1 W i t h  r e f e r e n c e  to a M i n u t e  o f  t h e  p r e v i ous  wee k , and  e a r l i e r ,  

M r  Dawk i n s  i n f o rmed Cou r t  t h a t  negot i a t i on s  w i t h  BESO o n  

Rec l a s s i f i ca t i on had  been succes s f u l l y  con c l uded  t h e  p r e v i o u s  

wee k . 

H e  t h e n  went on to expl a 1 n  t h e  propos a l s  a n d  t r a n s 1 t i on a l  

a r r a ngeme n t s  f o r  ex i s t i ng Sen i o r  Of f i c i a l s ,  t h e  appo i n tme n t  o f  

some new S e n i o r  Of f i c i a l s , and  t h e  appo i n tme n t  o f  a n  A s s i s t a n t  

D i r e c to r ,  det a i l s o f  wh i ch w e r e  con t a i ned  i n  a M i n u t e  o f  t h e  

Comm i t t e e  o f  T r eas u r y .  

I t  was a g reed t h a t  conseque n t  upon R ec l as s 1 f i ca t i on ,  a nd w 1 t h  

e f f e c t  f r om 1 J u l y  1 9 8 7 : -

( a )  t h e  e x i s t i ng s t r u c t u r e  f o r  S e n i o r  O f f i c i a l s  wh i c h p ro v i des  

t h r ee sca l e s/ f i xed poi nts  be r ep l aced  by f i ve f i x e d  poi n t s , 

a t t r ac t i ng t h e  f o l l owi ng s a l a r i es : -

A lpha  £ 6 5 , 0 0 0  

B e t a  

Gamma 

De l t a  

Eps i l on  

£ 6 0 , 0 0 0  

£ 5 5 , 0 0 0  

£ 5 1 , 0 0 0  

£ 4 7 , 0 0 0  
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(b) the followtng transitional arrangements to apply:-

Cc) 

Ci) Senior Officials on scale 12/Polnt A to Alpha:­
(ii) Senior Officials on Scale llb/Point B to Beta:­
Ciii) Senior Officials on scale !la/Point c to Gamma:-

the following be appointed Senior Officials:-

( l) 

L G Lloyd Auditor 
Scale 9 

c i i) 

p J War land Head of Information Division 
Scale 9 

Ciiil :-

W A Allen 
Scale 9 

Scale 9 

Scale 9 

T R Smeeton 
Scale 9 

A R Threadgold 
Scale 9 

J C Townend 
Scale 8 

Head of Money Market Operations Divis1on 

Deputy Head of Banking Supervision 

Offtctals' Development Adviser 

Chtef Manager, Foreign Exchange Diviston 

Head of Financial Supervision: General 
Dtvision 

Head of Wholesale Markets Supervtsion 
Di v1 si on 



86 

It was further agreed that:-

Cal the follow1ng be appointed Sen1or Officials, with effect 
from the dates specified:-

(i) ·-
p A Bull 
Adviser, Domestic 
Statistics 
Scale 9 

( i i) 

M D K W Foot 
on h1s return 
from secondment 
to the IMF 1n 
Washington 
Scale 9 

D A Sharp 
Manager, Personnel 
Division 
Scale 9 

M T R Sm1th 
Adviser, 
Industrial Finance 
Division 
Scale 9 

to succeed G K Willetts as Head of 
Financial Statistics Division with 
effect from 21 September 

to succeed A R Threaogold in November 
1987, as Head of Financial Supervis1on: 
General Divis1on 

to succeed R J woodley as Head of that 
Division with effect from 1 September 
1987 

to succeed R H Lomax as Head of that 
Dtvision at a date to be agreed. 

(b) with effect from 1 July 1987 GM Gill, Head of Foreign 
Exchange Division, who was appointed to Point A on 1 March 
1987, be appointed an Assistant Director. 

Mr Dawkins spoke of the credit which was due to 
Messes Harris, Woodley and Piper and the rest of their 

team for the successful conclusion of 
Reclassificatton, which had been a long and 
complicated exercise. The Governor added the name of 

Mr Dawkins in expressing to those tnvolved his thanks 
and the appreciation of court for the achievement of 
sucn a satisfactory outcome. 

2 Wtth reference to a Minute of 14 May, and earlier, 
Mr Galpin 1nformed Court that new var1ants of the ElO 
and ES notes 1n the current series, which incorporated 
certain features destgned to make the task of the 
counterfeiter more difftcult, would be issued on 



1 6  J u l y . H e  expl a i ned t h a t  cop i e s  o f  a m i n 1  pos t e r ,  

h i g h l 1 g h t i ng the  changes  i n  t h e  des i g n  o f  t h e  n o t e s  

wou l d  b e  d i s t r i bu t ed to  Bank s ,  Bu i l d i ng S oc i e t 1 e s a n d  

t h e  P o s t  O f f i c e  f o r  d i s p l a y  f o r  some 4 t o  6 wee k s  f r om 

1 6  Ju l y .  

3 M r  P r i ce ,  i n  t h e  absence  of M r  Loeh n i s ,  p r e s e n t e d  t h e  

I n t e r n a t i on a l  Econom i c  Deve l opme n t s  pape r f o r  J u n e .  
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A COURT OF D I RECTORS AT THE BAN K 

THURS DAY 1 6  JULY 1 9 8 7  

P r e s e n t  

The  R t  H o n  Robe r t  L e i g h- Pembe r t on , Gove r n o r  

S i r George  B l unden , Depu t y  Gove r n o r  

D r  Dav 1 d  Va l e n t i ne A t t e r ton , CBE 

The  Hon  S i r  Joh n F r a n c i s  H a r c o u r t  Ba r i ng ,  CVO 

F r ede r i c k  B r i a n Co r by , Esq  

S i r  Col i n  Ross  Corness  

R odney  Desmond G a l p i n ,  Esq  

E dwa r d  A l a n  John  G e o r g e , Esq  

S i r  Ma r t i n  Wak e f i e l d  Ja comb 

S i r  Da v 1 d  G e r a l d  S c h o l ey , CBE 

S i r  L e s l i e  C l a re nce Young , CBE 

Wi l l i am Pe t e r  Coo k e ,  E s o  

Doug l a s  A l f red  Dawk i n s ,  E s o  

John  S t a n t o n  F l emm i ng , E s o  

T h e  M i n u t e s  of the  l as t  Co u r t ,  h a v i ng been c i r c u l a t e d , we r e  

app roved . 

T h e r e  be i ng no comments  on t h e  we e k l y  f i g u r e s , t h e  Gove r n o r  

i n v i t ed M r  G e o r g e  to  spe a k  about t h e  f o r e i gn e x ch a n g e s  a n d  t h e  

s t a t e  o f  t h e  dome s t 1 c  ma r k e t s . 

U n d e r  t h e  wee k l y  e x ec u t 1 ve repo r t : -

8 8  

 M r  G e o r g e  spok e  about the  S t o c k  E xc h a n g e  s e t t l ement  p robl ems , 

w h i c h  h a d  a r i se n  because bac k o f f i ce s  we r e  u n a b l e  to cope wi t h  

t h e  pape r wo r k  g e n e r a t e d  b y  t he i nc r ea sed v o l ume o f  bus i n e s s  

be i ng t r a nsac ted  s i nc e  B i g  Bang . T h e  p r o b l em was i nc r e a s i ng  
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w i t h  each  account i ng pe r i od a n d  i t  was i mpo r t a n t  t h a t  s t eps 

s h o u l d  be t a k e n  to  con t r o l  1 t .  The  B a n k  h a d  been p r e s s i ng 

t h e  S t oc k  E xchange  to t a k e  a c t 1 o n , a s  i t  was e s s e n t i a l l y  t h e i r 

p r ob l em ,  a l t hough i t  af f ected  too t h e  S t o c k  E x c h a n g e  money 

b r o k e r s ,  f o r  whom t h e  Bank  has  supe r v i so r y  r e spon s i b i l i t y  

bec a u s e  o f  t he i r  r o l e  i n  t h e  g i l t s  ma r k e t . F o l l ow i ng  rece n t  

d i scu s s i ons , t h e  Stock  E xc h a n g e  wou l d  b e  a n n o u n c i ng co r r e c t i ve 

me a s u r e s  t h i s  wee kend : s i m u l t a n e ou s l y  t h e  B a n k  wou l d  a n no u n c e  

s teps t o  be t a k e n  b y  t h e  S t o c k  E x c h a n g e  money b r o k e r s ,  

i n c l u d i ng a r equ i r ement  t h a t  t h ey s h o u l d  i n  f u t u re ma r k  t o  

ma r k e t  on a da 1 l y bas i s  and  t a k e  a 5 %  ma r g i n .  

2 I n  comme n t 1 ng on t h e  d 1 f f e r e nces between t h e  c ap i t a l  a d e q u a c y  

r e qu i r em e n t s  of S I B  and  t h e  B a n k  f o r  secu r i t i es bus i ne s s , 

M r  G e o r g e  e x p l a i ned t h a t  whe r eas t h e  S I B ' s  r e qu i r em e n t s  n ee d e d  

to  cover  commi s s i on-ea r n 1 ng b r o k i ng bus1 n e s s e s , t h e  B a n k  we r e  

e s s e n t i a l l y  concer ned pa r t i c u l a r l y w i t h  pos 1 t i on - t a k i ng ma r k e t  

ma k e r s . Howeve r , as many f i rms t r aded  i n  bo t h  a r ea s , i t  h a d  

b e e n  hoped t h a t  a common set  o f  r e q u 1 r em e n t s  cou l d  b e  

a g reed . The  B a n k  had  a l so hoped t h a t  t h e  r equ i r em e n t s  wou l d  

b e  c l ose  t o  t h o s e  o f  t h e  SEC 1 n  N e w  Y o r k ,  t o  f a c i l i t a t e  t h e  

conve r g e n c e  e x e r c i s e  w 1 t h  t h e  U S  secu r i t i es r e g u l at o r s .  

D i s c u s s i ons wi t h  S I B  had  f a i l ed t o  f i nd a common s o l u t i o n 

accept a b l e  to bo t h  s i des . N e ve r t he l es s , t h e  ave r a g e  l e v e l  of 

capi t a l  requ i r ed u nd e r  the two r eg i mes  wou l d  be r o u g h l y  t h e  

same - i t  was t h e  s t r u c t u r e  o f  t h e  r equ i reme n t s  t h a t  

d i f f e r e d . 

3 M r  G a l p i n  t h e n  comme n t e d  on the  announcement  made t h e  p r e v i ous  

day  that  the  Bank  had  r ea c h ed ag r e ement  w i t h  t h e  SIB  a b o u t  t h e  

supe r v i s i o n  of t hose  f 1 na n c 1 a l  i n s t 1 t u t i on s  engaged  i n  bo t h  

ban k i ng and  secu r i t i es bus i n e s s ,  once t h e  F i n a nc i a l  s e r v i ce s  

A c t  came i n t o  f o r c e . Th i s  h a d  been  nec e s s a r y  b e c a u s e  t h e r e  

was a c l ea r  o ve r l ap between t h e  Ban k o f  E n g l a n d ' s  f u nc t i on a s  

s upe r v i so r  of ban k 1 ng a c t i v i t i es a n d  t ho s e  of t h e  S I B  i n  

r espect of 1 n ve s tment  bus 1 ne s s . T h e  a g reement  p ro v i ded  f o r  

t h e  B a n k  to  a c t  a s  l ea d  mon i to r  o f  t h e  s ec u r i t 1 es bu s i n e s s  by 

b a n k s  who d i d  not h a n d l e  s uc h  a c t 1 v i t i es t h r o u g h  

s u bs 1 d 1 a r i es : i n  t h e  l a t t e r  c a s e  r eg u l a t i on wou l d  b e  

u n d e r t a k e n  d i r e c t l y  b y  t h e  S I B  ( o r  r e l ev a n t  SRO ) . To sa t i s f y  
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t h e  s t a t u t o r y  d u t y  i mposed o n  t h e  S I B  b y  t h e  F 1 na nc i a l  

S e r v i ce s  Act , the  S I B  wou l d  r e qu i r e  r eg u l a r  r epo r t s ,  o r  h ea l t h  

c e r t i f i c a t e s , f rom t h e  Ban k . These  repo r t s  wou l d  n o t  con t a i n  

o t h e r  deta i l s ,  o t h e r  t h a n  i n  s umma r y  f o rm , o f  a n  i n s t i t u t i o n ' s  

ba n k i ng b u s i ness  but  wo u l d  con f i rm t h a t  t a k i ng b o t h  

s upe r v i so r s ' r e q u i r em e n t s  toge t h e r  t h e  B a n k ' s  c ap i t a l  a d e q u a c y  

t e s t s  had  b e e n  met . I f  p r o b l ems a r ose  wi t h  pa r t i c u l a r  

i n s t i t u t i on s ,  t h e  B a n k  and  t h e  S I B  wou l d  con s i de r  t h em j o 1 n t l y  

b u t  ot h e r  t h a n  1 n  e x cept 1 o n a l  c i r c u m s t a n c e s  i t  wou l d  be l e f t  

t o  t h e  B a n k  t o  i n s t i g a t e  f u r t h e r  e n qu i r 1 es .  

I t  was hoped t h a t  t h 1 s  wou l d  p r o v i de  t h e  bas i s  o f  a wo r k a b l e  

s y s t em a ccept a b l e  t o  a l l  and  t h a t  i t  wo u l d  b e  r e c og n i se d  t h a t  

bot h  s e t s  o f  regu l a t o r s  accepted t h a t , i n  capi t a l  adequacy  

t e rms , capi t a l  was i nd i v i s i b l e .  The  a g r e eme n t  w 1 t h  t h e  S I B  

wou l d  p r ov i de a pa r a d 1 g m  f o r  a g r eeme n t s  wi t h  o t h e r  S RO s . 

A t  t h e  Gove r n o r ' s  i n v i t a t i o n : -

1 T h e  Depu t y  Gove r no r ,  i n  h i s  capac 1 ty a s  C h a i rman  of t h e  

Compa n y ,  comme n t e d  on  t h e  A n n u a l  Repo r t  a n d  Acco u n t s  o f  

S l a t e r , Wa l k e r  L t d ,  a who l l y -owned s u bs 1 d i a r y of t h e  B an k , f o r  

t h e  y e a r  e n ded 2 8  Feb r u a r y  1 9 8 7 . H e  w e n t  on t o  r e f e r  t o  a 

M i n u t e  of 1 1  J u ne r e l a t i ng t o  t he d 1 spu t e  w1 t h  B r 1 t a n n i a  A r row  

w h i c h  was now  t h e  s u b j e c t  of legal  a c t i o n :  once  t h i s  was  

r e s o l v e d  a dec i s i on wou l d  have  t o  be t a k e n  on  t h e  f u t u r e  of 

the compa n y .  T h e  Repo r t  a n d  Accou n t s  w e r e  l a i d  be f o r e  Co u r t . 

2 M r  F l emmi ng  p re s e n t e d  t h e  B a n k ' s  S umme r F o r ec a s t  cov e r 1 ng t h e  

pe r i od u p  t o  1 9 8 9 .  

F i n a l l y ,  t h e  Gove r n o r  expl a i ned t h a t  bo t h  h e  and  t h e  D ep u t y  

Gove r n o r  wou l d  b e  absent  f r om Cou r t  t h e  f o l l ow1 ng  wee k . As t h e r e  

was  a t  p r e s e n t  n o  u r g e n t  bu s i ness  r e qu i r i ng t h e  a t t e n t i on o f  C o u r t  

t h a t  we e k ,  h e  p roposed , and  i t  was ag r e e d ,  t h a t  a M e e t i ng o f  

D i r e c t o r s , i nvo l v i ng o n l y  t he Exec u t i ve D i r e c t o r s ,  shou l d  b e  he l d .  
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A MEETING OF DI RECTORS AT THE BANK 

THURS DAY 23 JULY 1 9 8 7  

P r e s e n t  

T h e  H o n  S i r  J o h n  F r a n c i s  Ha rcou r t  B a r i ng ,  C VO 

Rodney Desmond G a l p 1 n ,  Esq 

E dwa r d  A l a n John Geo r g e ,  Esq  

W i l l i am Pe t e r  Coo k e ,  Esq  

Doug l a s A l f r ed Dawk i n s ,  Esq  

In  t h e  absence  of t h e  Gove r n o r  and t h e  D ep u t y  Gove r no r ,  Mr  Geo r g e  

was c h o s e n  C h a i rman pu r s ua n t  t o  t he p r o v i s i ons  o f  C l au s e  6 ( 2 )  o f  

t h e  C h a r t e r  of 1 M a r c h  1 9 4 6 .  

The  numbe r of D i r e c t o r s  assemb l ed be i ng i ns u f f i c i en t  t o  f o r m  a 

Cou r t , t h ose p r esent  p r oceeded to t h e  bus i ne s s , s u b j e c t  t o  

r a t i f i c a t i o n  by t h e  n e x t  Cou r t .  

The  M i n u t e s  o f  t he l a s t  Cou r t ,  h a v 1 ng  been c 1 r c u l a t e d , we r e  

app r o ve d .  

9 1  

T h e r e  be i ng n o  comments  o n  t h e  wee k l y  f i g u r e s ,  M r  G e o r g e  spoke  

a bo u t  t h e  f o r e i gn excha nges and t h e  s t a t e  o f  t he d omes t i c  ma r k e t s .  

U n d e r  t h e  wee k l y  exec u t i ve r epo r t  M r  G e o r g e  men t i oned  t h a t  l a t e r  

t ha t  day t h e  B a n k  wou l d  be pub l i s h i ng a G r e y  Paper  o n  Who l e s a l e  

Ma r k e t s  reg u l a t i on :  i t  wou l d  i nc l u d e  d e t a i l s  o f  t h e  B a n k ' s  

c ap i t a l  adequacy r e q u i r eme n t s  and  a code of c o n d u c t  f o r  l i s t ed 

ma r k e t  ma k e r s . H e  went on to say t h a t  a s epa r a t e  a n no u ncement  

wou l d  a l so be made  about  r e l a t e d  a d j u s tmen t s  t o  t he c ap i t a l  

adequacy  r e q u i r eme n t s  f o r  t h e  D i s c o u n t  H o u s e s , G i l t - Edged  ma r k e t  

ma k e r s ,  a n d  s t ock  Exchange money b r o k e r s . 
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A COURT OF DI RECTORS AT THE  BANK 

THURS DAY 3 0  JULY 1 9 8 7  

P r es e n t  

The  R t  H o n  Robe r t  L e 1 g h -Pembe r t on ,  Gove r no r  

S i r  H e c t o r  L a i ng 

F r e d e r i c k  B r i a n  C o r by , E s q  

Rodney De smo n d  G a l p i n ,  Esq  

S i r  Robe r t  Has l am 

S i r  Ma r t i n  Wa k e f i e l d  Jacomb 

S i r  Dav i d  G e r a l d  Scho ley , CBE 

Da v i d  A l a n  Wa l k e r ,  Esq 

D e r y k  Va n d e r  Weye r ,  E s a ,  CBE 

Wi l l i am P e t e r  Coo k e , Esq  

Doug l a s  A l f r e d  oaw k 1 n s ,  Esa  

A n t hony L a u r i e  C o l e by , E sq 

The  M i n u t e s  of t h e  Cou r t  of 1 6  J u l y  w e r e  con f i rmed , a n d  t ho s e  o f  

t he Mee t i ng  o f  2 3  J u l y  were  app rove d .  

9 2  

T h e r e  be i ng n o  comme n t s  o n  t h e  wee k l y  f i g u r e s ,  t h e  Gove r n o r  

i n v i t e d  M r  C o l e by , i n  t he absence o f  M r  Geo r g e ,  t o  spe a k  a b o u t  t h e  

f o r e i g n  e x cha nges  a n d  t h e  s t a t e  o f  t h e  dome s t i c  ma r k e t s . 

U nd e r  t he wee k l y  exec ut i ve repo r t : -

1 M r  G a l p i n e x p l a i ned t h a t  i n  1 9 7 5  a l l  mu t i l a t e d  n o t e  wo r k  h a d  

b e e n  t r a n s f e r r e a  to t h e  N ewca s t l e  B r a n c h  w h e r e  4 1  s t a f f  we r e  

e ng a g ed f u l l  t i me o n  i t .  The  vo l ume o f  wo r k  h a d  s i nc e  f a l l e n  
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d r amat i ca l l y ,  pa r t l y a s  a r e s u l t  o f  t h e  i n t roduc t i o n  o f  t h e  £ 1  

c o i n ,  a nd a l t hough  o n l y  1 3  s t a f f  r ema 1 ne d  t h e r e  was  now 

i ns uf f i c 1 e nt  wo r k  for t hem . A s  a r e s u l t  i t  was p r oposed  t h a t  

t hose who we r e  a b l e  wou l d  b e  i n t e g r a t e d  w i t h  t h e  B a n k i ng S t a f f  

on  o t h e r  b r anch  wor k ;  those  u n s u i t a b l e  f o r  s u c h  wo r k  wo u l d  be 

o f f e r ed the opt i on of e i t h e r  a n  e a r l y  p e n s i on or con t i n u e d  

emp l oyme n t  h a nd l i ng mut i l a t e d  notes  on  a pa r t - t ime  ba s i s .  

2 M r  Wa l k e r  d r ew a t t e n t i on t o  t h e  l e g a l  p roceed 1 ng s ,  i ns t i g a t e d  

i n  t h e  U S A  b y  M r  S h am j 1 ' s  f am i l y ,  a g a i n s t  JMB a n d  i n  wh i ch t he 

B a n k  o f  E n g l and  had subseau e n t l y  been j o i n e d . A f t e r  a 

p r o t r a c t e d  l e g a l  p rocess t h e  Judg e ,  a t  a he a r i ng t h e  p r e v i o u s  

wee k , had  d i smi ssed  t h a t  pa r t  of t h e  c l a i m  ag a i n s t  t h e  B a n k . 

A l t hough  t h e  c l a i m  rema 1 ne d  ag a i ns t  JMB , M r  Wa l k e r  s a 1 d  t h a t  

t h e r e  w a s  a good pos s i b i l i ty t h a t  t h a t  t o o  wo u l d  b e  d i sm i s s e d  

i n  d u e  cou r se . 

3 The Gove r n o r  i n f o rmed Cou r t  t h a t  e a r l i e r  t h a t  mont h  Comm 1 t t e e  

o f  T re a s u r y  h a d  c o n s i d e r e d  a r e a u e s t  f r om M r  P e t e r  T ho r nt o n ,  

t h e  C u r a t o r  o f  t h e  S i r John  Soane Museum , t h a t  t h e  B a n k  m i g h t  

c o n t r i bu t e  towa r d s  t h e  cost  o f  r e s t o r 1 ng  t h e  P i c t u r e  R o om a t  

t h e  Museum . I n  v i ew o f  the  connec t 1 o n w i t h  t h e  B an k , t h e  

Comm i t tee had  ag r eed t h a t  a c o n t r i bu t i on o f  £ 1 5 , 0 0 0  wo u l d  b e  

app rop r i at e : M r  Tho r n t o n  had  a s k e d  t h a t  h i s  t h a n k s  a n d  t ho s e  

of t h e  T r u s t ees  of t h e  M u s e um b e  conveyed t o  Co u r t . 

A t  t h e  Gove r no r ' s  i nv i t a t i o n : -

1 M r  Tay l o r  a t t e nded  Cou r t , i n  t h e  absence  of M r  Loeh n i s ,  a n d  

spo k e  a b o u t  t h e  ove r s e a s  T r a d e  F i g u r e s  f o r  M a y  w h i c h  h a d  b e e n  

r e l e a s e d  on  2 2  Ju l y .  

2 I n  t h e  absence  of M r  F l emmi ng , M r  Tay l o r  t h e n  spoke  a bo u t  t h e  

E c onom i c  R epo r t  f o r  J u l y .  I n  i nt r o d u c i ng  a paper  o n  Wag e  

Dev e l opme n t s  wh i c h  d i sc u s s e d  r ec e n t  wage s e t t l em e n t s  i n  

va r i ous  emp l oyme nt sect o r s ,  M r  T a y l o r  po i n t e d  o u t  t h a t , 

ove r a l l , wage se t t l em e n t s  we r e  c u r r e n t l y  a b o u t  1 %  l owe r t h a n  

i n  t h e  p r e v i ou s  yea r ,  a l t hough  i n  t h e  p a s t  t w o  m o n t h s  t h e r e  

w a s  e v i d e n c e  t h a t  they  w e r e  c r ee p i ng  u p  ag a i n ,  b u t  o n l y  b y  

about  1 / 2 % . A l t hough  t he pos i t i o n  o v e r a l l  was  q u i t e  

e nc o u r a g i ng ,  t h e r e  wa s now t e n t a t i ve e v i d e n c e  o f  se t t l eme n t s  

r e spond i ng to  t h e  t i g h t e r  l abou r m a r k e t . 
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3 Mr Coleby introduced the regular monthly discussion of 

monetary poltcy. Judgment of the domestic suitabtlity of 

monetary condittons rested on the actual and prospective 

balance between demand and supply 1n the economy. Fears 1n 

the latter part of l98b that the economy was overheating, 

leading to a balance of payments deficit and a resurgence of 
tnflation, had proved to be unfounded, partly because there 

followed a pause in the growth of consumption, and partly 

because the economy's supply response had been better than in 

earller periods. The May trade ftgures put 1n auestion the 
permanence of a sattsfactory balance, and the June retatl 

sales ftgures suggested a strong revival of consumptton. As 

94 

regards the money and banking ftgures, neither narrow (MO) nor 

broad aggregates (MJ, M4 or MS} gave any clear picture of 

recent change. Broad money had been tnflated by underfunding 

durtng the period of exchange market interventton before the 

EJection, but there was overfunding in June so that growth w5s 

not unacceptably large. It was however held up by the pace 

of 1ncrease 1n bank lendtng, with a parttcularly masstve 

growth in cred1t to the personal sector. The greater part of 

that was for house purchase, but much of tt would inevitably 

feed through to spendtng in other areas. 

The warning signals given by the latest trade and banking 
figures might prove to be isolated events. If they were 

repeated, 1t would indicate a need on domestic grounds for a 
ttghtening of policy. That might posstbly create a conflict 

with external objecttves, because 1t could lead to 

appreciat1on of the exchange rate; a rate hlgher than DM3 

would probably have an adverse effect on tndustrtal 

con fl dence. There were no s1gns of an imminent resurgence of 

exchange 1nflows, and a conflict might not artse even if 

1nterest rates were ratsed. Giving pr1macy to the control of 

1nflation mtght however mean that the rtsk of brtnging about a 

htgher exchange rate might have to be taken. 
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A COURT OF DI RECTORS AT THE BAN K 

THURSDAY 6 AUGUST 1 9 8 7  

P r e se n t  

T h e  R t  H o n  Robe r t  L e i g h - Pembe r t o n ,  Gove r n o r  

S i r H e c t o r  L a i ng  

D r  Dav i d  Va l e n t i ne A t t e r t on ,  CBE 

The  Hon  S i r  Joh n F r a n c i s  H a r cou r t  Ba r i ng ,  CVO 

F r ed e r i c k B r i a n Co r by , Esq 

S i r  Co l i n  Ross  C o r ness  

Rodney Desmond G a lp i n ,  Esq 

S i r  Robe r t  H a s l am 

S i r  Ma r t i n  W a k e f i e l d  Ja comb 

A n thony  Da v 1 d  Loe h n 1 s ,  Esa  

S i r  Dav i d  G e r a l d  Scho l ey , CBE  

Dav i d  A l an Wa l k e r , Esa 

De r y k  Va n d e r  Weye r ,  E s a ,  CBE 

S i r  Les l i e  C l a re nce Y o u ng , CBE  

Doug l a s  A l f r e d  Dawk 1 ns ,  Esq 

A n t h o n y  L a u r i e  Co l e by , Esq 

T h e  M i n u t e s  of the l a s t  Cou r t ,  ha v i ng been c i r c u l a t e d , we r e  

app r oved . 

 

T h e r e  b e i ng n o  commen t s  o n  t h e  wee k l y  f 1 g u r e s ,  t h e  Gove r n o r  

i n v 1 t e d  M r  C o l e by , i n  t h e  absence o f  M r  G e o r g e ,  t o  spe a k  a b o u t  t he 

f o r e i g n  e x c ha n g e s  and t he s t a t e  of t he domes t i c  ma r k e t s ,  i nc l ud i ng 
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t h e  O f f i c i a l  R e s e r v e s  f i g u r e s  f o r  J u l y  wh i c h  h a d  been  pu b l i s h e d  

t h e  p r e v i ous  Tuesday . I n  doi ng  so  M r  Co l eby  conc l u ded  by s a y 1 ng  

that  the  Bank  were  i nc r easi ng the  rate  a t  wh 1 c h  they i nv i t e d  b i l l s  

t o  be o f f e r e d  t o  t hem by t h e  ma r k e t  by 1 %  wi t h  i mmed i a t e  e f f e c t . 

Th i s  r e f l ec t ed t h e  cons i d e r a t i o ns  h e  had  desc r i be d  a t  Cou r t  t h e  

p r e v i ous  week  i n  t h e  d 1 s c u s s i o n  on  mone t a ry cond i t i o n s . 

U n d e r  t h e  wee k l y  e x ec u t 1 ve r epo r t : -

1 M r  G a l p i n  me n t i oned t ha t  a l e t t e r  h a d  been  s e n t  t he p r e v i o u s  

day t o  1 2 0 U n i t e d  K i ng dom i ncorpo r a t e d  i n s t i t u t 1 on s  a u t ho r 1 s e d  

u nd e r  t he B a n k i ng Act  conce r n i ng p r ov i s i on s  a ga i n s t  l o a n s  t o  

t ro u b l e d  debt o r  c o u n t r i e s . E n c l osed wi t h  t h e  l e t t e r  was  a 

mat r 1 x  t o  e n a b l e  t he i n s t i t u t i ons  concer ned t o  r e c o n s i de r  t h e  

adequacy o f  t he i r  p rovi s 1 ons . A s  a ba c k g r o u n d  t o  t h i s  

i n i t i a t i ve M r  G a l p i n  summa r i sed  t h e  h i s t o r y  o f  d i sc u s s i on s  

t ha t  h a d  t a k e n  p l ace w i t h  ban k s ,  t h e  T r e a s u r y  a n d  t h e  I n l a n d  

R e v e n ue over  t he ques t i on  o f  p r ov i s i on i ng ag a i n s t  s o ve r e 1 g n  

debt  a n d  t h e  r e s u l t i ng s t eps t h a t  h a d  bee n  t a k e n . A r i s i ng 

f r om t he p r o b l ems of M e x i c o  a nd B r a z i l ,  a n d  f 1 n d 1 n g s  of t h e  

C o o k e  Comm i t t e e  o n  va r i ous  count r 1 e s ' expos u r e s  i n  r e l a t i on t o  

capi t a l ,  1 t  h ad been d e c i ded i n  Apr i l  t h i s  yea r ,  w i t h  t h e  

suppo r t  o f  t h e  Boa r d  o f  Ba n k i ng Super v 1 s i o n , t h a t  ba n k s  s h o u l d  

be requ i r e d  t o  i nc rease  t h e i r  p r ov 1 s i o ns . T h e  b a n k s  h a d  

somewh a t  r e l uc t a n t ly  accepted t h i s  a n d  h a d  ag r eed t o  d i s c u s s  

t h i s  que s t i o n  c o l l e c t 1 ve l y  w i t h  t h e  B a n k  w i t h  a v 1 ew t o  

ag r ee i ng a way f o rwa r d  wh i c h  cou l d  b e  r e f l ec t e d  i n  t h e i r  

i nt e r i m  r e s u l t s  due  i n  June . The  f i r s t  m e e t i ng o f  t h e  

Comm i t t ee had  t a k e n  p l ace t h e  mo r n 1 ng a f t e r  C 1 t 1 co r p  h a d  

a n nou nced a n  i nc r ease  i n  b a d  d e b t  p r ov i s i o ns : t h i s  h a d  

r e s u l t e d  i n  t h e  b a n k s  accep t i ng more  r e ad 1 l y  t he n e e d  f o r  s u c h  

a n  i nc r e a s e . 

T h e s e  d i s c u s s 1 o n s  had c u l m 1 na t e d  i n  a ma t r i x  o f  1 5  o b j ec t i ve 

c r i te r i a  be i ng f o rm u l a t ed ag a i n s t  w h i ch b a n k s  wou l d  m a r k  a l l  

cou n t r i es t o  w h i c h  t hey h a d  a sov e r e i g n  r i s k  expos u re . The  

scores  t h u s  a c h i eved wou l d  s ug g e s t  t h e  pe rce n t ag e  r a ng e  of 
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p rovi s 1 ons  requ1 r e d ,  d t s c u s s i ons  on wh i c h  wou l d  b e  h e l d  

between i nd i v i dua l ban k s  a n d  t he i r supe r v i so r s . Th i s  new 

approach had been d i scussed  w i t h  the I n l a nd  R e v e n u e  who h a d  

f o u n d  i t  h e l p f u l  and  p r o v i d i ng a bas i s  f o r  d i scu s s i on w i t h  

i nd i v i du a l  b a n k s  o f  t he t a x  deduc t ab i l i t y  o f  t he i r 

p r o v i s i o ns . M r  Ga lpi n added t h a t  t h e  e x i s t e nce o f  t h i s  

doc ume n t  wh i c h  was not  be i ng publ i s hed  wa s l i k e l y  t o  l ea k  

o u t . I t s  pu rpose wa s t o  e s t a b l t sh a s t a nd a r d  m e t h o d o l o g y  

w i t h l n  ba n k s  f o r  asse s s 1 ng p r o v i s i ons  a g a i n s t  sove r e i g n  d e b t ; 

si nce  t h e  mat r i x  was t o  be comp l et e d  by t h e  b a n k s  i t  cou l d  

p rope r l y  be seen  a s  t he i r  asses smen t  o f  p r ov i s i on i ng 

r e q u i r eme n t s  and  not  a s  g u 1 dance  by t h e  a u t h o r i t i es o f  

speci f i c  l e ve l s  o f  prov i s 1 on s  requ i red  ag a i n s t  pa r t i c u l a r  

c o u n t r 1 e s .  

 

2 Wi t h  r e f e r e n c e  t o  a M i nu t e  of 1 6  J u l y  a n d  t h e  S t o c k  E x c h a n g e  

s et t l ement  p rob l ems , M r  Wa l k e r  r e f e r r ed t o  t h e  t i g h t e r  capi t a l  

r e q u i r eme n t s  t h a t  h a d  been 1 mposed o n  t h e  S t o c k  E x c h a n g e  mon e y  

b r o k e r s .  G 1 ven t h e  sc a l e  of t h e  i nc r e a s e  i n  t he i r  l e n d i ng  o f  

e qu i t i e s  a n d  t h a t  t h e  Bank  had  supe r v i so r y  r e spons t bi l i t y f o r  

t hem , t h 1 s  had  been a necessa r y  move , t h o u g h  i t  h a d  n o t  i n  

i t s e l f  he lped t h e  w i d e r  s e t t l ement  p ro b l em a n d  may have  

e x a c e r ba t ed i t .  B u t  t h e r e  h a d  bee n f u l l  c o n s u l t a t i on w i t h  

t he S t oc k  E xchange , wh i c h now h a d  seve r a l  t ni t i a t i ve s  t n  

t r a i n .  Spec i f i c a l l y ,  d i s c u s s i o n  was i n  t r a i n  t o  p r omo t e  

i mp r o veme n t  i n  t h e  pe r f o rmance o f  ma j o r  r eg i s t r a r s  whose  

a b i l i ty t o  cope  had  d i m i n i s h ed . The Stock  E x c h a ng e  h a d  a l s o 

t a k e n  a numbe r of i n i t 1 a t i ves  amo n g s t  wh i c h  h a d  be en  

r e s t r i c t i ng t h e  t r adi ng of spec i f i c  membe r f t rms a s  we l l  a s  

p ro v i d i ng a s s i s t ance t o  membe r f i rms i n  pa r t i c u l a r  nee d . 

T h e se s t ep s ,  howeve r ,  had m e r e l y  h e l ped t o  a l l e v t a t e  t h e  

p r e s e n t  p r o b l em b u t  not deal  w i t h  t h e  u l t i ma t e  s o l u t i o n . The  

s ug ge s t i on had  been  made  t h a t  t h e  p r ob l em m i g h t  be r e s o l v e d  by  

r e d u c i ng t r a d i ng t h rough  t h e  t nt roduc t i o n of s ho r t e r  ope n i ng 

hou r s  f o r  t h e  E x c h a nge but t h 1 s  was  u n l t k e l y  to h e l p  m uc h ,  i f  

a t  a l l , a n d  wou l d  do g r eat  h a rm t o  t h e  S t oc k  E x c h a n g e .  

Howe v e r  v i g o r o u s l y  p r esent  e f f o r t s  a re p u r s u e d ,  t h e  f a c t  i s  

t h a t  s e t t l ement  p r o b l ems a r e  l i ke l y  t o  pe r s t s t , 
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a l be i t  hopef u l l y o n  a sma l l e r  s c a l e  t h a n  n o w , u n t i l  t h e  

p r oposed new b o o k  e n t r y  t r a n s f e r  s y s t em 1 s  1 n t r o d u c e d ,  n o t  

l e s s  t h a n  a yea r f r om n o w .  

9 8  

3 The Gove r n o r  me n t i oned t h a t  he h a d  w r i t t e n  to t h e  S e c r e t a r y  o f  

S t a t e  f o r  t h e Depa r tme nt o f  T r a d e  a n d I n d u s t ry u r g i ng h i m  n o t  

t o  r e f e r  B r i t i s h A i rways ' of f e r  f o r  B r i t 1 s h C a l e d on i a n  t o  t h e  

Monopo l 1 e s  C omm i s s i o n . Th i s  s t a n c e  h a d  b e e n  t a k e n  a s  a 

r e s u l t  of expe r i e n c e s  o v e r  L a k e r  A i rways a n d  t h e  s e r i o u s  

f i na n c i a l  p o s 1 t 1 o n  of B r i t i s h Ca l ed o n i a n .  

A t  t h e  Gove r n o r ' s  i n v i t a t 1 o n : -

1 S i r  H e c t o r  L a i n g 1 n t r oduced a Repo r t  of t h e  D e b d e n  Comm i t t e e  

o n  t h e  a n n u a l  r epo r t  a n d a c c o u n t s  o f  t h e  P r i n t i ng Wo r k s  f o r  

t h e  y e a r  e n d e d  2 8  F e b r u a r y  1 9 8 7 , wh i c h  w a s  l a 1 d  be f o r e  C o u r t . 

2 M r  Tay l o r  a t t e n d e d  Cou r t ,  i n  t h e  a b s e nce o f  M r  F l emmi n g , t o  

a n s w e r  a ny o u e s t 1 o n s  a r i s i ng f r om t h e  E c o n om i c  C omme n t a r y  

s e c t i on o f  t h e  A u g u s t  e d i t i o n  o f  t h e  Q u a r t e r l y  B u l l e t i n .  

3 M r  Loe h n i s i n t r od u c e d  t h e  I n t e r n a t i o n a l  E c o n om i c  De v e l opme n t s  

pape r f o r  J u l y .  

� �� �  
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A COURT OP DIRECTORS AT THE BANK 

THURSDAY 13 AUGUST 1987 

Present 

S1r George Blunden, Deputy Governor 

Anthony Davtd Loehnts, Esa 
or David Valentine Atterton, CBE 

S1r Col1n Ross Corness 
Rodney Desmond Galptn, Esa 

Edward Alan John George, Esa 
Sir Mart1n Wakefield Jacomb 

Gav1n Harry Laird, Esa 
Sir oav1d Gerald Scholey, CBE 

oav1d Alan Walker, Esa 
Deryk vander Weyer, Esa, CBE 

Douglas Alfred oawk1ns, Esa 

The Minutes of the last Court, havtng been circulated, were 

approved. 

99 

There be1ng no comments on the weekly figures, the Deputy Governor 

1nv1ted Mr George to speak about the foretgn exchanges and the 
state of the domestic markets. 

Under the weekly execut1ve report:-

Mr walker commented on a report in that 

that a 4 1/2\ stake 1n Portals had been purchased by 
He reminded Court that the Bank had a 28.5\ 

hold1ng 1n Portals, a l1sted company, and that the Bank's 

intent1on was to dispose of its hold1ng 1n due course, though 



tt was very unl1kely that would be regarded as a 
suttable acou1rer of etther the Bank's stake or the whole of 
Portals. It would thus probably be necessary to 

100 

cold-shoulder tf he sought negottatton with the 
Bank . In the meantime, negotiation is 1n tratn to yield a 
more satisfactory contract fo r the supply of paper by Portals 
to Debden; unttl this change in the Bank's comrnerctal 
r~lationship Wtth Portals ts achteved, 1t would not be 
practicable to wr1te, 1n effect, a prospectus as basts for 
dtsposal of the Bank's stake. 

2 Hr oawkins rnenttoned that the cab1net Offtce had 1ssued that 
morn1ng a warn1ng of an enhanced stat~ of alert wtth regard to 
terrorist act1vities as a result of the s1tuation in the Gulf. 

At the Deputy Governor's tnvitation:-

Hr Loehn1s spoke about the Overseas Trade Figures for June 
whtch had been released the prev1ous Tuesday . 

2 Wtth reference to a Htnute of the prevtous week, Hr Taylor, 1n 
the absence of Hr Flemmtng, drew attentton to some aspects of 
the August edttton of the Quarterly Bullettn, together wtth 
the latest edition of Bank Brief1ng, both of which were due to 
be published later that day. 

3 Hr Charkharn attended Court to present a paper on Investor 
Relations, whtch descrtbea what appeared to be the rnatn 
current practtces 1n respect of ma)or l1sted compantes• 
relattons wtth analysts, snareholders and the press and was 
based on 1nterv1ews he had conducted Wlth the representattves 
of a number of these compan1es. In the dtscusston which 
followed the paper was judged helpful and a need for the 1ssue 
of some form of code of conduct or guidelines was 
recognised . Whilst the majority of company chairmen 

appreciated they had to behave properly the same could not 
necessarily be sa1d for analysts. Whatever code was issued, 
there would always be a small number who would tgnore such 

guidance. The natural body to be responstble for any such 



code o r  g u i de l i ne s  wa s t h e  S t o c k  Exch a n g e . The Ba n k ' s  r o l e  

s h o u l d  b e  t o  e ncou rage , a nd pe r h a ps a s s i s t  t h e m , i f  t h e y  

dec i ded t h a t  compa n i es wou ld be ne f i t  f r om t h e  p r od u c t i on o f  

 

such  a docume n t . Th e S IB m i g h t  a l so be e ncou r aged  t o  i s s u e  a 

code o f  conduct  for  a na l y s t s . 

� 1� �  
� � s:. {.� 
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A COURT OF DIR ECTORS AT THE BANK 

THURSDAY 2 0  AUGUST 1 9 8 7  

P r e s e n t  

S i r  G e o r g e  B l u n d e n , Deputy Gove r n o r  

S i r  G e o r g e  Ad r i a n  H a y h u r s t  Cadbu r y  

D r  Da v i d  V a l e n t i ne A t t e r t o n , C B E  

The Hon S i r  John  F r a n c i s  H a r co u r t  B a r i ng ,  CVO 

F r e de r i c k B r 1 a n Co r by , E so 

R o d n e y  Desmo n d  G a l p i n ,  E s o  

E dwa r d  A l a n  John  Ge o r g e ,  E s o  

S i r  M a r t i n  Wa k e f i e l d  Jacomb 

G a v i n H a r r y  La i r d ,  E s o  

S i r  Da v i d  G e r a l d  Sc h o l ey , C B E  

D a v i d  A l a n  Wa l k e r , E s o  

D e r y k  Va n d e r  Weye r ,  E s o , C B E  

W i l l i am P e t e r  C oo k e , E s o  

Doug l a s  A l f r e d  Daw k 1 n s ,  E s o  

J o h n  S t a n t o n  F l e mm i ng ,  Esq 

T h e  M i n u t e s  o f  the l a s t  C o u r t ,  h a v i ng be e n  c i r c u l a t e d , w e r e  

app r o ve d . 

M r  G a l p i n comme n t e d  o n  the wee k l y  f i g u r es  a n d  M r  G e o r g e  spo k e  

a b o u t  t h e  f o r e 1 g n e x c ha nges a n d  t he s t a t e o f  t h e  d om e s t i c  

ma r k e t s . H e  s a i d  th a t ,  i n  t h e  Money F i g u re s  wh i c h  h a d  b e e n  

p u b l i s h ed t h a t  mo r n i ng ,  t h e  mo n t h l y  g ro w t h  o f  1 . 2 % ,  s e a s o n a l l y 

a d j u s t ed , i n  n a r row money ( MO )  was e s s e n t i a l l y e r r a t i c .  s o  f a r  

a s  b r o a d  money was concer ned M 3  a f t e r  s e a s o n a l  a d j u s tm e n t h a d  

1 0 2  
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g r own by 2 1 / 4 %  on the mon t h  w 1 t h  M4 a n d  M 5  g r ow i ng m o r e  s l ow l y .  

T h e  g r ow t h  i n  b r o a d  money g e n e r a l l y h a d  a r i s e n  f r om a r e c o r d  

i n c r e a s e  i n  t h e  b a n k s ' st e r l i ng l e n d i n g ,  a l a r g e  pa r t  o f  wh i c h 

appe a r ed to have been used to r epay e a r l 1 e r b o r r o w i n g  i n  f o r e i g n  

c u r r e n c y . T h e r e  was l i t t l e  e v i d e n c e  o f  a s u d d e n  e x p l o s i o n o f  

c o n s umer  c r e d i t ,  w h i c h  h a d  been g r owi ng f a i r l y s t e a d i l y  - a n d  

r a p i d l y - t h r o u g h o u t  a t  l e a s t  t h e  l a s t  t h r e e  y e a r s .  

1 0 3  

H a v i ng i n f o rmed C o u r t  t h a t  h e  h a d  n o  i t ems t o  r a i s e u n d e r  t h e  

wee k l y  e x ec u t i ve r e po r t ,  t h e  Dep u t y  Gove r n o r  me n t i o n e d  t h a t  a ny 

N o n - E x ec u t 1 v e D 1 r e c t o r  who w1 s h ed to a s k  a b o u t  e v e n t s  a f f e c t i n g  

t h e  B a n k  d u r i n g t h e  preceed i n g w e e k  wh i c h  h a d  n o t  been c o v e r e d  by 

t h e  e x ec u t i v e r epo r t  was a l ways w e l c ome t o  do s o  a t  t h 1 s  po1 n t  1 n  

t h e  a g e n d a . 

A t  t h e  Dep u t y  G ov e r no r ' s  i n v i t a t i on : -

1 S i r  A d r i a n  C a d b u ry i n t roduced a Repo r t  o f  t h e  T r u s t ee s  o f  t h e  

C o u r t  Pe n s i o n S c h e me , t og e t h e r  w i t h  t h e  A n n u a l  Repo r t  a nd 

Accou n t s  f o r  t h e  y e a r  e n d e d  2 8  Fe b r u a ry 1 9 8 7 .  T h e  

r e commend a t i o n o f  t h e  T r u s t ee s  t h a t  t h e  r a t e  o f  c o n t r 1 bu t i o n  

b e  m a i n t a 1 ned a t  i t s  p r e s e n t  l e v e l  u n t i l  t h e r e s u l t  o f  t h e  

v a l u a t i o n  a s  a t  1 Ma r c h  1 9 8 8  i s  k nown , w a s  app r o v e d . 

2 M r  Ga l p i n  p r e s e n t e d a Repo r t  of t h e  T r u s t ee s  o f  t h e  B a n k  o f  

E n g l a nd P e n s i o n F u n d , t og e t h e r  w1 t h  t h e  A n n u a l  R epo r t  a nd 

 

A c c o u n t s  f o r  t h e  y e a r  e n de d  2 8  F e b r u a r y 1 9 8 7 .  H e  me n t i o n e d  

t h a t  a l t h o u g h  not r eo u 1 r e d  t o  d o  s o  u n t i l  n e x t  yea r t h e  

T r u s tees h a d  d e c i ded t o  p r e s e n t  t h e  r epo r t  1 n  a c c o r d a n c e  w 1 t h  

t h e  R e g u l a t i o n s  o n  d 1 s c l o s u r e  o f  i n f o rm a t 1 o n c o n t a i ne d  i n  t h e  

O c c u pa t i o n a l  P e n s i o n  S c h emes R e g u l a t i o n s  1 9 8 6 .  M r  G a l p i n  

a l s o  d r e w  a t t e n t i o n  t o  t h e  a b o ve - a v e r a g e  pe r f o r m a n c e  o f  t h e  

r a t e  o f  r e t u r n  w h i c h  t h e  F u nd a c h i eved d u r i ng 1 9 8 6  t og e t h e r  

w i t h  t h e  f a c t  th a t ,  w i t ho u t  t a k 1 ng i n t o  a c c o u n t  d e f e r r e d  

pe n s i o n e r s ,  t h e r e  w e r e  a l most 1 , 0 0 0  m o r e  b e n e f i c i a r 1 e s  t h a n  

a c t i ve membe r s  o f  t h e  F u n d .  

S 1 r  J o h n  Ba r 1 ng i n t r o d u c e d  a Repo r t  o f  t h e  Commi t t e e  t o  

c o n s 1 d e r  t h e  s e c u r 1 t 1 e s o f  C e r t a 1 n  F u n d s  wh i c h  wa s app r o v e d .  
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The Deputy Governor drew attention to a summary of press react1on 
to the August edition of the Qua r terly Bullet1n wh1ch had been 
publlshed the previous week. 

Hr Walker then introduced a paper on Account1ng foe Mergers and 
ACOUlSitions . The paper described the present accounting 

reauirements governtng mergers and acOUlSltLons, and some of their 
shortcomtngs, before going on to suggest, tentatively, changes 

Whlch might be made to deal with them. Hr Walker said that the 
Bank had for long felt that there were ser1ous problems in this 

area, a concern which was shared by the CBI who would be referring 
to the matter 1n thetr forthcoming Task Force report . He was 

br1nging the auest1on to Cou r t both as a matter of general 
interest and 1mportance but also to seek any guidance from Court 
ahead of discusston that he would be hav1ng with the Accounting 
Standards Committee. In the discussion wh1ch followed, of what 

was considered a very interesttng paper on an important subJect, 
there was g~neral agreement that the avaLlab1l1ty of techntaues 

for dressing up mergers as acOU1Sit1ons w1th the conseauential 
apparent 1mprovement in performance, created uncerta1nty and could 

be seriously misleading. There were in fact few mergers as such 
and it seemed desirable that accounting standards should be 

tightened so as to reduce the facility w1th whtch acautslttons 
could be presented 1n ftnancidl accounts as if they were mergers . 

It was agreed that there were difficulties even wtthin acauisitton 
account1ng, 1n particular because of the absence of a reoutrement 
e1ther to wr1te off goodwtll above the l1ne or even to disclose 
clearly what had been done. While there m1ght be a case for 

sett1ng a maxtmum period for the write off of goodwtll, th1s 
should not be so short as to be unrealtst1c, and 1t m1ght be 

concluded that firmer reau1rements as to disclosure of prectsely 
what was betng done in respect of goodwill offered an acceptable 
a 1 t er na t 1 v e. 

~-&~l-4 
tc.-v-zy 2.; ~..__.... t.$)~"1 

-Ad~c~ 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 27 AUGUST 1987 

Present 

Sir George Blunden, Deputy Governor 

Sir George Adr1an Hayhurst Cadbury 

The Hon S1r John Francis Harcourt Bar1ng, cvo 
Freder1ck Br1an Corby, Esa 

Rodney oesmond Galptn, Esa 
Edward Alan John George, Esa 

S1r Robert Haslam 
Gav1n Harry Laird, Esa 

Anthony David Loehnls, Esa 
oav1d Alan Walker, Esa 

W1ll1a~ Peter Cooke, Esa 
Douglas Alfred Dawk1ns, Esa 

John Stanton Flemming, Esa 

The Mtnutes of the last Court, hav1ng been circulated, were 

approved. 
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Me Galpin commented on the weekly f1guces and Hr George spoke 

about the fore1gn exchanges and the state of the domest1c markets. 

Under the weekly execut1ve report the Deputy Governor mentioned 

that a book by Stephen Fay covering the recent history of the Bank 

- from 1970 to date- would be publ1shed on 21 September; 

At the Deputy Governor's 1nv1tation:-

Hr Flemm1ng spoke about the Economic Report for August. 



 

2 Wi t h  r e f e r e nc e  to a Mi n u t e  o f  t h e  p r e v i o u s  we e k  a nd e a r l i e r ,  

a n d  t o  t h e  p r o v i s i o n a l  money a nd b a n k 1 n g f i g u r e s  f o r  J u l y ,  

M r  G e o r g e  i nt r oduced t h e  r eg u l a r  d i s c u s s i o n o f  m o ne t a r y 

po l i c y .  He r em i n d ed Membe r s  of t h e  d i l emma we h a d  f a c e d  

e a r l i e r  i n  t h e  y e a r  w h e n  w e  h a d  r e s i s t e d  upwa r d  p r e s s u r e  o f  

t h e  e x c h a nge r a t e . On t h e  a s s umpt i o n t h a t  t h e  p r e s s u r e  m i g h t  

o n l y  b e  t empo r a ry ,  a n d  t o  p r e s e r v e b u s i n e s s  co n f i de n c e ,  w e  h a d  

t h e n  comp r om 1 s ed o n  o u r  domest 1 c  mon e t a r y  o b j e c t i v e s . I t  

f o l l owed t h a t , u n l e s s  e v i d e n c e  c h a n g e d , we s ho u l d  s e e k  t o  

r e c o v e r  t he g r o u n d  w e  h a d  g 1 ve n  u p  o n c e  t h e  d 1 l emma h a d  

e a s e d . To t h e  e x t e n t  t h a t  t h e  i nd i c a t o r s  o f  mone t a r y 

c o nd i t i o n s  h a d  subsea u e n t l y  c h a n g e d , t h e y  h a d  po i n t e d  to t h e  

n e e d  f o r  f 1 r m e r  r a t h e r  t h a n  e a s i e r  p o l i c y .  

I n  s e v e r a l  r e sp e c t s  t he economy was p e r f o rm 1 n g  we l l  b u t  i t  w a s  

i mp o r t a n t  t o  k e ep downwa r d  p r e s s u r e  on p r i c e s  a n d  t o  k e ep 

1 nf l a t 1 o n  u nd e r  c o n t r o l  i n  o r d e r  t o  s u s t a 1 n  t h i s  

p e r f o rm a nc e .  U n de r l y i ng i n f l a t i o n  i n  t h e  e c o nomy a s  a w h o l e  

r em a i ne d  a t  a b o u t  4 - 5 %  w h i c h was s t i l l  h 1 g h e r  t h a n  o u r  

c ompet i t o r s : t h e r e  was l i t t l e  e v i d e n c e  t o  s u g g e s t  t h a t  i t  w a s  

f a l l i ng but  some i n d i c a t i o n  t h a t  1 t  c o u l d  po s s i b l y  m o v e  h i g h e r . 

The mone t a r y i n f l u e n c e s  h a d  be e n  d i s c u s s e d  t h e  p r e v i o u s  

we e k . A l t h o ug h  t h e r e  w e r e  g r o u n d s  f o r  t h i n k i ng t h a t  t h e  

r e c e n t  g r owt h i n  b a n k  l e n d i ng w a s  l e s s  wo r r y i ng t h a n  appe a r e d  

a t  f i r s t  s i g h t , t h e  pe r s i s t e n t l y  f a s t  g r o w t h  o f  b r o a d  money 

was not  r e a s s u r i ng .  N e v e r t h e l e s s  it  wou l d  be p r emat u r e  to  

t h i n k  that  t h e  s i t u a t i o n wa s g e t t 1 ng o u t  o t  h a n d . The 

t i g h t e n i ng o f  po l i cy 1n  t h e  l a s t  m o n t h  h a d  c e r t a i n l y  b e e n  

nec e s s a r y .  Hopef u l l y i t  h a d  been a d e a u a t e ,  b u t  t h e r e  w a s  a 

c o n t 1 n u 1 ng n e e d  to w a t c h  t h e  s 1 t u a t i o n c l o s e l y . 

3 M r  L oe h n 1 s p r e s e n t ed t h e  1 9 8 7  L DC D i s a g g r e g a t e d  F o r e c a s t  t h e  

ma i n  o b j ec t i v e s  o f  wh i c h we r e  t o  c h e c k  wh e t h e r  t h e  B a n k ' s  

W o r l d  E c o n omy F o r e c a s t  p r o j e c t i o n s  f o r  t he a g g r e g a t e  l e s s  

deve l op e d  c o u n t r i e s ( L DC ' s } l o o k e d  r e a l i s t i c ,  a nd t o  c on s i de r  

how t h e  d e b t  bu r d e n s  o f  some i mp o r t a nt d e b t o r s  c o u l d  e vo l v e .  
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A COURT OF DI R ECTORS AT THE BANK 

THURSDAY 3 S E PTEMBER 1 9 8 7  

P r es e n t  

T h e  R t  H o n  Robe r t  L e i g h- Pembe r t o n , G o ve r n o r  

S i r  G e o r g e  B l u n de n ,  Dep u t y  Gove r n o r  

F r e de r i c k B r i a n C o r by , E s o  

S i r  C o l i n  R o s s  C o r n e s s  

Rodney Desmond G a l p i n ,  E s o  

E dwa r d  A l a n  J o h n  G e o r g e ,  E s o  

S i r R o be r t  H a s l am 

S i r  H e c t o r  L a i n g  

A n t hony D av i d  Loe h n i s ,  E s o  

Da v i d  A l a n  Wa l k e r , E s o  

S i r  L e s l i e  C l a r e nc e  Y o u ng , C B E  

J o h n  S t a n t o n  F l emm i ng ,  E s o  

Doug l a s  A l f r e d  D a w k i n s ,  E s q  

T h e  M i n u t e s  o f  t he l a s t  C o u r t , h a v i ng b e e n  c i r c u l a t e d , w e r e  

a pp r o v e d . 

1 0 7  

M r  G a l p i n  c omme n t e d  o n  t h e  wee k l y  f i g u r e s  a nd M r  G e o r g e  spo k e  

a b o u t  t he f o r e i gn e x c h a nges a n d  t h e  s t a t e o f  t h e  dome s t i c  m a r k e t s ,  

b e f o r e  g o i ng o n  t o  s p e a k  a bo u t  t h e  O f f i c i a l  R e s e r v e s  f i g u r e s  f o r  

A u g u s t  w h i c h  h a d  been pu b l i s h e d t h e  p r e v i o u s  d a y .  

T h e r e  b e i ng n o  i t ems f o r  d i s c u s s i o n  u n d e r  t h e  w ee k l y  e x ec u t i ve 

r e po r t ,  a t  t h e  Gove r no r ' s  i n v i t a t i o n : -

1 M r  L o eh n i s  spo k e  a b o u t  t h e  O v e r s e a s  T r a d e  f i g u r e s  f o r  J u l y  

w h i ch h a d  been r e l e a s ed t he p r e v i o u s  T u e s d a y . 

 
Bank of England Archive (G4/214)



2 M r  Loe h n i s  t h e n  i nt r o d u c e d  t h e  I n t e r n a t i on a l  E co n om i c  

De v e l opme n t s  pap e r  f o r  A u g u s t .  

1 0 8  

3 T h e  Deputy Gove r no r ,  i n  comme n t i n g o n  t h e  A c co u n t s  o f  t h e  

H o u b lon-N o r ma n F u nd f o r  t h e  y e a r  e n d e d  3 0  J u n e  1 9 8 7 ,  e x p l a i n e d  

t h a t  t h e  F u nd h a d  b e e n  e s t a b l i s h e d  by C o u r t  i n  1 9 4 4  a n d  t h e  

t h r e e  T r u s t ee s  of t h e  F u n d , w h o  a r e  n o w  a l l  Membe r s  o f  C o u r t ,  

t h o u g h t  i t  app rop r i a t e  t h a t  t h e  A c cou n t s  s h o u l d  be p r e s e n t e d  

t o  co u r t .  M r  F l emmi ng i n  h 1 s  cap a c i ty a s  a M em b e r  o f  t h e  

H o u b l o n - N o r m a n  A d v i s o r y  Comm i t t e e  comme n t e d  o n  t h e  R ep o r t  o f  

t h a t  Comm i t t ee , o n  t he appo i n t ment  of t h e  F e l l ow f o r  1 9 8 7 / 8 8  

a nd o n  t h e  a r e a s  o f  r e s e a r c h  t h a t  h e  wou l d  b e  pu r s u i ng . 

� · "  _ GL .L 
1 \) Se � l--:� t 1  �l 
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A COURT OF D I R ECTORS AT THE BAN K 

THURSDAY 1 0  SEPTEMBER 1 9 8 7  

P r e s e n t  

The R t  H o n  Robe r t  L e i g h - Pembe r t o n , G o v e r n o r  

S i r G e o r ge B l u n d e n , Depu ty Gove r n o r  

O r  Da v i d  Va l e n t i ne A t t e r t o n , C B E  

F r ed e r i c k  B r i a n  C o r by , E s a  

Rodney Desmond G a l p i n ,  E s a  

Edwa r d  A l a n  J o h n  Geo r g e , E s a  

S i r H e c t o r  L a i n g 

A n t hony Da v i d  Loe h n i s ,  E s a  

oa v 1 d  A l a n  W a l k e r , E s a  

De r y k  V a n d e r  Weye r ,  E s a , C B E  

S 1 r L e s l i e  C l a r e n c e  Y o u n g ,  C B E  

W1 l l i a m P e t e r Coo k e ,  E s a  

J o h n  S t a n t o n  F l emmi n g ,  E s a  

The M 1 n u t e s  o f  t h e  l a s t  Cou r t ,  h a v i ng been c i r c u l a t e d , w e r e  

a pp r o ve d . 

1 0 9  

T h e r e  be i ng n o  comme n t s  o n  t h e  wee k l y  f i g u r e s ,  M r  G e o r g e  spo k e  

a b o u t  t h e  f o r e i g n e x c h a n g e s  a n d t h e  s t a t e  o f  t h e  domes t i c  ma r k e t s . 

U n de r t h e  wee k l y  e x e c u t i v e r e po r t , t h e  Gove r n o r  spo k e  t o  Co u r t  

a b o u t  t h e  r e c e n t  mee t i ngs o f  t h e  B I S  i n  B a s l e  w h i c h  h e  h a d  

a t t e n d e d .  H e  t h e n  me n t i o n e d  t h a t  t h e  v i s 1 t  o f  t h e  P r 1 me M 1 n i s t e r  

t o  l u n c h  t h e  p r e v i o u s  d a y  h a d  been v e r y  s a t i s f a c t o r y ; a s 1 m i l a r  

oc c a s i o n  w a s  l 1 k e l y  t o  b e  a r r a n g e d  i n  some s 1 x  mont h s ' t i me . 
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1 1 0  

A t  t h e  Gove r no r ' s  i n v i t a t i o n : -

1 I n  c omme n t i ng on t h e  Repo r t  a n d  A c co u n t s  o f  E B S  I n ve s t m e n t s  

L t d  f o r  t h e  y e a r  e n d e d  2 8  F e b r u a r y  1 9 8 7 ,  M r  G a l p i n  s a i d  t h a t  

i t  m i g h t  b e  poss i b l e  t o  p u t  t h e  Comp a n y ' s  t wo s u bs i d 1 a r i es 

i n to l i au i d a t i on by t h e  end of t h e  y e a r  o n c e  c e r t a i n  t a x 

p r o b l ems we r e  r e s o l v ed : t h e r e a f t e r  1 t  m 1 g h t  be pos s 1 b l e  t o  

l i au i d a t e  EBS I n v e s tme n t s  i t se l f . T h e  Repo r t  a n d  A c c ou n t s  

we r e  l a i d  b e f o r e  Co u r t .  

2 M r  L o eh n 1 s  1 n t r o d u c e d  a paper  f rom t h e  I n t e r n a t 1 o n a l  D l V l S l o n s  

- L i be r a l i s a t i o n , London  a n d t h e  I n t e r n a t i o n a l  S e c u r i t i e s  

M a r k e t s  - wh i c h  s o u g h t  t o  a s s e s s  t h e  i mp a c t  o f  l i be r a l i s a t i o n 

a b r o a d  o n  L o n d o n ' s  r o l e  a s  t h e  home o f  t h e  e u r oma r k e t s .  
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A COURT OF DI R ECTORS AT THE BANK 

THURSDA Y  17 S E PTEMB E R  1 9 8 7  

P r e s e n t  

T h e  R t  H o n  R obe r t  L e i g h - Pembe r t o n , G o v e r n o r  

S i r G e o r ge B l u n de n ,  Dep u t y  G o ve r n o r  

D r  Da v i d  V a l e n t i ne A t t e r t o n , C B E  

S i r  G e o r g e  Ad r i a n  H a y h u r s t  C a d b u r y  

S 1 r  C o l i n  R o s s  C o r ne s s  

R o d n e y  Desmo n d  Ga l p i n ,  E sa 

S i r  M a r t i n  W a k e f 1 e l d  J a comb 

S i r H e c t o r  L a i ng 

G a v 1 n  H a r r y  L a i r d ,  E s a  

A n t hony Da v 1 d  Loeh n i s ,  E s a  

D e r y k  Va n d e r Weye r , E s o , C B E  

S i r  L e s l i e  C l a r e n c e  Y o u ng , C B E  

A n t hony L a u r i e  C o l eby , E s o  

T h e  M i n u t e s  o f  t h e  l a s t  Co u r t ,  h a v i n g  b e e n  c i r c u l a t e d , we r e  

a pp r o v e d . 

l l l  

T h e r e  be i ng n o  comme n t s  on t h e  wee k l y  f 1 g u r e s , M r  C o l eby , i n  t h e  

a b s e nce o f  M r  Ge o r g e ,  spo k e  a b o u t  t h e  f o r e i g n  e x c h a n g e s  a n d t h e  

s t a t e  o f  t h e  dome s t 1 c  ma r k e t s . 

U n d e r  t h e  wee k l y  e x e c u t i v e r epo r t : -

l T h e  G o ve r no r  comme n t e d o n  t h e  ECOF I N  me e t 1 ng s  wh 1 c h he h a d  

a t t e n d e d  t h e p r e v i o u s  we e k e n d  i n  Denma r k .  
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1 1 2  

2 M r  G a l p i n  spo k e  about t h e  B a n k ' s  pow e r s  1 n  r e s pe c t  of t h o s e  

s ee k i ng a c o n t r o l l i ng 1 n t e r e s t  i n  a n  a u t h o r i s e d  i n s t i t u t i o n .  

I n  pa r t i c u l a r  h e  comme n t e d  o n  p r e s s  r epo r t s  e a r l i e r  t h a t  d a y  

w h 1 c h d r ew a t t e n t i o n t o  t h e  de l ay by t h e  B a n k  i n  ma k i ng a 

d ec i s i o n  o n  t h e  b i d  by Eou i t i c o r p  f o r  t h e  G u i n n e s s  P e a t  

G r o u p . He ex p l a i ned t h a t  u n d e r  t h e  B a n k i n g Act 1 9 8 7  t h o s e  

s e e k i ng a con t r o l l i ng i n t e r e s t  wo u l d  h a v e  t o  s u bm i t  t o  a ' f 1 t  

a n d  p r ope r ' t e s t  but  u n t i l  t h e  Act was 1 n  f o r c e  - hopef u l l y  o n  

1 O c t o b e r  - t he B a n k  d i d  not h a v e  pow e r  t o  s e e k  t h e  nec e s s a r y  

1 n f o rm a t i o n t o  e n a b l e  t h em t o  m a k e  t h e  j u dgme n t . I n  t h e  c a s e  

o f  Equ i t i c o r p  t h e  B a n k  h a d  s o u g h t  t h a t  i n f o r ma t 1 o n  o n  a n  

i n f o r ma l ba s i s  but  1 t  h a d  not  yet a l l  b e e n  f o r t h c om i n g : f o r  

t h i s  r e a s o n  i t  was impo s s 1 b l e  t o  come t o  a j u d gm e n t . 

O n c e  t h e  Act was i n  f o r c e , t h e  d e c 1 s 1 o n  f o r ma l l y t a k e n  by t h e  

B a n k  wou l d  b e  open t o  appe a l  a n d  1 t  was i mpo r t a n t  t h e r e f o r e  

t h a t  w e  s h o u l d  b e  both  t h o rough  a n d c o n s i s t e n t  i n  o u r  

dec 1 s 1 o n s  o n  s u i t a b 1 l 1 t y .  

A t  t h e  Gove r n o r ' s  i n v i t a t i o n : -

1 T h e  Dep u t y  Gove r n o r  i n t r o d u c e o  a M i n u t e  of t h e  Comm i t t e e  o f  

T r e a s u ry r ec omme n d i ng c h a ng e s  t o  t h e  B o a r d  o f  D 1 r e c t o r s  o f  

c e r t a i n  o f  t h e  B a n k ' s  s u bs 1 d i a r y  compa n i e s  c o n s e q u e n t  upon t h e  

r e t i reme n t  o f  M r  Dawk i n s ; a n umbe r o f  c ha n g e s  c o n c e r n i ng t h e  

r e p r e s e n t a t 1 o n  o f  t h e  Gove r n o r  a nd Comp a n y  o f  t h e  B a n k  o f  

E n g l a nd a t  Mee t i ng s ,  p u r s u a nt to S e c t i o n 3 7 5  o f  t h e  Compa n i e s  

A c t  1 9 8 5 ; a nd t h a t  a u t ho r 1 t y b e  g 1 v e n  f o r  M r  H C E H a r r 1 s  t o  

a c t  a s  a Gove r n o r  f o r  t h e  p u r po s e s  o f  a u t h o r i s i ng b u d g e t s  a nd 

a d d i t i o n a l  expen d 1 t u r e ,  a nd a u t ho r 1 s 1 n g a n d  m o n 1 t o r 1 ng 

p r o j e c t s ,  a s  r e o u e s t e d , f r om t 1 me t o  t i m e , by t h e  Dep u t y  

G o v e r no r .  

app r o v e d . 

The r e c omme n d a t 1 o n s  c o n t a 1 ne d  i n  t h e  M i n u t e  w e r e  
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2 Dr A t t e r to n  i n t r o duced a R ep o r t  of t h e  C h a r i t a b l e  Appe a l s  

C omm i t t e e  w h i c h  was l a i d  b e f o r e  Cou r t .  

3 M r  L a i r d  spo k e  a bo u t  t h e  TUC A n n u a l  co n f e r e n c e  wh i c h  h e  h a d  

a t t ended t h e p r e v i o u s  we e k . 
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A COURT OF D IRECTORS AT THF BANK 

THURSDAY 24 SEPTEMBER 1 9 8 7  

P r e s e n t  

Th e Rt Ho n Robe r t  Le i g h - Pembe r t on , Gove r n o r  

S i r  Geo r g e  B l u nden , Depu t y  Gove r no r  

D r  Da v i d  Va l e n t i ne At t e r t o n , CBE 

Th e Hon S i r  Joh n F r a n c i s  Ha rcou r t  Ba r i n g ,  CVO 

S i r  Geo r g e  Ad r i a n  Hayh u r s t  Cadbu r y  

S i r  Co l i n  Ross Co r ness  

Rod ney Desmond Ga l p i n ,  Esq 

Edwa r d  Al a n  John Geo r ge , Esq 

S i r Robe r t  Ha s l am 

S i r  Hec t o r  La i ng 

Anthony  Da v i d  Loeh n i s ,  Esq 

S i r Da v i d  Ge r a l d  Scho l ey ,  CBE 

De r yk Va n d e r  Weye r , Fsq , CBE 

Joh n  S t a n t on F l emm i n g , Esq 

A n t h o n y  Lau r i e  Co leby , Esq 

The M i nu t es o f  the l a s t  Cou r t , h a v i ng been  c i r c u l a t ed , we r e  

approved . 

The r e  be i ng no comme n t s  on t he wee k l y  f i g u r e s ,  M r  Loe h n i s  

p r e se n ted t h e  Ove r se a s  Trade F i g u r e s  f o r  A u g u s t  wh i ch h a d  b e e n  

r e l e a sed ea r l i er t ha t  mo r n i ng ; a nd M r  Co l eby spoke  a b o u t  t h e  

f o r e i gn excha nges and  the s t a t e  o f  t h e  d ome s t i c  ma r k e t s . 

1 1 4  
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Und e r  t h e  wee k l y  execu t i ve r epo r t  M r  Ga l p i n  spoke a b o u t  t h e  

p r o g r e s s  t h a t  h a d  been made on conve r ge n c e  a t  t h e  r ec e n t  me e t i ng 

of S u pe r v i so r s  i n  Ba s l e . Und e r  t h e  Ch a i r ma n s h i p  o f  M r  Coo k e , t h e  

Comm i t tee  h a d  r eached t e n t a t i ve a g r eeme n t  on  c a p i t a l  adequacy  

requ i rement s .  The a g r eement w h i ch wa s accep t a b l e  t o  t h e  EEC 

a u t h o r i t i es in  B r u s se l s ,  had bee n  mod e l l ed o n  the ea r l i e r 

p r oposa l s  a g r e ed by t h e  Un i t ed S t a t e s  a n d  t h e  U K . The r e po r t  o f  

t h e  Commi t t ee  wou l d  now b e  s u bm i t ted  t o  t h e  mee t i ng o f  t h e  Gl O 

Ce n t r a l  Ba n k  Gove r no r s  i n  Novembe r a nd i t  was  h oped t h a t  i t  wou l d  

t h e n  be publ i shed i n  t h e  r e l e v a n t  count r i es be f o r e  t h e  end  o f  t h e  

yea r . 

Th e Gove r no r  sa i d  t h a t  t he a g r eeme n t  wa s v e r y  s a t i s fa c t o r y  a n d  

r e f l ec t ed g r e a t  c r ed i t  on M r  Coo k e . 

At t h e  Gove r no r ' s  i nv i t a t i o n : -

1 M r  Ga l p i n  s a i d  t h a t  t h e  Ba n k i ng Depa r t men t  h a d  r ec e n t l y  

co n c l u d ed a r e v i ew o f  t h e  l e v e l  o f  s i g n i ng powe r s  w i t h i n  t h a t  

Depa r t me n t  w i t h  a v i ew t o  ach i e v i ng a g r e a t e r  mea s u r e  o f  

d e l egat i on i n  acco rda nce w i t h  t h e  p r ecepts  o f  

Rec l a s s i f i c a t i on .  The proposa l s  wh i ch h e  i n t r od u c ed 

d i spensed w i t h  the  need for  Se n i o r  Of i c i a l s  t o  s i gn r o u t i ne 

i t ems of wor k ;  d e l eg a t ed f u r t h e r  wo r k , wh i ch h a d  a l r e a d y  b e e n  

a u t h o r i sed , w i t h i n  Of f i ces  a nd B r a nch es ; and  i n t r od uced t h e  

c o n c e p t  of  Au t ho r i sed Of f i c e  S i g n a t o r i e s  who wo u l d  be 

appo i n t ed by Of f i ce Pr i nc i pa l s  w i t h i n  g u i de l i ne s  a g r e ed by  t h e  

Ch i e f  of  t h e  Ba n k i ng Depa r t me n t . The B a n k i ng Depa r t me n t ' s  

d e l eg a t i o n  package , wh i ch wou l d  e n t a i l  c r e a t i ng a t h i rd g r o u p  

of  s i gna t o r i e s t o  t a k e  acco u n t  o f  t h e  A u t h o r i sed O f f i ce 

S i g n a t o r i e s ,  met t h e  Aud i t o r ' s  r equ i r eme n t s  a nd had  r ece n t l y  

bee n  a g r eed w i t h  the  Depu t y  Gove r n o r . 

I t  wa s p r oposed t h a t  t h e  new a r r a ngeme n t s  s ho u l d  come 

i n t o  e f fe c t  f r om 1 Oct obe r a nd , as i t  wa s nec e s sa r y  to amend 

t h e  Ba n k ' s  c u r r e n t  Powe r of  A t t o r ney t o  t a ke acco u n t  o f  t h e  

c h a n g e s  i n  s i g n i ng powe r s ,  a n e w  Powe r o f  A t t o r n e y  h a d  bee n  

d r awn up  a nd was be fore  Cou r t  f o r  sea l i ng ,  t o ge t h e r  w i t h  a 
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l e t t e r  f r om Me s s r s  F r e s h f i e l d s  con f i rm i ng t h a t  t h e  docume n t  

was i n  a f i t  a nd prope r  f o r m . 

1 1 6  

Co u r t  approved t h e  p r oposa l s  a nd ORDERED t h a t  t h e  Powe r 

o f  At t o r ney be sea l ed w i t h  t h e  Common Sea l  o f  t h e  Ba n k . 

2 M r  F l emm i ng p r e se n t ed t h e  Econom i c  Repo r t  f o r  Sept embe r .  

3 W i th r e f e r e nce t o  t h e  p r o v i s i o n a l  Money a nd Ba n k i ng f i g u r e s  

f o r  Augus t ,  M r  Co l e by i n t r od uced t h e  r eg u l a r  mont h l y  

d i scu s s i on o f  mone t a r y  po l i c y . Ou r po l i cy s t a nce  wa s 

r e l a t ed t o  j udgme n t s  on demand and s u pp l y  i n  t h e  economy . 

Ove r t h e  r ec e n t  pe r i od t h e r e  h a s  bee n  no q u e s t i o n  o f  d em a n d  

be i ng i nadeq u a t e  a nd t h e r e f o r e  n o  r e a s o n  t o  cons i d e r  l owe r i ng 

i nt e r e s t  r a t e s , u n le s s  t h a t  became neces s a r y  t o  comba t u pwa r d  

p r e s s u r e  i n  t h e  exchange  ma r k et s .  The pos s i b i l i t y  o f  a 

t i g h t e r  po l i cy be i ng needed beca u s e  o f  s t r e n g t he n i ng demand  o r  

f a l t e r i ng s u p p l y  h a s  o n  t h e  ot h e r  h a nd bee n  a r e a l  one . 

U n t i l  t h e  publ i cat i o n  o f  t h e  t r ade  f i g u r e s  e a r l i e r  i n  t h e  d a y  

t h e  news f r om t h e  r e a l  economy h a d  bee n  mod e s t l y  r e a s s u r i ng ;  

t h e  t r ad e  f i g u r e s  pose a b i gqer  q u e s t i o n  ma r k .  

The l a t e s t  mo n t h ' s  Money and B a n k i ng f i g u r e s  added l i t t l e 

to t h e  debat e .  MO showed a d ec l i ne ,  y e a r  o n  yea r ,  f r om 5 . 3 % 

t o  4 . 5 % b u t  t h e  u nd e r l y i ng g r ow t h  i n  t he c u r r e nc y  c i r c u l a t i o n  

was r a t h e r  s t r o n g e r . Growth  i n  t h e  b ro ad e r  a g g r e g a t e s  w a s  

u nspectacu l a r , b u t  M 3 ' s  y e a r  o n  y e a r  i nc r e a s e  r ose  t o  2 2 %  f r om 

u nd e r  2 1 %  owi ng to t h e  d i sappea r a nce o f  t h e  l ow f i gu re f o r  

Aug u s t  1 9 8 6 . The r a t e s  o f  a n n u a l  g ro w t h  o f  M4 a nd M 5  we r e  

show i ng s i g n s  o f  acce l e r a t i o n . The g r owth  o f  s t e r l i ng ba n k  

l e nd i ng was  encou r a g i ng l y  mod e s t , b u t  wa s accompa n i ed b y  a 

r e s u mpt i o n  o f  l e nd i ng t o  UK bor rowe r s  i n  f o r e i g n  c u r r e n c i e s . 

I t  wa s h a r d  t o  f i nd conv i nc i ng e v i d e n c e  t h a t  s t e r l i ng a nd 

cu r r e ncy l e n d i ng w e r e  c l ose s u b s t i t u t e s  b u t , f o r  w h a t  i t  w a s  

wo r t h ,  t h e  sum o f  t h e  t wo i n  each  o f  t h e  l a s t  t w o  mo n t h s  wa s 

we l l  be low t h a t  e a r l i e r  i n  t h e  yea r . The Mo n e y  a nd Ba n k i ng 

f i g u r e s  t he r e fo r e  p r o v i ded l i t t l e add i t i on a l  e v i d e nc e  t o  

s u ppo r t  t h e  v i ew t h a t  t h e  economy was  o v e r h e a t i n g .  

 
Bank of England Archive (G4/214)



1 1 7  

M r  Gen r g e , reve r t i ng t o  t h e  ea r l i e r  d i s c u s s i on , sa i n  t h a t  

f r om t h e se descr i pt i ons  of  t h e  econom i c  a nd mo n e t a ry 

s i t u a t i on s  i t  was d i f f i c u l t  t o  see  a n y  pos s i b l e  case  f o r  a n  

e a s i e r  po l i cy sta nce . Dema nd was buoya n t , u nempl oym e n t  

f a l l i ng and  output  r i s i ng r a p i d l y ,  t h o u g h  not  f a s t  enough  t o  

p r e v e n t  a wo r s e n i ng cu r r e n t  acco u n t  ba la nce . I n f l a t i o n  

mea nwh i l e wa s s t i l l  r u n n i ng a t  a n  u n d e r l y i ng r a t e  o f  4 - 5 %  a s  

i t  h a d  been  f o r  t he l a s t  f o u r  o r  f i ve yea r s  w i t h  a g r e a t e r  

r i s k  o f  i t  r i s i ng a bove t h a t  l e v e l  t h a n  f a l l i ng b e l o w  i t .  

Desp i t e  t h i s  we we r e  repe a t ed l y  be i ng a s ked  t o  r e l a x  o u r  

po l i cy s t a nc e . He wa s not c l e a r  what  t h i s  i mp l i ed .  We r e  

t h o se who a r gued f o r  r e l a x at i o n  q u e s t i o n i ng t h e  a n a l ys i s  a nd 

sugges t i ng t h a t  such  r e l a xa t i on wo u l d  not r e s u l t  i n  

o v e r h e a t i ng a nd i n f l a t i o n ?  O r  w e r e  t hey s ug g e s t i ng t h a t  we  

we r e  pu r s u i ng t h e  w r o ng obj ec t i ve and  should  be p r e pa red  t o  

accept t h e  r i s k  o f  h i gh e r  i n f l at i o n ?  The a n a l ys i s  wa s o f  

cou r s e  a lways open t o  ques t i on - t h o u g h  t h e r e  was  a t  p r e s e n t  a 

good d e a l  o f  commo n g r o u nd among a n a l ys t s , both  i n  t h e  

o f f i c i a l  a n d  pr i va t e  sector s .  B u t  i f  i t  wa s t h e  obJ e c t i ve s  

t h a t  w e r e  be i no cha l l e n ged t h a t  wa s a p r e sc r i pt i o n  f o r  

r e t u r n i ng t o  t h e  1 9 7 0 s  and  wo u l d  l e ad t o  t h e  same r e su l t s . 

In t h e  d i scu s s i on wh i c h  fol l owPd S i r  Robe r t  Ha s l am 

r e pe a t ed h i s  v i ew that  t h e  e x ch a n g e  rate  l e ve l s  e n d o r s e d  by 

the Lou v r e  Ag r eement w e r e  ahout  r i g h t  but t h a t  t h e y  h a d  

subsequ e n t l y  hee n a l l owed t o  r i se : h e  suoge s t ed , w i t h  s u ppo r t  

f r om S i r  Co J i n  Co r ne s s ,  t h a t  too much emph a s i s  wa s be i ng 

p l aced  o n   t h e  money  supply  a n d  i n f l a t i on wh i ch 

cou l d  h a ve a d ve r se co nsequences  f o r  t h e  l o n g - t e rm 

compe t i t i ve n e s s  of Br i t i sh i nd u s t r y . 

e: .A. �<i'U-. 
t�-, lrY 0� '967 
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A COURT OF D I R ECTOR S AT THE BANK 

THURS DAY 1 OCTOBER 1 9 8 7  

P r e s e n t  

Th e Rt  H o n  Robe r t  Le i g h -Pembe r t o n , Gove r no r  

S i r  Geo r g e  B l u nd e n , Depu t y  Gove r no r  

Th e H o n  S i r  J o h n  F r a nc i s  Ha rcou r t  Ba r i ng ,  CVO 

S i r  Geo r g e  Ad r i a n  Hayh u r s t  Cad bu r y  

S i r  Co l i n  R o s s  Co r ne s s  

S i r  H e c t o r  La i ng 

S i r  Dav i d  Ge r a l d  Scho l e y , CBE 

Dav i d  A l a n  Wa l k e r , Esq 

S i r  Le s l i e  Cl a r e nce You ng , CBE 

John S t a n t o n  F l e mm i ng , Esq 

Anthony  Lau r i e  ro l e by , Esq 

1 1 8  

Th e M i nu t e s  o f  t h e  l a s t  Cou r t ,  h a v i ng been c i r cu l a ted , we r e  

approved . 

The r e  be i ng no comme n t s  on t h e  week l y  f i g u r e s , M r  Co l e b y , i n  t h e  

abse nce of  Mr  Geo r g e , spo k e  about  t h e  f o r e i g n  e x c h a nges  a n d  t he 

s t a t e  o f  t h e  domes t i c ma r k et s ,  b e f o r e  comme n t i ng on t h e  Of f i c i a J  

Rese r v e s  f i g u r e s  for  Sept embe r wh i ch wou l d  b e  r e l ea se d  t h e  

f o l l ow i ng d a y . 
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Und e r  t h e  wee k l y execut i ve r epo r t : -

1 M r  Wa l k e r  s a i d  t h a t  he  had  r e ce n t l y  v i s i t ed Ca n a d a  whe r e  h e  

had  b e e n  i n v i ted to g i ve seve r a l  t a l k s  t o  t h e  To r o n t o  S t oc k  

Excha nge  and  o t h e r  g r oups , a nd spo k e  of some of  t h e  

i mp r e s s i o n s  he  h a d  g a i ned d u r i ng h i s  v i s i t .  

2 The Depu t y  Gov e r no r  r em i nded  Cou r t  t h a t  t h e  new Ba n k i ng 

Act , w h i ch e n ha nced co n s id e r a b l y  t h e  Ba n k ' s  powe r s  o f  

s u pe r v i s i o n , came i n t o  f o r c e  t h a t  day ; a nd , w i t h  r e f e r e n c e  

t o  a M i n u t e  of  1 7  Septembe r ,  w e n t  on t o  e x pl a i n  t h e  l at e s t  

pos i t i o n  i n  Equ i t i co r p ' s  b i d  f o r  t h e  Gu i n ne s s  Pe a t  G r ou p .  

The Go ve r n o r  spoke ahout  t h e  I M F  a n d  I BR D  a n n u a l  mee t i n g s  wh i ch h e  

had  a t t ended  i n  Wash i ng t o n  e a r l i e r  i n  t h e  wee k , a n d  e x p a n d e d  o n  

some o f  the  s i g n i f i c a n t  po i nt s  w h i ch had  a r i s e n  d u r i ng t hose  

mee t i ng s . 

 
Bank of England Archive (G4/214)



A COURT OF D I RECTORS AT THE BANK 

THURSDAY 8 OCTOBER 1 9 8 7  

P r e se n t  

T h e  Rt  H o n  Robe r t  Le i g h - Pembe r to n ,  Gove r no r  

Anthony D a v i d  Loehn i s ,  Esq  

The  Hon S i r  John  F r anc i s  H arcou r t  Bar i ng ,  CVO 

S i r  C o l i n  Ross Corness  

Rodney Desmond G a lp 1 n ,  Esq  

Edwa r d  Alan  John Geor g e , Esq  

S i r  Mar t i n  Wake f i e ld Jacomb 

G a v i n  H a r r y  La i r d ,  Esq  

S i r  D a v i d  Ge r a ld Scholey , CBE 

D a v i d  Alan  Walke r ,  E s q  

D e r y k  Vand e r  Weye r , E s q , CBE 

W i l l i am P e t e r  Cook e , E s q  

J o h n  S tanton Flemm i ng , h s q  

T h e  M i nutes  of  t h e  l a s t  Cour t ,  hav i ng bee n c i r c u l a te d , we r e  

a pp r ov e d . 

 

The r e  be i ng n o  commen t s  o n  the wee k ly f 1g u r e s , M r  G e o r g e  spo k e  

a b o u t  t h e  f o r e 1g n  e xc hanges a n d  the s t a te o f  t h e  dome s t ic m a r ke t s . 

U nd e r  the wee k ly exec u t i ve r e po r t ,  the Gove r no r  spoke to C o u r t 

a bo u t  the next  s i x  month s ' developme n t s  i n  r e g u l a t i on o f  the  C i ty . 

W i t h  r e f e r ence to a M i nute of Comm i t te e  of T r e a s u r y  a nd Cou r t  o f  

1 7  Septembe r ,  a l e t t e r  f r om Me s s r s  F r e shf i e ld s ,  tog e ther  w i th a 

Deed  appo i n t i ng M r  H C E H a r r i s  to the Boa r d  o f  T r u s t e e s  o f  the 

Bank o f  Eng l and Pens i on Fund i n  succ e s s i o n  to M r  Dawk i n s , w e r e  

s u bm i t ted . 
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The Cour t approved thereof  a n d  ORDERED t h a t  the d oc umen t  i n  

que s t i o n  be s e a led  w i th the  Common S e a l  o f  t he B a n k . 

A t  t h e  Gove r no r ' s  i nv i t a t i o n ,  Mr L oe h n i s  i nt r od uced  the  

I nt e r n a t i o n a l  Economic Deve lopmen t s  pape r f o r  S ep tembe r .  

1 2 1  
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 15 OCTOBER 1987 

Present 

The Rt Hon Robert Lelgh-Pemberton, Governor 

S1r George Adr1an Hayhurst Cadbury 

The Hon Sir John Franc1s Harcourt Baring, CVO 

Freder1ck Br1an Corby, Esq 

Edward Alan John George, Esq 

Sir Robert Haslam 

S1r Mart1n Wakefie1d Jacomb 

Gavin Harry Laird, Esq 

Anthony Dav1d Loehn1s, Esq 

S1C Oav1d Gerald Scholey, CBE 

David Alan Walker, Esq 

Deryk Vander Weyer, Esq, CBE 

Will1am Peter Cooke, Esq 

John Stanton Flemm1ng, Esq 

The H1nutes of tne last Court, hav1ng been circulated, were 

approved. 
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Hr George commented on the weekly figures and went on to speak 

about the fore1gn exchanges and the state of the domest1c markets. 

Under the weekly executive report:-

1 The Governor referred to tne speech he had g1ven to the 

Northern Ireland Chamber of Commerce earlter 1n the week, in 

whlch he nad set out some cons1derat1ons relat1ng to the 

ownership of banks. 



1 2 3  

2 I n  r e f e r r 1 ng to the CBI  Repo r t  on I nd u s t r y/C i ty r e l a t i on s , 

wh i c h  had been publ i shed the p r e v i o u s  day , S i r  D a v i d  Scholey 

e nqu i r e d  whe ther  the B a n k , hav i ng taken the i n i t i a t i ve in  

s t im u l a t i ng the deba te , wo u ld c o n t i nue to be  i n v o lved . 

S i r  Ad r 1 a n  Cadbury s a i d  t h a t  the Repo r t  would now be debated 

a t  the CBI  Confe r ence and s ug g e s ted t h a t  any c omme n t  s h o u l d  

pe r haps awa i t  that event . 

A t  t he Gove r no r ' s  1 n v i t a t i o n : -

1 Mr Wa l k e r  i n t r od uced the l a t e s t  Repo r t  a nd F i nanc i a l  

S t a teme n t s  o f  M i no r i e s  F i nance L td a s  a t  3 0  J u ne 1 9 8 7 .  The 

Gove r n o r  expre ssed than k s  to Mr Wa l ke r  and h 1 s  c o l le a g u e s  on 

the v e r y  s a t i sfactory s i t u a t ion t h a t  now o b t a i ned w i t h 

M i no r i e s  F i nance L td .  

2 W i th r e f e r ence to a M 1 nute of 2 1  May , M r  George i n t r od uc ed t h e  

Depar tme n t a l  Wor k i ng Pa r ty Repo r t  on t he l oc a t i o n  o f  t h e  

Reg i s t r a r ' s  Depar tme n t , wh i c h  h a d  be e n  d i sc u s sed e a r l i e r  t h a t  

d ay a t  Comm i t tee o f  T r e a s u r y .  At the Gove r no r ' s  f u r t h e r  

i n v i t a t ion Me s s r s  D r a ke a n d  H a r r i s a l so a t te nded a s  the 

s u b j ect was one which would h a ve c o n s i d e r able e f f e c t  upon 

t he i r  r e spect ive a r e as o f  r e spons i b i l i ty .  

M r  George ide n t i f ied the m a 1 n  i s s ue s ;  the c o s t  o f  r e l oc a t i o n  

w h i c h  on a wo r s t  case bas i s  wo uld produce sav i ng s  o f  t he o r de r 

o f  £ 7 . 2 5mn per annum , r ep r e s e n t i ng a r a te o f  r e t u r n  o f  a b o u t  

1 5 % , wh i c h  w a s  a re asonable propo s 1 t 1 o n  f o r  t h e  p u b l 1 c  

s e c to r ; t he r i s k s  o f  d i s l oc a t ion t o  t h e  reg i s t r a t i o n  f u nc t i o n  

a n d  the g i l t edged m a r k e t  i f  too many s t a f f  qu i t  be f o r e  the 

move and s u f f ic i e n t  qu a l i f ied s t a f f  we r e  not p r e p a r ed t o  

re l oc a te - t h i s  r a i sed t h e  i s sue o f  ad j u s tm e n t s  i n  s a l a r y  a n d  

s a la r y  expec t a t ions ; the n e e d  f o r  soc i a l  a n d  ope r a t i o n a l  

r e asons to cons ide r a sea rch zone w i t h i n  a d ay ' s  r o u n d  t r i p  

f r om London ; and the need , f o r  pol i t ic a l  r e a s o n s ,  t o  l o o k  

spec i f i c a l ly a t  l oc a t ions i n  A s s i s ted A r e a s  w i t h i n  the s e a r c h  

zone , a nd i f  nec e s s a r y  def i ne prec i s e  r e as o n s  f o r  t h e i r  

r e j e c t i o n .  
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D u r i ng the d i sc u s s i o n  wh i c h  f o l l owed , que s t i o n s  we r e  r a i sed 

a bo u t  p r i va t i s a t i on a nd the poss 1 b 1 l i ty o f  the B a n k  

e s t a b l i s h i ng a sepa r a te c ompany t o  u nd e r t a k e  t h e  r e g i s t r a t i o n  

f u nc t i o n ,  a nd whether i t  w a s  nec e s s a r y  to m a i n t a i n  s u c h  a h ig h  

leve l o f  s e r v i ce i n  th i s  re spec t ;  the need t o  e n s u r e  t h a t  

once t h e  Reg i s t r a r ' s  Depar tme n t  h ad moved , the r e s i d u a l 

ove r heads were not then spread ove r the r e s t  o f  the B a n k ; and 

the poss i b i l i ty o f  f i nd i ng s u i table acc ommod a t i on i n  an 

e x i s t i ng bu i ld i ng r a th e r  than hav i ng one c u s t om b u 1 l t . 

I n  r e sponse , Mr George s a i d  that i t  was the B a n k ' s  

r e spons i b i l i ty to p r o v i d e  the se r v ic e  to Gove r nm e n t  o n  a 

c o s t - e f fe c t i ve bas 1 s ;  p r i va t 1 s a t ion would ac h i e ve t h i s  bu t 

the p r i v a te sector wo uld , i n  add i t i o n ,  requ i r e  a p r o f i t .  I t  

was f o r  Gove r nme n t  to dec i de on the qu a l i ty o f  se r v ice they 

r e q u i red - the l i qu i d i ty r e s u l t i ng f r om r ap i d  reg i s t r a t i on i n  

t he g i l t  m a r k e t  was one o f  i t s  a t t r ac t ions c ompa r e d , f o r  

exampl e , w i t h  the equ i ty ma r k e t .  The m a t t e r  o f  r e s i d u a l  

over heads was a conseque n t i a l  i s s u e  t o  b e  r e s o l ved w 1 th i n t h e  

B a n k ; a nd t n e  poss i b i l i ty o f  u s i ng an ex i s t i ng bu i ld i ng w a s  

o n e  on w h i c h  the Bank  would c e r t a i n l y  t a k e  adv ic e  f r om l oc a l  

e s t a te ag e n t s . 

Cons i de r able conc e r n  was then expre ssed on the v a r i o us 

s t a f f i ng i s s ues that were r a i sed by r e l oc a t i o n ; the n e ed f o r  

adeq u a t e  i nc e n t i v e s  for  s t a f f  to r e ma i n  1 n  London u n t i l  the 

move took  p l ace ; the need for adequate r e l oc a t i o n  te r m s ; and 

the need f o r  f i rm a s s u r a nc e s  to the s t a f f  t h a t  the s e  would be 

dea l t  w i th sympathe t ic a l ly . I t  was ag r e ed t h a t  the d e t a i led 

a r r a ng eme n t s  on these i s sues should be l e f t  t o  the d i sc r e t i on 

o f  the Gove r no r s .  

C o u r t  then ag r e ed : -

( i ) to e nd o r s e  in p r 1 nc i ple , and s u b j ec t  to d i sc u s s i on w i th 

HMT o f  the f i nanc i a l  a r r angeme n t s ,  the m a i n  

recomme nd a t 1on o f  the Reg i s t r a r ' s  D e p a r tme n t a l  Wor k i ng 

Pa r ty that the Depar tme n t  ( e xcept CGO ) s ho u ld move away 

f r om London ; 
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( i i )  t o  i n v i te the Wo r k i ng P a r t y  t o  p r oduce b y  e nd - F e b r u a r y  

1 9 8 8  a t  the l a t e s t ,  a s ho r t  l i s t  o f  s u 1 ta b l e  l oc a t i o n s  

w i t h i n  a day ' s  r o und t r ip f r om London , i n c l ud i ng an 

exam i n a t i on o f  A s s i s ted Areas w i t h i n  t h a t  r ad i u s ; 

( i i i )  ( a ) that anyone i n  the Depa r tme n t , except c o n t r ac t  

s t a f f ,  w i s h i ng t o  r e l oc a te may do so ; 

( b ) that eve r y  e f fo r t  should be made to r ed e p l oy w i t h i n  

the Bank those s ta f f  that d o  not w i s h  t o  r e l oc a te ; 

( c )  that a seve r a nc e  sc heme , on the l i ne s  o f  o t h e r  

recent scheme s ,  s h o u ld b e  made a va i l a b le f o r  t h o s e  

st a f f  choo s i ng not to r e locate w h o  a r e  s t i l l  wor k i ng 

in the Depar tme n t  when the i r  j o bs a r e t r a n s f e r r e d  

and w h o  cannot b e  r edeployed to o t h e r  j o bs w i t h i n  

the Ban k ;  and 

( d )  that the ma i n  e leme n t s  of the f i n a nc i a l  a r r angeme n t s  

f o r  s t a f f  t r an s f e r  o r  seve r ance s ho u ld b e  p r e p a r ed , 

a l so by end-Feor u a r y  1 9 8 8 , f o r  announcement to the 

st a f f ;  

( iv)  that tnese dec 1 s 1 o ns should be anno unced i mmed i a t e l y  t o  

the s t a f f ,  w i th an i n d ic a t i on t h a t  1 t  i s  u n l i k e ly t h a t  a 

move could beg i n  be f o r e  1 9 9 0  a t  the e a r l i e s t . 

LA. �� 
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A COURT OF DIRECTORS A'r THE BANK 

THURSDAY 22 OCTOBER 1987 

Present 

Sir George Blunden, Deputy Governor 

Sir George Adrian Hayhurst Cadbury 

Or David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Frederick Brian Corby, Esq 

Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 

Anthony David Loehnis, Esq 

David Alan Walker, Esq 

Anthony Laurie Coleby, Esq 
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The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the domestic markets. 

Under the weekly executive report:-

l Mr George explained that 1n v1ew of the physical dislocation 

of the City the previous Friday following the storm the 

previous night, it had been the Bank's view that it was 

impossible to carry out effective clearing settlements that 

day. 
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In the circumstances, the Bank had seen no alternative to 

postponing the clearing settlement until the following Monday 

and had issued a notice to that effect which had been followed 
by an affirming notice from the four big Clearing Banks. 

Discussions had taken place with Messrs Freshfields and with 

HM Treasury to see whether the closure might be approved under 

tile Banklng and Financial Services Act 1971, but this had not 

proved possible. In response to a suggestion that action 

should be taken to anticipate a similar situation in the 

future, the Deputy Governor said that a Committee was 

currently cons1dering Laws affecting Banking and the matter 

would be referred to them for their consideration. 

2 The Deputy Governor said that as a result of the collapse of 

the equity market earlier that week, a team from the Bank with 

representation from the Stock Exchange was monitoring the 

position of the market makers in equit1es, many of whom had 

suffered considerable loss, or potential loss. The team, led 

by Mr Qu1nn, was keeping in toucn w1th a similar group 
established by the Federal Reserve Bank in New York. 

At the Deputy Governor's invitation:-

1 Mr Corby as Chairman of the Staff Committee introduced the 

Chief of Corporate Services ' Report on Staffing Policy for the 

Bank1ng Staff. Mr Harris, who had been invited to attend 

Court, drew attention to some aspects of his Report, which was 

laid before Court. 

In the discuss1on which followed quest1ons were asked about 

the Union's position on various issues following the transfer 

of engagements to BIFU. The Union had not yet responded to 

the decision to relocate the Registrar's Department although 

it was expected that they would be act1ve in seeking 

sympathetic treatment for the staff concerned. Further 

issues that remained outstanding concerned the Recognition and 

Procedural Agreement, the creation of a separate bargaining 

unit tor managerial staff, and amendments to the existing 

provtsions for arbitration whicn Mr Harris would pursue with 

them shortly . 
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S1r Adrian Cadbury recalled that there had been considerable 

debate during the Reclass1f1cation exercise about the need to 

~eep all levels of staff aware of the Ban~'s objectives . The 

Deputy Governor sa1d that w1th the new managerial structure it 

was the intention to place greater emphas1s on communicat1on , 

and although 1t was not appropriate to draw up a corporate 

plan for an institution such as the Ban~, Mr Harris proposed 

to produce, at the complet1on of this budget cycle, a document 

drawing together the obJectives of the various Divisions and 

Departments of the Bank; this to some extent would be a 

substitute for a corporate plan . Th1s document would be made 

widely available. 

2 In commenting on the statement of recent secondments and 

retirements of Senior Officials and Officials under the 

Restricted Severance Scheme, Mr Harris explained that as a 

result of these retirements considerable restructuring had 

taken place, particularly in the Banking and Reg1strar's 

Departoents, with many JObs now being done at a lower levtl 

and other staff not be1ng replaced . ThlS had generated a 

saving of 6 . 4\ in salar1es to date, compared with a target of 

7%, and further ret1rements were expected. 

3 Mr Taylor, in the absence of Mr Flemming, presented the 

Econom1c Report for October . 

4 Nlth reference to the prov1sional Money and Banking Figures 

for September, Mr Coleby 1ntroduced the regular monthly 

discussion of monetary policy . As Hr Taylor had explained 

edrlier, the economy rema1ned buoyant with much greater risk 

of demand outstr1pp1ng supply than of its proving to be 

deficient . The recent monetary data confirmed this: MO 

continued to rise at annualised rates of 8-9\, and was now 

4.9\ higher than a year ago seasonally adjusted; this 

accorded with the recorded strength of consumption 

expenditure. The increases in the growth of broad money were 

quite modest on the month, M3 rising by 0.8\ and M4 and MS by 

0 . 5\ . The decline in H3's year on year growth was misleading 

as the figures for September 1986 were 1nflated by the TSB 
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share off er. Overall, the figures for the past month gave no 

grounds for greater concern than in the previous month . 

However the counterparts called for some attent1on . There 

had been a degree of overfunding in the PSBR, and there had 
been a substantial depressing effect of other counterparts, 

caused particularly by the Rights Issue by Midland Bank and 

elements of capital outflow reflecting acquisitions abroad. 

The expansionary counterpart was bank lending at £4.4 bn, 

which had caused concern in the markets. The 23 l/2% growth 

of bank lending over the past year reflected a considerable 

ga1n 1n the share of the residential mortgage market from the 
building societies. Putting bank and building society 

lending together - the M4 lending counterpart - produced lower 

growth, at about 20\. Although the figure for sterling 

lending was high in September that for lending of foreign 

currency was relatively low. The composition of lending in 

recent months did not support the proposition that there had 

been a sharp increase in debt-financed consumption. So the 

lending figures were not perhaps qu1te so alarming as they 

might seem at f1rst s1ght, but they did provoke the question 

whether some tightening of monetary conditions would be 
desirable . 

Any tightening of poi1cy in reaction to the monetary 

situation, however, would be likely to result in a firmer 

exchange rate which might be unwelcome for other reasons. 

The recent fall in the stock markets woulc:i have a 

disinflationary effect. Its strength would vary from country 

to country, undoubtedly having a greater impact in the US than 

in the UK where the effect might be no more than a modest -

and indeed welcome - depressant. The UK might, however, also 

be affected by any reduct1on in global demand as a result of 

deflationary pressures experienced in other countries . 

5 Sir Hector Laing spoke about some of the impressions he had 

gained during his recent visit to the Far East. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 29 OCTOBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

or David Valentine Atterton, CBE 

Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Robert Haslam 

Sir Hector Laing 

Gavin Harry Laird, Esq 

Anthony David Loehnis, Esq 

Sir David Gerald Scholey, CBE 

oavid Alan Walker, Esq 

Deryk Vander Weyer, Esq, CBE 

Sir Leslie Clarence Young, CBE 

The Minutes of the last Court, having been circulated, were 

approved. 

Mr Galpin drew attention to the effect of changes in exchange 

rates on the weekly figures. Mr George then spoke about the 

foreign exchanges and the state of the domestic markets. 

Under the weekly executive report the Governor spoke about the 

BP Issue. He said that the Underwriting Agreement required the 

Bank to make an assessment of the situation when a maJority of 
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United Kingdom underwriters considered that they were no longer 
confronted with a proper underwriting risk and when the Treasury 
did not accept that JUdgement. This situation now existed and 
the Bank had today been asked for its assessment. The 

1 31 

underwriters and Treasury were required subsequently to take full 
account of the assessment but were not bound by it. The process 
of assessment, which involved a degree of formality, had started 
and the Bank were being advised by Allen and Overy, Freshfields 
having been retained by the underwriters. 

The Governor asked Court if they would be content for the 
Governors and Executive Directors to undertake this task as a 
sizeable maJority of Non-Executive Directors would be faced with 
conflicts of interest if they were consulted. Court agreed that 
the Governors and Executive Directors should proceed on the basis 
mentioned. The Governor added that it was hoped to complete the 
assessment and report to the Treasury and underwriters by the end 
of the day. It was agreed that a copy of the Bank's assessment 
would be made available to Members at next week's Court. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 5 NOVEMBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir George Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Hector Laing 

Anthony oavid Loehnis, Esq 

David Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

John Stanton Flemming, Esq 
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Court expressed their sadness on learning of the death of the 

Rt Hon Lord Cobbold, KG, GCVO, who had serv~d the Bank 

continuously from 1933 until 1961, and recoroed their appreciation 

of his long and loyal service throughout that period. 

It was agreed that the Governor should convey to Lady Cobbold and 

her family the sympathy of the Court of Directors. 

The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic markets, 

before going on to speak about the Official Reserves figures for 

October, published the previous Tuesday, which recorded the 

largest increase ever of $6 . 5 bn. 



133 

Following a brief discussion of the factors contributing to the 

continuing fall in the markets, particularly in London , it was 

suggested that after further research this might be discussed 

again at a later date. 

Under the weekly eKecutive report:-

l With reference to a Minute of 22 October, Mr Galpin explained 

that a Working Party led by Mr Quinn had been meeting daily to 

monitor the pos1tion of the equity market makers and of the 

banks eKposed to them. There was no evidence at present to 

suggest that any significant players had problems that could 

not be contained, though some of the smaller institutions may 

be eKperiencing difficulties. 

2 Mr Loehnis brought Court up to date with the present state of 

negotiations between commercial banks and Brazil on a plan to 

avoid Brazilian debt in the books of us banks being declared 

"value impaired" by the us Regulatory Committee, ICERC. 

With reference to a Minute of the previous week, the Governor 

eKplained to Court the action that the Bank had subsequently taken 

in its role as independent assessor in the matter of the BP Share 

Issue, and drew attention to the Bank's Assessment under Clause 

8.0: of the BP FiKed Price Offer Underwriting Agreement of 

15 October 1987, copies of which had been made available to 

Members. 
The Governor went on to speak about the problems which had arisen 

as a result of comments in the Press about the alleged dispute 

between the Bank and the Treasury over the authorship of the 

safety-net scheme, and drew attention to the issue of whether the 

Bank should have to arbitrate between the Government and the 

markets. 

At the Governor's invitation:-

Mr ~oehn1s spoke about the Overseas Trade Figures for 

September which had been released on 23 October . 
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2 Mr Flemming presented the Economic Commentary section of the 

November edition of the Quarterly Bulletin which included a 

paper on the latest Bank Forecast of the world Economic 
Prospects . 

3 Mr Loehnis commented on the International Economic 

Developments paper for October . 

• 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 12 NOVEMBER 1987 

Present 

The Rt Hon Robert Lelgh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or David Valent1ne Atterton, CBE 

The Hon Sir John Franc1s Harcourt Bar1ng, CVO 

Sir George Adrtan Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Sir Col1n Ross Corness 

Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 

S1r David Gerald Scholcy, CBE 

Dav1d Alan Walker, Esq 

Deryk Vander Weyer, Eso, CBE 

William Peter CookP, Esq 

John Stanton Flemming, Esq 

The Minutes of the last Court, having been circulated, were 

approved. 
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There being no comments on the weekly ftgures, Mr George spoke 

about the foreign exchanqes and the state of the domestic markets. 

With reference to a Minute of the prev1ous week, Mr Walker 

introduced a paper on the equity markets in October and November 

wh1ch assessed the recent performance of the market in London with 

some comparison with New York and Tokyo. In the d1scussion which 

followed it was agreed that it was too soon to draw f1rm 
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conclusions from the evidence available but continuing analysis 

would be important and helpful. But one clear lesson that could 

be drawn from the recent experience was the need for still closer 

attention to prudential supervision of capital market 

intermediaries. 

There were no items for mention under the weekly executive report. 

At the Governor's invitation:-

1 The Deputy Governor introduced a Recommendation of the 

Governors concerning a number of appointments and promotions. 

It was agreed that:-

(il Conseauent upon the forthcoming retirement of 

D P F Somerset on 29 February 1988, the following 

appointments be made:-

G M GILL 

Head of the Foreign Exchange to be Chief of the Banking 

Division and an Assistant Department and Chief 

Director. Cashier with effect from 

l March 1988. 

~ D K W POOT 

A Senior Official on 

secondment to the IMF in 

Washington. 

T A CLARK 

An Official, currently a 

Senior Manager in the Gilt 

Edged Division. 

to be Head of the Foreign 

Exchange Division on hts 

return. 

to be Senior Official, 

Epsilon, and to become 

Head of Financial 

Supervision General 

Division with effect from 

16 November 1987. 



137 

!ii) Consequent upon the forthcoming retirement of N R Bedford 
on 31 December 1987, the following appointment be made:-

An Official, currently 
Manager 
Management services. 

to be a Senior Official, 

Epsilon, and to become 
Staff Manager, Corporate 
Services Department with 
effect from 1 January 1988. 

(iiil FOllowing the reallocation of responsibilities within the 
Corporate Services Department, the following appointment 
be made:-

An Official, currently 
Principal of Premises 
Division. 

to be a Senior Official, 
Epsilon, and to become 
Divisional Chtef, Premises, 
with responsibility for 
Policy and Strategy, in 
addition to his present 
responsibilities, with 
immediate effect. 

2 Sir Hector Laing, Chairman of the Debden Committee, introduced 
a Recommendation of that Committee concerning Senior Salaries 
at the Printing Works. 

It was agreed that conseauent upon a review of the Printing 
Works Senior Offictals' Salary Structure the following changes 
be made:-

(i) With effect from 1 July 1987 the salaries of the General 
Manager and the two Deputy General Managers be increased 
as follows:-

A W JARVIS, 

General Manager from to 



Development & Commercial 

Manager 

Works Manager 

from 

from 

138 

to 

(iil Future increases in salary related to the general level 

of annual awards in the printing industry to be 

deterreined by the DPbden Committee; any proposed 

increase unrelated to such awards to be referred to Court. 

3 With reference to a Minute of the previous week, Mr Flemming 

drew attention to some aspects of the November edition of the 

Quarterly Bulletin and the latest edition of Bank Briefing, 

both of which were due to be published later in the oay. 

4 Sir Adr1an Cadbury and Mr Corby commented on the CBI Annual 

National Conference wh1ch they had both attended the previous 

week. 

The Governor spoke about his recent visit to Eastern Europe where 

he went to Romania, Yugoslavia, and Bulgaria. 

r 
).-
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 19 NOVEMBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 
S1r George Blunden, Deputy Governor 
The Hon sir John Francis Harcourt Baring, CVO 
Sir George Adrian Hayhurst Cadbury 
Frederick Brian Corby, Esa 
Sir Colin Ross Corness 
Rodney Desmond Galpin, Esq 
Edward Alan John George, Esq 
Sir Robert Haslam 
S1r Hector Laing 
Gavin Harry Laird, Esq 
Anthony David toehnis, Esq 
Sir oavid Gerald Scholey, CBE 
Deryk Vander Weyer, Esq, CBE 
Sir Leslie Clarence Young, CBE 

John Stanton Flemming, Esq 
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The Minutes of the last Court, having been circulated, were 
approved. 

The Governor drew attention to one point in the weekly figures. 
Mr George spoke about the foreign exchanges and the state of the 
domestic markets. 

There were no items for mention under the weekly executive report. 
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At the Governor's invitation:-

Sir oavid Scholey presented a Report of the Audit Committee 

which summarised the Committee's view of the Report submitted 

by Deloitte, Haskins and Sells, the external auditors, on the 

results of their audit of the Bank's accounts. He went on to 

say that a draft Letter of Engagement governing the auditing 

activities of Deloittes, and a subsidiary document formal1s1ng 

the relationship between the external auditors and the Audit 
Div1sion were now available for signature by both parties and 

would be considereo by the Audit Committee at their meeting 

the following week. 

2 With reference to a Minute of 29 May 1986, Mr Loehnis 

introduced a paper which discussed the question of possible ux 

entry into the exchange rate mechanism of the European 

Monetary System and explained that the case for and against UK 

membership remained as outllned in the paper discussed the 

previous year. Although there was continuing pressure for UK 

participation, particularly from existing members of the EMS, 

membership would introduce external constraints on domestic 

economic policy. Mr George commented that since the last 

discussion we had had experience, in relation to the 

deutschemark, of what it might be like to work within the EMS, 

but although we had succeeded in keeping within the margins, 

since the pressures on sterling had been mainly upwards, this 

had only been achieved by compromising on dom~stic policy. 

The real test would be when the pressures move consistently 

downwards. During the discussion which followed, 1t was 

suQgested that although there were attractions in shadowinQ 

the EMS and at the same time maintaining an independent 

stance, such action, particularly at a time of movement 

towards a single financial market, did not ~isplay a serious 

commitment to the EEC, which was the Political case for 

Joining the mechanism. 
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3 With reference to a Minute of 24 September 1987, Mr Flemming 

introduced a paper on UK competitiveness and third country 

cross rates which discussed movements in both cost and price 

competitiveness and the effects of movements not only in 

sterling but also in other e xchange rates, notably the dollar 

and the deutschemark . The conclusions that could be drawn 

were that changes in cross rates impinged differentially on 

different industries although some industries gained while 

others lost . Overall the effective exchange rate did its JOb 

well and if it was unchanaed the losses for some sectors would 

be offset by the aains to others. 

In drawing attention to the press reaction to the November edition 

of the Quarterly Bulletin which had been published the previous 

week, the Governor explained that the statistics relating to the 

UK ' s net external asset position for 1986 had been incorrect. 

The figures quoted indicated that the UK was top of the 

international league whereas our correct position was second to 

Japan. 

,/? 

~. JJ. ~Jr.. !;. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 26 NOVEMBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Sir George Adrian Hayhurst Cadbury 

Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Robert Haslam 

Gavin Harry Laird, Esq 

Anthony oavid Loehnis, Esq 

Sir oavid Gerald Scholey, CBE 
David Alan Walker, Esq 

Deryk Vander Weyer, Esq, CBE 

Sir Leslie Clarence Young, CBE 

William Peter Cooke, Esq 

John Stanton Flemming, Esq 

Anthony Laurie Coleby, Esq 

The Minutes of the last Court, having been circulated, were 

approved. 
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Mr Galpin commented on the weekly figures and Mr George spoke 

about the foreign exchanges and the state of the domestic markets. 
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Under the weekly executive report:-

1 With reference to a Minute of 5 November 1987, Mr Loehnis 

commented on the latest position regarding the Brazilian 

debt neqotiations and explained that contrary to recent 

press reports, the Bank had not put pressure on two UK 

banks to Join the interim re-financing package. It now 

appeared that they would go a!ong with this of their own 

volition, although there were st1ll a number of obstacles 

to be overcome before the whole oackage could become 

effective. 

2 With reference to a Minute of 9 April 1987, the Deputy 

Governor informed Court that earlier that morning 

J s G Boggs, who had been charged under the Forgery and 

Counterfeiting Act 1981, with reproducing banknotes witho~t 

permission, had been found not guilty. This verdict might 

create serious problems for the Bank. 

At the Governor's invitation:-

1 Mr Loehnis spoke about the Over~eas Trade Figures for October 

which had been released the previous Tuesday. 

2 In introduc;nq the Report of the Committee on Permanent 

Control of Exoenditure, the Deputy Governor drew attention to 

the estimated outturn for personnel costs which was likely to 

exceed budget by £2.4 mn in the year 1987/88. He explained 

that the part of the 1ncrease in salar1es arising from 

Reclassif1cation which was to be self-financing would not be 

fully offset until the following budget year. The Report was 

approved . 

3 

1 4 

~ 

Mr Flemming presented the Economic Report for November. 

With reference to a paper on recent trends in Sectoral Money, 

Mr Coleby explained that the paper provided some background to 

the interpretat1on of monetary developments, showing in 
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particular the effect of competition between banks and 
bu1lding societies on broad money aggregates and personal 
sector borrowing, and the recent contribution to monetary 
growth of the transactions of other financial institutions. 
Referring to the provisional Money and Banking Fiqures for 
October, he said that the indications were that MO grew by 
0.6\ on the month, with the twelve-month rate of growth of the 
currency c1rculat1on continuing to rise to between 5 and 
5.4\. Broad money had 9rown very fast: MJ had increased by 
3.4\ during the month to 22.2\ year on year, with 
corresponding figures for M4 and MS of the order of 2\ month 
on month and 15-16\ year on year. Special factors in October 
made it hard to extract underlying information from these 
figures. Anticipation of the BP share issue undoubtedly 
caused a build-up of money balances both by persons and by 
builaing societies, which were not in the event drawn upon. 
The understanding associated with the exceptionally heavy 
intervention in the foreign exchange market was an even 
greater expansionary influence. Both factors might be 
expected to unwind in the coming months. The October figures 
for sterling bank lending recorded a growth of E2.9 bn 
compared with E4.3 bn in the previous month, but there was a 
noticeable increase in foreign currency lending. 
Although there were some grounds for expecting somewhat slower 
growth in broad money in the coming months 1t could be some 
time before this was reflected in the figures year on year. 
All in all the Money and Banking Figures confirmed the real 
economy statistics which indicated that the economy remained 
buoyant. 
In addressing the policy issues, Mr George said that over the 
past month the Bank had been immediately concerned with trying 
to stabilise the financial markets. The fall in interest 
rates had to be seen in that context, as too should our 
restrained approach to funding. But the underlying concerns 

remained. 
lt was still too early to assess the 1mpact of the recent fall 
1n stock market prices but that in itself could prove 
beneficial in cooling the economic temperature which had 
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become fever1sh. The survey evidence so far d1d not 1nd1cate 
that 1t had had any real 1mpact on bus1ness opt1m1sm or 
1nvestment plans, but anecdotal ev1dence was less sangu1nc. 
The depress1ve effect on the UK and on world trade ~ay JUStify 
the lower1ng of 1nterest rates that had taken place, and the 
weak dollar and related strength of sterltng would also have a 
restra1n1ng effect. 

However, there were disturb1ng signs elsewhere, particularly 
pay pressures and publ1c sector pr1ce 1ncreases, and taken 
together w1th the underly1ng strength of the economy before 
the Stock Market crash, that there was no present 
)USttf1cat1on for a further easing of policy on domest1c 
grounds. Nor was it clear that the internat1onal sttuatton 
requtred any further easing of policy by the UK. The 
tmbalances were concentrated in the US on the one hand, and 
Germany and Japan on the other, but act1on by them could lead 
to upward pressure on sterling which would represent a 
t1ghten1ng of monetary conditions. 
our1ng the d1scuss1on that followed, some concern was 
expressed about the 1mpact of the Stock Market pr1ce fall on 
bus1ness conf1dence and 1nvestment plans. It was noted that 
Mr Charkham was currently 1n discuss1on with 1ndustr1al1sts on 
th1s 1ssue and 1t was agreed that a further d1scuss1on would 
be valuable once his enqu1r1es had been completed. 

< 
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A COURT OF DIRECTORS AT TH£ BANK 

THURSDAY 3 DECEMBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir George Adrian Hayhurst Cadbury 

Rodney Desmond Galpin, £sq 

£dward Alan John George, £sq 

Sir Robert Haslam 

Anthony David Loehnis, £sq 

David Alan Walker, £sq 

Sir Leslie Clarence Young, CB£ 

William Peter Cooke, £sq 

John Stanton Flemming, £sq 

The Minutes of the last Court, having heen circulated, were 

approved. 
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Hr Galpin commented on the weekly figures and Hr George spoke 

about the foreign exchanges and the state of the domestic markets, 

before goino on to speak about the Official Reserves f1gures for 

November which had been published the previous day. 

Under the weekly executive report:-

Mr George explained that under the terms of the BP Repurchase 

Scheme, the offer could be closed at any time between 

11 December and 6 January subJect to five working days notice 

be1ng given. At present, the likelihood was that the market 



147 

price, taking into account commission and dealing costs, would 
continue to be below the offer price of 70p per share and that 
the offer would run on until the final closing date. 

2 Hr Walker informed Court that it was proposed to change the 
name of the Financial Supervision General Division to 
Financial Markets and Institutions Division, which would more 
accurately reflect the nature of the responsibilities of that 
Division. 

3 With reference to a Minute of the previous week and earlier, 
Hr Loehnis said that the four UK clearing banks had now agreed 
to JOin the first stage of the interim refinancing package for 
Brazilian debt: they had however sought to set down 
conditions about the longer term arrangements. 

At the Governor's invitation:-

1 With reference to a Minute of the previous week, Mr Charkham 
attended Court to present a paper, Industrial Investment: 
Recent Modif1cations to Companies Plans, which he had prepared 
following his discussions with a nureber of company chairmen, 
concerning changes in investment plans resulting from the 
decline in the Stock Market. A brief discussion ensued. 

2 Mr LOehnis introduced the International Economic Developments 
paper for November, before going on to speak about the World 
Economy Forecast for Autumn 1987. 

e!: ~.>J·t~· 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 10 DECEMBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Dr David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir Geocge Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Sir Colin Ross Corness 
Rodney Desmond Galpin, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 

Sir oavid Gerald Scholey, CBE 

oavid Alan Walker, Esq 

Deryk Vander Weyer, Esq, CBE 

William Peter Cooke, Esq 

The Minutes of the last Court, having been circulated, were 

approved. 

148 

There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic markets. 

Under the weekly executive report:-

With reference to a Minute of 24 September, Hr Galpin reminded 

Court of the discussions on capital adequacy requirements that 

had taken place previously at meetings of the Basle 
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Supervisors Committee under the chairmanship of Mr Cooke and 
explained that the Report of that Committee had been endorsed 
by the Central Bank Governors of the G.lO countries the 

prev1ous weekend. Tne Report, in the form of a consultative 
paper, would be published later that day: consultations would 

then ta~e place over a period of six montns witn the intention 
of moving towards convergence of capital adequacy requirements 
thereafter. 

Having just returned from the press conference, Mr Cooke said 
that although the press had tended to concentrate on tne areas 
of difference he was hopeful tnat they would accept the 
overall benefits of the agreement whicn was designed both to 
strengthen the system and to level tne playing fields 

internationally, and which hopefully would achieve a broad 
measure of consistency with the EEC proposals when these were 
enacted in due course. 

In commenting on the success of the agreement, the Governor 
said that 1t was a great personal achievement on the part of 
Me Cooke and reflected great credit on the Bank wno had taKen 

a major role in the negotiations. 

In response to a question from Sir Oavid Scholey about the 
possibility of extending convergence to cover the security 

markets, the Deputy Governor said that the Bank were aware of 
the need but, because of the lack of a natural forum such as 

the G.lO Central Bank Governors, tnere was no obvious way 
ahead. Nevertheless, steps were already under way to discuss 

pr1vately the issue of systemic rtsk with the Federal Reserve 
Bank of New York, the us Securities and Exchange Commission 
and the Securities and Investments Board. 

2 The Governor reported to Court that tne Chancellor of tne 

Exchequer had expressed his concern about the level of recent 
intervention, particularly in us dollars and had suggested 
that in future intervention should concentrate on purchasing 

deutschemarks. Tne Governor bad explained to the Chancellor 

tnat such action would be in breach of a formal agreement 
between European central banks which precluded the purchase of 

each other's currencies witnout prior agreement. The Germans 
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had withheld such agreement and informal discussions with 
Central Bank Governors at Basle the previous weekend had 
indicated that there would be considerable criticism of the UK 
if such a policy were adopted . 

Nevertheless the Chancellor had instructed the Bank to pursue 
this policy . The Governor had sought a meeting with the 
Prime Minister to voice his concerns, and folJowing that 
meeting, at which the Chancellor had been present, the 
instructions had been confirmed, although we would be 
permitted to purchase agreed amounts of Prench francs and some 
other currencies as well. Even this, the Governor said, 
would cause great anxiety among European central banks and 
could become a political issue. However, the Bank had done 
all that it could; in the final analysis we were acting as 
agents of HM Treasury. 

During the discussion which followed the Non-Executive Members 
of Court expressed their grave concern that the Bank was 
effectively being instructed to renege unilaterally on a 
multi-national agreement. 

At the Governor's invitation:-

Sir Adrian Cadbury presented a Report of the Trustees of the 
Court Pension Scheme which was laid before Court, and 
introduced a proposal from the Trustees of the Court Pension 
Scheree that, following the death of Lord Cobbold, 
Lady Hermione Cobbold be paid a pens1on of £15,143.50 per 
annum from the Scheme. The proposal was approved, with the 
proviso that the amount should be reconsidered if the level of 
pension proved inadeauate. 

2 or Atterton introduced a Report of the Charitable Appeals 
Committee which was laid before Court. 

3 Sir oavid Scholey introduced a Report of the Audit Committee 
wh1ch sought Court's approval for a letter of engagement 

covering Oeloitte, Haskins and Sells' auditoria! activities at 
the Bank to be acceded to by the Bank, Messes Freshfields 
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having confirmed that it was in a fit and proper form. The 

Report was approved. 

4 Mr Walker commented on the Report of the activities of the 

Bank's ~holly-o~ned subsidiary, Debden Security Printing 

Limited, which was laid before Court. Court noted the recent 

changes that had taken place on the Board of Directors and 

confirmed the following as Directors of Oebden Security 

Printing Ltd:-

Mr 0 A Walker (Chairman I 

Mr A W Jarvis (Managing Director) 

Mr c Barker (Non-Executive) 

Or A J Hayter (Non-Executive) 

Mr B H Hancock 
Mr M c Stanley 

...., 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 17 DECEMBER 1987 

Present 

The Rt Hon Robert Leigh-Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or oav1d Valent1ne Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, cvo 
Sir George Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 

Anthony oavid Loehnis, Esq 

S1r oav1d Gerald Scholey, CBE 

oavid Alan Walker, Esq 

Deryk Vander Weyer, Esq, CBE 

Sir Leslie Clarence Young, CBE 

William Peter Cooke, Esq 

John Stanton Flemming, Esq 
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The Minutes of the last Court, having been circulated, were 

approved . 

In the absence of Mr Galpin, Mr George commented on the weekly 

figures before goinq on to speak about the foreign exchanges and 

the state of the domestic markets. 
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With reference to a Minute of the previous week, the Governor said 

that followinq that discussion at Court he had written to the 

Chancellor of the Exchequer - copying his letter to the Prime 

Minister - expressing the concern of the Non-Executive Directors 

about the situation relating to intervention policy in which the 

Bank had been compelled to renege on an article contained in a 

formal agreement entered into by the Sank and other central 

banks. He went on to explain that he had received 

representations from several Central Sank Governors in Europe and 

the USA, and understood that HM Treasury had received a similar 
response. 

To some extent the embarrassment of the revised policy on 

intervention had been alleviated because the upward pressure on 

sterling had eased; but this might only be temporary and upward 

pressure could continue into the new year. The Governor said he 

would be attending a meeting at H~ Treasury the following day to 

discuss alternative policy responses to the present situation and 

although some alleviation of policy was possible, formal 

abrogation of it was unlikely. 

Under the weekly executive report:-

Mr Walker said that later that day the Chancellor of the 

Exchequer would announce that the Series 0 £1 notes would 

cease to be legal tender from 11 March 1988. Although this 

was an important and necessary legal step the notes would 

nevertheless continue to be payable at the sank after that 

date. The Chancellor would, at the ~ame time, be announcing 

new coins of Sp and lOp denominations. 

2 In referring to the interim results of 3i for the half year 

ended 30 September, Mr Walker explained that they were 

impressive. Realisation profits had been particularly high 

in the half year {£92 mn compared with £63 mn for the whole of 

the previous year) and the Group could look forward to 

disposal of part of the whole of its 40\ stake in S.Cal which 

has long been written down to zero in the balance sheet. On 

the negative side, however, the estimated effect of the Stock 

Market fall in the investment assets of the Group was that 
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these had fallen in value from £827 million at end-September 
to £427 million at end-November. 
Mr Walker added that while several of the CLSB shareholders 
had on occasion expressed their interest in reducing or 
disposing of their stake in the Group, the Bank had 
consistently emphasised to the Chairman and management of 3i 
that it would continue to be a firm, long-term holder. 

A letter from Messes Freshfields was submitted together with a 
document to be sealed, namely a Licence granted by the Bank 
permitting Messes Fairhursts to carry out certain specified 
alterations to their Offices at Manchester Branch. 

Court approved thereof and ORDERED that the document in question 
be sealed with the Common Seal of the Bank. 

At the Governor's invitation:-

Mr Charkham introduced a paper entitled "West Germany: the 
Operation of Company Boards" which commented on the 
composition and operation of company boards in 
West Germany. Its purpose was to set German boards in 
context, so as to examine the principles that underlay their 
operation, to see whether these had any validity for the UK 
in our very different circumstances. In the discussion 
which followed, there was agreement that the paper had 
portrayed the German situat1on accurately and with insight. 
There was evidence that th1ngs were chanq1ng. The post-war 
aenerat1on of moderate trade unionists would be replaced by 
more militant successors: the stability of the system might 
have created such rigidity that adaptation to changed 
circumstances might prove difficult: the decision-making 
process was thorough but it was also slow and cumbersome - UK 

management could be quicker on its feet. 
The German banks fought off ruthlessly foreign banks which 
sought to enter their sphere - even when company officials 
would have welcomed it. On the other hand they protected 

~omp~n1es from short term pressures . 
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The UK would need to watch EEC proposals for harmonising 

company law. A two-tier system had its faults but present 

UK law fell short of creating a framework of accountability 

to maintain the effectiveness of executive management. The 

principles underlying the German system had something to 

offer (particularly in identifying the supervisory function 

and in JOint shareholder action) even if their structure and 

methods did not. 

2 Mr Flemming presented a paper on the UK Chemicals Industry 

reviewing the performance and assessing the potential of what 

is a lead1ng sector of the UK's manufacturing base. 



A MEETING OF DIRECTORS AT THE BANK 

THURSDAY 24 DECEMBER 1987 

Present 

The Rt Hon Robert Leign-Pemberton, Governor 
The Hon Sir John Francis Harcourt Bar1ng, CVO 
Rodney Desmond Galpin, Esq 
Edward Alan John George, Esq 
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The number of Directors assembled being insufficient to form a 
Court, those present proceeded to the business subject to 
ratification by Court on 7 January. 

Tne Minutes of the last Court, having been circulated, were 

approved. 

In commenting on the weekly figures Mr Galp1n ment1oned that tne 

note issue had peaked at £15,278 mn the previous Friday, an 
increase of 3.9\ on the prevtous Christmas, compared with the 

forecast increase of 4.9\. Mr Georqe spoke about tne foreign 
exchanges ana tne state of tne domestic markets. 

Under the weekly executive report, and with reference to a Minute 

of the previous week and earlier, the Governor mentioned that 
further discussions with HM Treasury had resulted in some 

relaxation of the intervention policy: a further meeting with the 
Chancellor of the Exchequer would probably take place early in the 

New Year. 



A MEETI~G OF DIRECTORS AT THE BANK 

WEDNESDAY 30 DF.CE~BER 1987 

Present 

Sir George Blunden, Deputy Governor 
David Alan Walker, Esq 

Anthony Laurie Coleby, Esq 

The number of Directors assembled being insufficient to form a 
Court, those present proceeded to the business sub1ect to 
ratification by Court on 7 January. 
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The Minutes of the Meeting of 24 December, having been circulated, 
were noted. 

There being no comments on the weekly fiQures, the Deputy Governor 
asked Hr Coleby, in the absence of Mr George, to speak about the 
foreign exchanges and the state of the domestic markets. 

There were no items for discussion under the weekly executive 
report. 

The Deputy Governor expressed the sadness of the Meeting at the 
news of the death of Lady O'Brien. 
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