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A COURT OF DIRECTORS AT THE BANK

THURSDAY 8 JANUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Esq, Governor

George Blunden, Esqg, Deputy Governor

The Hon Sir John Francis Harcourt Baring, CVO

Rodney Desmond Galpin, Esg
Edward Alan John George, Esqg
Sir Robert Haslar

Sir Hector Laing

Anthony David Loehnis, Esqg

Sir David Gerald Scholey, CBE

David Alan Walker, Esg

William Peter Cooke, Esqg
Douglas Alfred Dawkins, Esg

John Stanton Flemming, Esc

The Minutes of the Court of 18 December and the Meetin

g
December were confirmed, and those of the Meeting of 31

were approved.

Mr Galpin having commented on the weekly figures, Mr Geo

about the foreign

[
X
0
=
o
b=}
Vo)
m

and the state of the domesti
and

the Official December

which had

re

Bank of England Archive (G4/214)

of 24

December

rge spoke

C marke

been

S
=



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 With reference to a Minute of 11 December, the Governor said
that it would be announced at a press conference later that
day that agreement had 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 Loehnis spoke about the Overseas Trade figures for November

which had been published on 23 December.

N

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

o

s for November. =

in the monetary aggregat

more rapila
growth of MO probably reflected the strength of consumer
spending. £EM3 growth remained very strong with a year on
year increase of 18 1/2% reflecting continuing 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misgivings that we had withdrawn the mortgage lending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 form of
(secured) lending. The monetary situation had 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
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emerging market hopes of an early decline in interest rates

were premature.

4 Mr Flemming spoke about a report on Company Profitability and
Financing in the first half of 1986 which covered recent
economic and financial developments in the industrial and

commercial company sector.

The Governor reported that Sir John Baring had acted as an
alternate at a meeting of the Staff Committee which had taken

place that morning.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 15 JANUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Esqg, Governor
George Blunden, Esqg, Deputy Governor

Dr David Valentine Atterton, CBE

Sir George Adrian Hayhurst Cadbury

Rodney Desmond Galpin, Esq

Edward Alan John George, Esqg

Sir Hector Laing

Anthony David Loehnis, Esq

David Alan Walker, Esq

Douglas Alfred Dawkins, Esqg

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.
As there were no items for discussion under the weekly executive
report, the Governor invited Mr Loehnis to introduce the

International Economic Developments paper for December and a brief

discussion ensued.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 22 JANUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Esqg, Governor
George Blunden, Esq, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury

Frederick Brian Corby, Esqg

Rodney Desmond Galpin, Esg

Sir Robert Haslam

Sir Martin Wakefield Jacomb

Sir Hector Laing

Gavin Harry Laird, Esq

Anthony David Loehnis, Esq

Lord Nelson of Stafford

David Alan Walker, Esqg

Deryk Vander Weyer, Esq, CBE

Sir Leslie Clarence Young, CBE

Douglas Alfred Dawkins, Esqg
John Stanton Flemming, Esg

Anthony Laurie Coleby, Esqg

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly fiqures, the Governor
invited Mr Coleby, in the absence of Mr George, to speak about the

JJ state of the foreign exchanges and the domestic markets.
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Under the weekly executive report:-

s With reference to a Minute of 27 November 1986 and earlier,
Mr Walker informed Court that the JMB indemnity had been
reconciled in the sum of £41.5 mn and that an interim

distribution to the co-indemnitors might be possible later in
the year if there was a sufficiently substantial improvement

in MFL's position.

2 In referring to the Proposed Agendas for Court for the coming
year, the Governor explained that as there were no regular
major items scheduled for two weeks each month it would be
appropriate for future discussion topics to be included on the
agenda on those days, thus obviating the need for an 11.30 am
start once a month. He also invited Members' views on the
possibility of conducting the routine business of Court, from
time to time when the agenda permitted, without requiring a

general attendance.

3 The Governor spoke to Court about the events of the previous
week surrounding Guinness plc. He emphasised that the
Guinness affair was primarily a financial scandal, not a City
one. The revelations did not demonstrate a failure of the
new regulatory system as neither the Financial Services Act
nor the new Banking Act were yet in force. He went on to
explain that the Bank had not been directly involved with
Guinness except in the installation of the new Non-Executive
Directors last Summer - who had throughout shown their worth -
but the Bank had taken a close interest in Guinness's
financial advisors. This had culminated in the resignations
earlier that week of two Directors of Morgan Grenfell.

Mr Galpin reported a forthcoming resignation from Ansbachers
and a plan to examine the controls exercised by banks over

their corporate finance divisions.
At the Governor's invitation:-
1 Mr Corby introduced a Report of the Staff Committee proposing

7 a revision of borrowing limits under the Housing Loan Scheme,

ey which was approved. It was also agreed that authority for

Bank of England Archive (G4/214)



increases in the borrowing limits in line with the established
formulae for both the Housing and Educational Loan Schemes be
delegated to the Chief of Corporate Services, subject to the
existing formulae being kept under reqular review and

proposals for change being approved by Court.

2 Mr Dawkins introduced a paper prepared by the Industrial
Relations Manager which proposed amendments to the existing
Recognition and Procedure Agreement between the Bank and the
Union. He explained that the proposals arose in the context
of both the increasing likelihood of a transfer of engagements
from BESO to BIFU and of the thinking behind the 1987 Scheme
of Classification. It was agreed that amendments on the

lines of those proposed be discussed with BESO.
3 Mr Flemming commented on the Economic Report for January.

4 With reference to the provisional Money and Banking figures
for December, Mr Coleby introduced the regular discussion of
monetary policy. MO had risen by 1 1/4 - 1 1/2% during the
month, much the same as a year earlier, so the year on year
increase was unchanged at about 5 1/4%. £M3 showed modest
growth of 1/4% with the year on year increase down from 18
1/2% to 18%. But the more modest growth of broad money in
recent months owed a great deal to there having been a period
of heavy overfunding, which would need to level out over the
fiscal year as a whole. It would be misleading to conclude
that the underlying rate of growth of broad money had fallen,
and on this evidence there was no indication that policy was
too tight. There was certainly less pressure for a rise in
interest rates in the markets, which might be beginning to
seek to push rates down; our response needed to be extremely
cautious. We could not dismiss the possibility of needing to
push rates up in the face of strong demand in the economy, but
that could wait on further evidence of the ability of domestic
output to satisfy it without undue spillover into the balance

of payments or inflation.
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 29 JANUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esg, Deputy Governor

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esg

Rodney Desmond Galpin, Esg

Edward Alan John George, Esg

Sir Robert Haslam

Sir Martin Wakefield Jacomb

Sir Hector Laing

Gavin Harry Laird, Esg

Anthony David Loehnis, Esqg

Lord Nelson of Stafford

Sir David Gerald Scholey, CBE

Deryk Vander Weyer, Esq, CBE

Sir Leslie Clarence Young, CBE

William Peter Cooke, Esg
Douglas Alfred Dawkins, Esqg
John Stanton Flemming, Esg

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.
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Under the weekly executive report: -

1 With reference to a Minute of 2 October 1986, Mr Dawkins
informed Court that in response to the Joint Pay Review
undertaken recently by Dr Bamber, BESO had submitted a
claim for a 40% increase in salaries and other fringe
benefits, which was totally unrealistic. Although it was
not the intention to involve Court with each stage of the
negotiations, the Governor said that it was appropriate for

Court to be aware of this initial reaction by the Union.

2 Mr Galpin drew Court's attention to the activities of
Mr J S G Boggs, an artist, who specialised in drawings of
banknotes. In September of the previous year, Boggs had
applied for permission to reproduce Bank of England notes
which had been refused: the police had subsequently
confiscated examples of Boggs' drawings of our banknotes
which had been on display at an exhibition. On the advice
of the Bank's solicitors it had been agreed that Boggs
should be prosecuted in respect of reproductions which were
contrary to the provisions of Section 18(l1) of the Forgery
and Counterfeiting Act 1981; but as there was no direct
intention to deceive, Boggs had not been charged with the
more serious offence of counterfeiting under the provisions
of Section 14 of the Act. At a hearing on 12 January,
Boggs had elected to be tried by jury in the Crown Court
and committal proceedings were scheduled for 8 April.
Mr Galpin explained that it was felt that the Bank had no
option but to prosecute in this case; Boggs' reproductions
were not works of art but dangerous imitations of our
banknotes; failure to prosecute could encourage others to
reproduce and utter banknotes with possible consequent loss

to the public.

He said that press reports on this case had been
unsympathetic: suggestions that Boggs had been allowed to
reproduce Swiss banknotes were misleading - the Swiss
National Bank had no powers to prevent him. He also
mentioned that this was the fifth occasion that the Bank

Bank of England Archive (G4/214



10

had prosecuted under Section 18(l) of the 1981 Act: three
prosecutions had been successful and two, including the

present case, were pending.

3 The Governor referred to the statement made the previous
day by the Secretary of State for Trade & Industry relating
to the role of the Takeover Panel. He explained that it
was important that steps should be taken to strengthen the
Takeover Panel without bringing it within a statutory
framework. He had that morning spoken with the Chairman
of the Panel - who himself would be issuing a statement
shortly - and had raised the question of whether tne Panel
had adequate resources and whether representation on the
Panel of a member of SIB, or additional SROs, or lay

members, would be appropriate.

After some discussion which focussed particularly on the
precise role of the Takeover Panel, and in that context,
the desirability of non-practitioner representation, the
Governor said that he would welcome further comment on this

issue which should be discussed again at Court.

Four letters from Messrs Freshfields were submitted together with

a number of documents to be sealed, namely: -

1 Two Deeds of Transfer relating to the sale of the Liverpool

and Southampton Branches to the TSB England and Wales plc.

2 A Deed of Adherence, in duplicate, admitting Clydesdale Bank
plc to Settlement Bank status within the Central Gilts Office

Service.
3 A Lease in respect of basement premises in Laser House ECl
which had been acquired by the Bank as an ancillary furniture

store.

The Court approved thereof and ORDERED that the documents in

question be sealed with the Common Seal of the Bank.
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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 Mr Flemming commented on the Bank Winter Forecast which nad

been prepared by the Economics Division.

2
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 5 FEBRUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esq, Deputy Governor

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esq

Rodney Desmond Galpin, Esgqg

Edward Alan John George, Esqg

Sir Robert Haslam

Sir Hector Laing

Anthony David Loehnis, Esq

Lord Nelson of Stafford

Sir David Gerald Scholey, CBE

Sir Leslie Clarence Young, CBE

William Peter Cooke, Esqg
Douglas Alfred Dawkins, Esq
John Stanton Flemming, Esq

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, Mr George spoke
about the state of the foreign exchanges and the state of the
domestic markets, and the Official Reserves figures for December

which had been released the previous Tuesday.
Under the weekly executive report:-
y 1 With reference to a Minute of 22 January, the Governor said

that as a result of comments received from Members on the

subject of weekly attendance at Court, it was clear that the
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2 An Indemnity in respect of a possible liability arising from

litigation over the default of the International Tin Council.

The Court approved thereof and ORDERED that, subject to Messrs
Freshfields providing a letter confirming that the documents were
in a fit and proper form, the documents in question be sealed in

due course with the Common Seal of the Bank.

Court gave their approval to Mr Vander Weyer becoming a
non-Executive Director of Haslemere Estates plc.

At the Governor's invitation:-

]! Mr Loehnis presented the International Economic
Developments paper for January; and
2 Mr Flemming commented on the Economic commentary from

the February edition of the Quarterly Bulletin.

A discussion followed each of the presentations.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 12 FEBRUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esqg, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO

Sir George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esqg

Rodney Desmond Galpin, Esg
Edward Alan John George, Esq
Sir Martin Wakefield Jacomb
Sir Hector Laing

Gavin Harry Laird, Esg

Sir David Gerald Scholey, CBE
David Alan Walker, Esqg

Deryk Vander Weyer, Esqg, CBE

William Peter Cooke, Esg
Douglas Alfred Dawkins, Esg
John Stanton Flemming, Esq

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.
Under the weekly executive report:-
i With reference to a Minute of the previous week and earlier,

Mr Walker explained that the formalities for the sale of
Johnson Matthey Commodities Ltd and Johnson Matthey
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(11) The following be appoin 3 cial:-
J G HILL

Chief Dealing Manager and Staff

A Seniotr ger, Banking

Supervision Division

Agent, Glasg

Advi ternational
Financial Institutions,
International Division

Bank of England Archive (G4/214)



ty Chief of the Banking Department

it of a retirement and a number of

State
o

A
laid b

Court

( their approval to Dr a Director of
Rank p
Also t the Gov invitatior -

cto
red
r r t £ Ft Y 1 . tin ¢ '
€ £ ] ] [ )
[ c1 I B rl 11 1n, g
Et o 1 ¢ 3 r £ ar 2 Ko
€ ) k Br i |
I 1 101 2B r1 ’ &
hict 3 ' F =} ter that
nicn ) D€ JO1l1 = L L
-
”
/

Bank of England Archive (G4/214)



0127M

A COURT OF DIRECTORS AT THE BANK
THURSDAY 19 FEBRUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esqg, Deputy Governor
Dr David Valentine Atterton, CBE

Sir George Adrian Hayhurst Cadbury
Rodney Desmond Galpin, Esq

Edward Alan John George, Esqg

Sir Robert Haslam

Sir Martin Wakefield Jacomb

Sir Hector Laing

Anthony David Loehnis, Esqg

Lord Nelson of Stafford

David Alan Walker, Esqg

Deryk Vander Weyer, Esqg, CBE

Douglas Alfred Dawkins, Esqg
John Stanton Flemming, Esqg

The Minutes of the last Court, having been circulated, were

approved.
Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

Under the weekly executive report:-

(1) Mr George spoke about a paper concerning a possible

experiment with auctions in the Gilt-Edged Market. He
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said that the question of auctions of gilt-edged stock had
first been raised in 1976 but it had not then been
feasible. However the new market structure, with
intermediate market makers who would act as a buffer
between the Bank and the market, now made it possible to
experiment with auctions with the aim of trying to
introduce an element of backbone into the gilt-edged
funding programme without too much loss of the flexibility

available under the present tap arrangements.

((alat ) With reference to a Minute of 5 February 1987, Mr Loehnis
amplified two issues raised in the International Economic
Developments Paper for January, namely the data relating to
Italian wage rates and the measures proposed by the United
States Administration in the context of proposed trade

legislation to improve American industrial competitiveness.

With reference to a Minute of the previous week, and earlier, the
Governor informed Court that the sealing of the two indemnities in
respect of the sale of Johnson Matthey Commodities Ltd would take
place after Court that day. He then went on to explain that the
document in respect of the sale of Johnson Matthey Inc was now due
to be signed early next week. However it had become necessary
for the Power of Attorney granted to Sullivan and Cromwell,
Freshfield's New York counterpart, - approved by Court on

5 February - to be executed under seal. Messrs Freshfields had
therefore prepared the necessary document, and submitted a letter
confirming that it was in a fit and proper form for sealing by the

Bank.

The Court approved thereof and ORDERED that the Power of Attorney

be sealed with the Common Seal of the Bank.

Three further letters from Messrs Freshfields were then submitted

namely:-

Two priority mortgages, in respect of the Bank's financing of

the sailing training ship Lord Nelson, for discharge.

A Deed of Release and Substitution to enable a member

of staff to complete the purchase of a 999 year lease

on his property.

Bank of England Archive (G4/214)



A Deed of Substitution to enable a member of staff to
complete the purchase of a 999 year lease on his

property. This Deed replaced an earlier Deed which
had been erroneously drafted by the Solicitors acting

for the member of staff.

The Court approved thereof and ORDERED that the documents

in question be sealed with the Common Seal of the Bank.

Two recommendations by the Governors relating to:-

i) the appointment of the Standing Committees and

Special Committee of Court for 1987/88; and

ii) Directors' visits to Branches and Offices during the
year 1987/88

were submitted and approved.

The Governor explained that arising from a review of the
arrangements in force to guard against insider dealing by
members of the staff it had seemed appropriate to consider
the position of Members of Court. Needless to say he had
complete confidence in Members of Court and the
declarations made by Governors and Directors on
appointment and reappointment, as prescribed by statute.
The declarations were cast in broad terms which would
include insider dealing but in order to protect the Bank
against any charge that we failed to take an obvious
precaution, it was proposed that Members of Court should
in future sign annually a secrecy declaration similar to

that signed by members of the staff.

Committee of Treasury had considered this issue the
previous week and there had been general support for the
proposal, not least on the grounds of setting an

example. That Committee, however, had suggested that the
declaration should be qualified to refer to matters which

were "unpublished or market sensitive".
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It was agreed that it would be appropriate for Members of

Court to sign annually a secrecy declaration.

At the Governor's invitation Mr Charkham attended Court to
introduce a paper he had prepared following his visit to
the USA the previous Autumn. The paper, "Observations on
the US Corporate Scene: Implications for the UK", was
based on a number of industrial interviews conducted last
year and the impressions gained during his attendance at a
conference on "Defences to Takeover Bids". A discussion,
focussing particularly on the value of effective
non-executive directors and the role of shareholders and

institutional investors, ensued.
The Governor then drew Court's attention to a summary of

press reaction to the February edition of the Quarterly

Bulletin which had been published the previous week.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 26 FEBRUARY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esq, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Rodney Desmond Galpin, Esqg

Gavin Harry Laird, Esqg

Anthony David Loehnis, Esg

Lord Nelson of Stafford

Sir David Gerald Scholey, CBE

David Alan Walker, Esqg

Deryk Vander Weyer, Esqg, CBE

William Peter Cooke, Esqg
John Stanton Flemming, Esqg

Anthony Laurie Coleby, Esqg

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr Coleby, in the absence of Mr George, to speak about the

state of the foreign exchanges and the domestic markets.

Under the weekly executive report Mr Loehnis spoke about the

Brazilian moratorium. The previous Friday's move of a unilateral
suspension of interest payments on medium and long term commercial
debt - claimed to be the consequence of declining foreign exchange

liquidity, but no doubt also designed to put pressure on
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commercial banks to agree rapidly to refinancing proposals - had
been followed on Tuesday by an announcement that all payments on
short-term inter-bank and trade credit lines, other than interest,
should be channelled through the Central Bank. The Brazilian
action was seen as premature and one which if delayed and
justified would have attracted greater sympathy. They should
also have given the Advisory Committee advance warning of their
fealnse Generally banks had been good in keeping their inter-bank
lines open but their attitude could alter as a result of these
moves. It was a question of waiting and seeing. The Brazilian
President had spoken about the need for new measures but none were
yet evident. New finance for Brazil was unlikely to be
considered until the position became clearer, but the Advisory
Committee had been counselling banks against any precipitate
actioen. The recent events had certainly underlined the
importance of seeking to bring to a conclusion negotiations

currently taking place with other debtor countries.

At the Governor's invitation:-

1 Mr Flemming commented on the Economic Report for February.

2 With reference to the provisional money and banking figures
for January, Mr Coleby introduced the regular discussion of

monetary policy. MO's performance was best measured by the

seasonally-adjusted figures, down 1/2% on the month but just

over 5% up on the year; the unadjusted annual figure was
potentially misleading. February's fiqgures so far suggested
that the decline in MO's growth rate was continuing. £M3

had risen on the month by a little over 1% with the year on
year increase down to under 18%, compared to 18 1/2% in
December and 19% or higher in six of the seven previous
months, indicating some moderation in the annualised rate of
growth. The January moderation was particularly encouraging
because there was no overfunding over that twelve month
period. A slow-down in bank lending provided the main
explanation. The overall position on Monetary Aggregates
was that they were still running quite strongly but less
worryingly so than during the latter part of last year. The

question of whether or not monetary policy was tight enough
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COURT OF DIRECTORS

For the year ending 29 February 1988

Declaration
made before Date

The Rt Hon Robert Leigh-Pemberton Governor
George Blunden Esa, Deputy Governor
Sir George Adrian Hayhurst Cadbury
The Governor SERSE817 #Sir Hector lLaing
Anthony David Loehnis Esg
Sir David Gerald Scholey CBE
BEdward Alan John George Esq
David Alan Walker Esq
The Governor 2A9ey 2oty #The Hon Sir John Francis Harcourt Baring CVO
Dr David Valentine Atterton CBE
Rodney Desmond Galpin Esq
Frederick Brian Corby Esq
Sir Robert Haslam
Gavin Harry Laird Esq
Deryk Vander Weyer Esq CBE
Sir Ieslie Clarence Young CBE
The Governor e, 2 Ly #Sir Martin Wakefield Jacomb

The Governor 7o 1L *Sir OColin Ross (Corness

*Appointed 1 March 1987

#Reappointed 1 March 1987
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 5 MARCH 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esqg, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury

Rodney Desmond Galpin, Esqg

Edward Alan John George, Esg

Sir Robert Haslam

Sir Hector Laing

Anthony David Loehnis, Esqg

David Alan Walker, Esqg

Deryk Vander Weyer, Esq, CBE

Sir Leslie Clarence Young, CBE

William Peter Cooke, Esq
Douglas Alfred Dawkins, Esqg
John Stanton Flemming, Esqg

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the foreign exchanges and the
state of the domestic markets, and to comment on the Official
Reserves figures for February which had been released the previous

Tuesday.

Co
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Under the weekly executive report the Governor spoke about:-

it a visit to the Bank the previous day by Members of the
Treasury and Civil Service Select Committee. This was
becoming a regqular event and provided an opportunity to talk
to Members of the Committee and answer questions on current
issues. The meeting had been constructive and Members of the
Committee had found it useful and informative. In commenting
on the meeting, the Deputy Governor mentioned that the

Committee were producing a report on the international debt
situation which seemed likely to level a degree of criticism

at UK banks' provisioning.

2 a meeting that had also taken place the previous day with the
Chairmen of the London Commodity Futures Exchanges to consider
how the present fragmented system of commodity exchanges might
be co-ordinated to meet the demands of self-requlation and
future competition from overseas. It had been agreed at this

preliminary meeting to establish a Standing Committee, to be
chaired by Mr Walker, to consider the matter further.

At the Governor's invitation Mr Loehnis commented on the Overseas
Trade figures for January and also referred to the Balance of
Payments figures for the fourth quarter of 1986 which had been

published that morning. He then went on to introduce the

International Economic Developments paper for February.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 12 MARCH 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esqg, Deputy Governor

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esg

Rodney Desmond Galpin, Esqg

Edward Alan John George, Esqg

Gavin Harry Laird, Esqg

Anthony David Loehnis, Esqg

Sir David Gerald Scholey, CBE

David Alan Walker, Esqg

Deryk Vander Weyer, Esqg, CBE

Douglas Alfred Dawkins, Esg

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

There being no items to be raised under the weekly executive
report, three letters from Messrs Freshfields were submitted

together with a number of documents to be sealed, namely:-

1 A Contract for Building Works, in duplicate, between the Bank
and Harry Neal Limited, in respect of work to be carried out

at the Record Office, Roehampton.
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2 A Counterpart Lease in respect of offices on the first floor
of Canister House, Winchester, to accommodate the Southampton
Area Agency.

3 A Counterpart Lease in respect of offices on the first floor
of Mercury Court, Liverpool, to accommodate the Liverpool

Agency.

The Court approved thereof and ORDERED that the documents in

question be sealed with the Common Seal of the Bank.
At the Governor's invitation, the Deputy Governor:-

1 introduced a Report of the Committee on Permanent Control of

Expenditure, which was approved.

2 introduced a Report of the Reclassification Committee
containing a negotiating brief for the 1987 Scheme of
Classification. Reclassification needed to be
self-financing; there would also need to be an annual pay
award which would be subject to a later recommendation.

Mr Corby, in his capacity as Chairman of the Staff Committee,
commented that at a meeting of that Committee earlier that
morning two points had arisen which were relevant to the
Report; a presentational matter relating to the need to
establish normal hours of work had been raised, and the need
to establish a Committee with responsibility for the career
development of senior staff in the category of 'Officials' had

been guestioned.

These points were noted and it was agreed that negotiations
with BESO should proceed on the basis of the proposals

contained in the Report.

3 Mr Loehnis introduced a paper, Price Developments in the Stock
Markets, which outlined the reasons for rising price indexes

in stock markets around the world.

Mr Walker having withdrawn in accordance with Section 10 of the

Charter, the Governor informed Court that the Permanent
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Under -Secretary of State at the Department of

Energy had written to ask if the Bank would permit

Mr Walker to accept an appointment as a Non-Executive
member of the Central Electricity Generating Board if it
were offered to him. It had been necessary to consult
Freshfields as the Bank Charter prescribed that an
Executive Director should give his exclusive services to
the Bank. Their advice was that the appointment could be
accepted, subject to the agreement of Court.

The Governor explained that although this came to Court
with the agreement of Committee of Treasury, who had met
earlier that day, some anxiety had been expressed in that
Committee about potential conflicts of interest. It had
been accepted, however, that as the appointment was within
the public sector, rather than with a private company,
such potential conflicts of interest were reduced. On
that basis Court agreed that Mr Walker might accept the
appointment, if offered, subject to any fee payable being
waived or surrendered to the Bank. It was understood
that the appointment would run for a period of three years
from 1 May 1987.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 19 MARCH 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
Sir George Adrian Hayhurst Cadbury

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Frederick Brian Corby, Esg

Rodney Desmond Galpin, Esqg

Edward Alan John George, Esqg

Sir Martin Wakefield Jacomb

Sir Hector Laing

William Peter Cooke, Esg
Douglas Alfred Dawkins, Esg
John Stanton Flemming, Esqg

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

There being no items for discussion under the weekly executive

report, at the Governor's invitation:-

1 Mr Dawkins informed Court that Mr C J Farrow, an Assistant
Director with responsibility for co-ordinating the work of
the Bank's Industrial Finance & Financial Supervision -

General Divisions, under Mr Walker, was leaving the Bank on
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1 April to take up an appointment with

His responsibilities would be assumed by
M E Hewitt; Hewitt's current responsibilities would pass
to

2 Mr Flemming introduced a paper summarising the main
proposals contained within the Chancellor's Budget
statement. During 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.

W

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 made 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
irectors, 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.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 26 MARCH 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esa, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury

Rodney Desmond Galpin, Esaq

Edward Alan John George, Esa

Sir Robert Haslam

Sir Hector Laing

Gavin Harry Laird, Esa

Anthony David Loehnis, Esa

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

William Peter Cooke, Esa
Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esa

Anthony Laurie Coleby, Esa

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.
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Under the weekly executive report:-

1 With reference to a Minute of 4 September 1986 and
earlier, the Governor explained that, contrary to recent
press reports, the agreement relating to Mexican debt had
not yet been signed. Although the UK banks had produced
95% of their requirement, this had been conditional upon
the US banks producing 90%; so far they had achieved only
83%. Pressure was now being brought to bear by the
Federal Reserve Bank of New York to persuade the UK banks
to drop their conditions. The Governor felt that this
was quite unjustified - a view shared by Court - but
thought that progress might be achieved if the US banks

raised their commitment to, say, 87%.

2 In referring to recent press reports, the Governor said
that there was no foundation in the accusation made by Sir
Kenneth Newman, the Commissioner of the Metropolitan
Police. There had been no exceptional drawings of £50
notes through the Bristol Branch and we were clearly not
aware of any unusual transactions taking place which might

have been connected with the "laundering" of gold.
At the Governor's invitation:-

1 Mr Loehnis commented on the Overseas Trade Figures for

February which had been released that morning.
2 Mr Flemming spoke about the Economic Report for March.

3 In introducing the regular monthly discussion on monetary
policy, Mr George explained that policy over the last
month had been directed to resisting downward pressure on
interest rates and, through sizeable intervention, upward
pressure on the exchange rate. This was a difficult

balancing act.

Mr George explained the Bank's caution on interest rates

f by referring to seven factors -
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(§i9) buoyant demand and output, as shown by the latest
CBI survey;

(ii) the Budget tax reductions which would already
sustain demand;

(iii) the prospect of a balance-of-payments deficit, which
was 1nfluenced by relative demand conditions;

(iv) the prospect for inflation, which at around 4% was
at the top end for major countries;

(v) the strength of broad money and credit growth;
(vi) the strength of asset prices, including house
prices; and

(vii) the vulnerability of the exchange rate, which was a
fickle indicator particularly in a pre-electoral
situation, as had been demonstrated that morning.

We were very conscious of the immediate risk, at a
critical time, to industrial confidence of the exchange
rate rising too far, which explained the exchange
intervention. But rising inflationary expectations would
be no less damaging to industrial confidence over a longer

period and we had to take that also into account.
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 2 APRIL 1987

PReSent

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esqg, Deputy Governor

The Hon Sir John Francis Harcourt Baring, CVO
Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Robert Haslam

Sir Hector Laing

Anthony David Loehnis, Esa

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Sir Leslie Clarence Young, CBE

William Peter Cooke, Esa
Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esg

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures the Governor invited
Mr George to speak about the foreign exchanges and the state of
the domestic markets, including the Official Reserves figures for

March which had been published that morning.

Under the weekly executive report:-

1 Mr Dawkins explained that, arising from a Select Committee
Report, a Memorandum of Understanding between HM Treasury and
the Bank was drawn up in 1972 governing among other
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things the way in which the Bank's capital expenditure would be

ussions with

monitored by Government. Following recent disc

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 provide a grea
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to those functions.
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pursuant to Section 1(4) of the Bank of England Act 1946, was

approved.

2 With reference to a Minute of 19 February 1987 and earlier Mr
Walker reported on recent developments at Minories Financ
Ltd. The last of the subsidiaries, Johnson Matthey

Commodities Inc had been disposed of the previous week and the
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 9 APRIL 1987

PirelsieniE

George Blunden, Esag, Deputy Governor
Sir George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esa

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Hector Laing

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

William Peter Cooke, Esa

Douglas Alfred Dawkins, Esa

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Deputy
Governor invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

Under the weekly executive report:-

1 With reference to a Minute of 29 January, Mr Walker said that
next month the Secretary of State for Industry would be
announcing a number of changes in the Code aimed at supporting
the effectiveness of the Take-Over Panel. Beyond the

specific changes that it has proposed the Working Party - in
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At the Deputy 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 Price, 1n the absence of Mr Loehnis, presented the

International Economic Developments paper for March.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 16 APRIL 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
Anthony David Loehnis, Esa

Dr David Valentine Atterton, CBE

Frederick Brian Corby, Esa

Sir Colin Ross Corness

Edward Alan John George, Esa

Sir Martin Wakefield Jacomb

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

Sir Leslie Clarence Young, CBE

Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esa

The Minutes of the last Court, having been circulated, were

approved.

Mr Dawkins having commented in Mr Galpin's absence on the weekly
figures, the Governor invited Mr George to speak about the state

of the foreign exchanges and the domestic markets.

Under the weekly executive report:-

1 With reference to a Minute of 19 February, Mr George
mentioned that the Bank had issued a paper on Gilt Auctions
which reflected the conclusions drawn from consultations

which had been taking place with market makers and the
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authorities.

United States economy being highly geared.

worries about recession, though the point was also made that there
was a lot of investment still taking place in housing which was

almost certainly speculative.
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THURSDAY 23 APRIL 1987

within the Civil Service.
Mr George to speak about the state of the foreign exchanges and

the domestic markets.
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Under the weekly executive report Mr Dawkins mentioned that a
notice was being issued to staff that day drawing their attention
to the recent spate of postal bombs that had been sent to civil
servants and of the precautions that should be taken in the event
of receiving a suspicious object. He warned that the pattern
could change and said that the services and advice of the Security

Force were available to Members of Court should they so wish.

With reference to a Minute of 11 December 1986, the Deputy
Governor reminded Members that Court had approved a resolution
authorising the Chief of the Banking Department or his nominee to
represent the Bank at meetings of five domestic clearing companies
in which the Bank was a shareholder. It was now necessary to
seek approval for a similar resolution in respect of three other
companies.

Subject to the approval being ratified by the next Court, it was
RESOLVED that the Chief of the Banking Department, for the time
being, or such other person as shall be nominated by him in
writing, be authorised, until otherwise resolved by the Court of
Directors, to act as the representative of the Governor and
Company of the Bank of England at any meeting of the following

companies:

LondonClear Limited
Society for Worldwide Interbank Financial
Telecommunications sc

SWIFT (UK) Limited

In the absence of Mr Galpin, the Deputy Governor spoke about the
Report and Accounts of the Deposit Protection Board for the year
ended 28 February 1987, which was laid before the Meeting. Three
institutions had become insolvent during the year bringing the
total to thirteen since the inception of the Banking Act in
1979. Should the new Banking Bill, which was currently
progressing through both Houses of Parliament, be introduced
during the coming year there would be one change of particular
significance. This would be the doubling of the maximum amount
that would qualify under the Scheme from the present level of
£10,000 to £20,000.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 30 APRIL 1987

Present

George Blunden, Esa, Deputy Governor
Sir George Adrian Hayhurst Cadbury
Dr David Valentine Atterton, CBE
Frederick Brian Corby, Esa

Sir Colin Corness

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Hector Laing

Gavin Harry Laird, Esa

David Alan Walker,

Deryk Vander Weyer, Esaq,

Sir Leslie Clarence Young, CBE

William Peter Cooke, Esa

Douglas Alfred Dawkins, Esa

The Minutes of Court of 16 April
the Meeting of 23 April, which
Bank representation at meetings of various in

Bank has a shareholding, were approved.

Mr Galpin having commented on the weekly figures, the Deputy
Governor invited Mr George to speak about the state of the foreign
exchanges and the domestic markets. The conseauences of a
continuing fall in the US$ and possible corrective action that
might be necessary on the part of the US authorities were
discussed. In response to questions on the Bank's role in

effecting interest rate changes, the Deputy Governor explained

Bank of England Archive (G4/214



Bank of England Archive (G4/214)



Bank of England Archive (G4/214)




inflation.
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rate in the UK still remained higher than in other
industrial countries and the demand for credit and the
increase in broad money remained very strong. On the
domestic front therefore we had been reluctant to reduce
interest rates. On the other hand we were sensitive to
the need to contain the upward pressure on the exchange
rate. It was important for the longer term that the
benefits of the depreciation of sterling against the DM
and Yen over the past year shoulda result in increasing
output and capacity rather than simply in higher margins:
1f our competitive edge was not maintained the industrial

short-term view woulo prevail.

These considerations posed a dilemma for us. An
important consideration was whether the upward pressure on
the exchange rate was temporary, associated with the
prospects for an early election or reflected a more
lasting re-rating of the UK economy. Given this
uncertainty we needed to adopt a flexible approach and to
avoid taking action that could not be reversed if

necessary once the political influences were removed.

We had three options:
1l to take the strain on the exchange rate which might

damage industrial confidence and lead industry to take

the short term view;

2 to take the strain on interest rates, which would lead
to cheaper credit, encourage the growth of broad money

and lead to inflationary pressures; or

3 exchange market intervention, which we have been doing

on a large scale.

None of these options was likely to be totally effective
and each had disadvantages, we had therefore to adopt a
pragmatic approach, trying to take a bit of the strain in

each area.

Bank of England Archive (G4/214)



Bank of England Archive (G4/214)



Bank of England Archive (G4/214



Bank of England Archive (G4/214)




Bank of England Archive (G4/214)



59

A COURT OF DIRECTORS AT THE BANK
THURSDAY 14 MAY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esqg, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury

Sir Colin Ross Corness

Rodney Desmond Galpin, Esqg

Edward Alan John George, Esq

Sir Martin Wakefield Jacomb

Gavin Harry Laird, Esqg

Anthony David Loehnis, Esq

Sir David Gerald Scholey, CBE

David Alan Walker, Esqg

Deryk Vander Weyer, Esq, CBE

Douglas Alfred Dawkins, Esq
John Stanton Flemming, Esqg

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign
exchanges and the domestic markets. With reference to a Minute
of the previous week Mr George said that the outcome of the Bank's
first auction of gilt-edged stock had proved satisfactory. From
a technical viewpoint the operation had worked very well, though

it was not clear how much we had learnt from this single

¥/ experience.
&’)
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There being no items under the weekly executive report, the
Governor invited Sir David Scholey to present a Report of the
Audit Committee which incorporated the annual review of the
Committee's work, and the Audit Division's programme for the year
beginning 1 March 1987. The Report was approved.

Also at the Governor's invitation:-

1 With reference to a Minute of 18 July 1985, Mr Galpin gave
Court details of the changes in size of the Series 'E'
banknotes, which had been proposed following consultations
with representatives of the blind. With reference to a
Minute of 15 November 1984, he then went on to speak about
new variants of the £10 and £5 notes which it was hoped could

be issued later in the year.

2 With reference to a Minute of the previous week, Mr Flemming
drew attention to some aspects of the May edition of the
Quarterly Bulletin, together with the latest edition of Bank
Briefing, both of which were due to be published later that
day.

The Governor and Mr Loehnis then spoke about their recent visit to

a number of East African countries.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 21 MAY 1987

Present

George Blunden, Esq, Deputy Governor

Sir George Adrian Hayhurst Cadbury

The Hon Sir John Francis Harcourt Baring, CVO
Sir Colin Ross Corness

Rodney Desmond Galpin, Esg

Edward Alan John George, Esqg

Sir Robert Haslam

Gavin Harry Laird, Esq

Anthony David Loehnis, Esq

Deryk Vander Weyer, Esq, CBE

Sir Leslie Clarence Young, CBE

Douglas Alfred Dawkins, Esg
John Stanton Flemming, Esg

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Deputy
Governor invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

In response to a question about the implications for British banks
of the bad debt provisioning announced by Citicorp, Mr Galpin said
that, as pointed out in the press, the British banks' provisions
were not of the size (25% of exposure to problem debt countries)
announced by Citicorp. But our banks had increased their
specific provisions against sovereign debt last year and had
significantly strengthened their captial over recent years.

There seemed little likelihood of any action by British banks
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before the publication of their interim results in July. An
increase by them in such provisions was to be expected - indeed
the Bank had said just this in response to press enquiries
yesterday. Bank boards would undoubtedly be thinking hard about
the implications for themselves and would have regard to
provisioning practice elsewhere. The US authorities had said
that Citicorp's decision had been their own and did not set a
precedent: it would be interesting, and relevant to British
banks, to see how other US banks reacted.

There being no items for discussion under the weekly executive
report, the Deputy Governor, having declared his actual interest,
invited Mr Dawkins, in the absence of Mr Corby, to introduce a
Report of the Staff Committee on the increase to be awarded in
pensions and allowances payable from the Staff Pension Fund. The

recommendations contained in the Report were approved.

The Deputy Governor, having again declared his actual interest,
then invited Sir Adrian Cadbury to introduce a Minute of the
Committee of Treasury recommending increases in the pensions and
allowances in payment to former Governors and Executive Directors,
and to the widows of three former Executive Directors, with effect

from 1 July 1987. The Minute was approved.

The Deputy Governor reminded Members that, following the
discussions on the annual pay award the previous year, it had been
decided that in future Court should not be involved in the
detailed negotiations but should agree parameters within which the
pay negotiations should proceed. He invited Mr Dawkins to
outline the Bank's proposals for the 1987 pay award which had been
agreed by Committee of Treasury earlier that day. It was agreed
that Mr Dawkins should enter negotiations with the Union on the
basis he outlined, details of which would be subject to agreement

with the Governors and Executive Directors.

A The Deputy Governor introduced a Report of the Committee on

Permanent Control of Expenditure which was approved.
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At the Deputy Governor's invitation:-

Sir Robert Haslam introduced the Annual Report of the
Registrar's Department Liaison Committee which was laid
before Court.

Mr George presented the Bartlett Report on the future of the
Registrar's Department which had been considered by
Committee of Treasury the previous week. The thoughtful
and interesting Report concluded that the Registrar's
Department was expensive to run on its present basis.
Questions of work procedures and staffing policy were
already being addressed by senior management. The
fundamental issues for consideration by Court concerned the
relationship of the Department with the rest of the Bank and
more immediately the guestion of relocation. After some
discussion it was agreed that this issue be re-examined with

the following terms of reference:-

1 To re-examine the arguments for and against the
relocation of the main clerical functions of the

Registrar's Department to a site -

(i) in the home counties (including space that may be
available at Debden) ;

(ii) in the 50-100 mile band from London as suggested in
1982;

(iii) further afield.

2 To identify the cost savings that might be achieved from

such relocation -

(a) to HMT under our cash limit;

(b) to the Bank.
3 To consider the most appropriate timing for such a
possible move, having particular regard to the

implications for the staff.

4 To report by end-September.
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The Deputy Governor drew Court's attention to a summary of press
reaction to the May edition of the Quarterly Bulletin and the
Bank's Annual Report and Accounts, both of which had been

published the previous week.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 28 MAY 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esa, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Caabury
Frederick Brian Corby, Esg

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Hector Laing

Gavin Harry Laird, Esa

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

Sir Leslie Clarence Young, CBE

Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esa

Anthony Laurie Coleby, Esa

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

There were no items for discussion under the weekly executive

report.
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At the Governor's invitation:-

1 Mr Flemming commented on the Overseas Trade Figures for
April which had been released earlier that day.

2 Mr Corby i1ntroduced the Chief of Corporate Services' annual
report on Salary Policy and Fringe Benefits. Some concern

was expressed about the increased amount of overtime hours

worked in 1986/87 compared with the previous two years.

3 Dr Atterton spoke about the Report of the Charitable Appeals
Committee and drew attention to the marked increase in the
number of appeals received by the Bank - a rise of 100%
since 1983/84 - and reported that in response to this
increase, the Committee had delegated further authority to
the Secretary to reject unsuitable minor appeals. It was
noted that a donation of £3,000 had been made to the Channel

Ferry Disaster Fund.

4 Mr Flemming introduced a paper, prepared by the Economics
Division, which reviewed recent studies of the impact of the
agricultural policies of both industrial and developing
countries. Subseauent discussion supported the arguments
for radical reform.

5 Mr Flemming then commented on the Economic Report for May.

6 Mr George introduced the reqular discussion of monetary
policy and explained that the position had not changed much
over the past month. The dilemma over interest rates which
he had earlier outlined remained. The continuing strength
of broad money and credit growth, the rise in asset prices,
the buoyancy of the economy and a rate of inflation still
higher than our industrial competitors all pointed to the
need for some restraint if we were not to put the
sustainability of stable expansion at risk. But if the
exchange rate rose too far there would be immediate damage
to industrial confidence at a critical time. The dilemma

[ was the more acute because we could not yet tell whether the
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exchange inflows would persist after the Election.
continued to try to sauare this circle by heavy intervention
but conceding a modest decline in interest rates when the

exchange rate pressure had become excessive. For the time
being sterling had softened and this brought considerable

relief.
Mr Corby then spoke about his recent visit to Japan and China.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 4 JUNE 1987

Present

George Blunden, Esa, Deputy Governor

Sir George Adrian Hayhurst Cadbury

The Hon Sir John Francis Harcourt Baring, CVO
Frederick Brian Corby, Esa

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Robert Haslam

Sir Hector Laing

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Sir Leslie Clarence Young, CBE

Douglas Alfred Dawkins, Esa

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Deputy
Governor invited Mr George to speak about the foreign exchanges
and the domestic markets, including the Official Reserves figures
for May which had been published the previous Monday. He
explained that the increase in the reserves was the largest
monthly increase on record and that the reserves at $34.68 bn now
stood at a record level. The sharp increase, which reflected
heavy intervention by the Bank during the previous month, had
correspondingly added to liaquidity in the money market and added
to the money supply. In response to a reauest from Sir Adrian

Cadbury, Mr George undertook to prepare a paper explaining more
fully these effects of intervention.
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Following some discussion on the foreign exchanges, the Deputy
Governor took the opportunity of saying how sorry he and his
colleagues were at the departure of Mr Paul Volcker, one of the
world's most distinguished Central Bankers, as Chairman of the

Federal Reserve Board.

Under the weekly executive report:-

1 Mr Walker mentioned that it would be announced later that day
that Mr A R Threadgold, who had recently assumed
responsibility for the Financial Supervision: General
Division, would be leaving the Bank in September to become
Chief Executive of PosTel Investment Management Ltd: his
responsibilities within the Bank would be assumed by
Mr M D K W Foot, on his return from Washington later in the

year.

2 The Deputy Governor brought to the attention of Court a letter
which he had received from the General Secretary of BESO
regretting the decision of the Court to re-examine the
aquestion of the relocation of the Registrar's Department and
seeking to appoint two members of the Union to the Working
Party when established. The Deputy Governor said that in his
reply, which had been circulated to members of the staff in
the Registrar's Department, he had rejected the suggestion
that the Union should be involved in the preparation of the
report on relocation. But he had agreed that if, after the
report had been considered by Court, a decision was taken to
relocate the Registrar's Department, the Bank would discuss
and, where appropriate, negotiate with the Union on its

implications.

With reference to a Minute of 5 September 1985 and later, the
Deputy Governor reminded Members that in February 1986 Debden
Security Printing Ltd, a wholly-owned subsidiary company of the
Bank, had been incorporated to undertake all commercial operations
at the Printing Works. The majority of the shares in that
Company were held in the name of the Governor and Company of the
Bank of England - the other shareholders being Mr D A Walker and
Mr A W Jarvis, who each held one share - and it was necessary
therefore to authorise someone to act on the Bank's behalf at
meetings of the Company. It was RESOLVED that pursuant to

Bank of England Archive (G4/214




Bank of England Archive (G4/214)



A COURT OF DIRECTORS AT THE BANK

THURSDAY 11 JUNE 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
George Blunden, Esa, Deputy Governor

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Sir George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esa

Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Robert Haslam

Sir Martin Wakefield Jacomb

Sir Hector Laing

Gavin Harry Laird, Esa

Anthony David Loehnis, Esa

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor

invited Mr George to speak about the state of the foreign

exchanges and the domestic markets.

Under the weekly executive report:-

With reference to of 7 May and earlier, Mr Walker
reported that, following a petition to the Courts, it had been
agreed that the capital of Minories Finance Limited be reduced

from £75 mn to £37.5 mn. Although Court had agreed to give a
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guarantee - which had been sealed with the Common Seal of the
Bank - for the benefit of Minories Finance Limited's creditors
of up to the amount of the capital reduction in the event of
outstanding litigation against the company, the judge had
agreed that an undertaking by the Bank to recapitalise
Minories Finance Limited in the event of a deficiency of funds
would be sufficient. This was plainly a better outcome from
the standpoint of the Bank; the guarantee would therefore not

be reaquired and it was agreed that it be destroyed.

2 The Deputy Governor informed Court that one of the Bank's
subsidiary company's, Slater Walker Ltd may soon start legal
proceedings against Britannia Arrow Holdings PLC, Slater
Walker's former parent company, and previously known as Slater
Walker Securities Ltd. The action stemmed from the Bank's
purchase of Slater Walker in 1977 to prevent its default on
euro-currency borrowings. As part of that purchase agreement
Slater Walker bought from Britannia Arrow, against an
indemnity from that company, a US$10 mn loan note issued by
Cornwall Eaquities. That company had subseauently been taken
over twice and had later gone into liaquidation; Slater Walker
would receive no more than US$2 mn from the liaquidation.
Britannia Arrow had, through their lawyers, informed Slater
Walker that they did not intend to pay the amount - US$8 mn
plus interest - due under the indemnity on the grounds that
they had been released from their obligations as a result of
the earlier takeover of Cornwall Equities by KDT Industries
nict: they had earlier made an offer of US$l mn in full

settlement which had been rejected.

Slater Walker had now been advised by their lawyers that they

had a strong case against Britannia Arrow. As the rejection

of the terms of the indemnity by Britannia Arrow had not been
made "without prejudice", it was the intention of the Board of

Slater Walker to instigate proceedings now rather than to

await default in 1988.

3 With reference to a Minute of 21 May and earlier, the Deputy

Governor informed Court that although BESO had agreed the
across-the-board salary increase for 1987 within the
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 18 JUNE 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 George Adrian Hayhurst Cadbury
Frederick Brian Corby, Esg

Sir Colin Ross Corness

Rodney Desmond Galpin, Esq

Edward Alan John George, Esq

Sir Martin Wakefield Jacomb

Sir Hector Laing

Gavin Harry Laird, Esq

Anthony David Loehnis, Esq

Sir David Gerald Scholey, CBE

David Alan Walker, Esq

Deryk Vander Weyer, Esqg, CBE

Douglas Alfred Dawkins, Esq
John Stanton Flemming, Esq

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin having commented on the weekly figures, the Governor
invited Mr George to speak about the foreign exchanges and the

state of the domestic markets.
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Under the weekly executive report:-

L Mr Galpin mentioned that following the action taken recently
by Citicorp, National Westminster had announced earlier that
week that they had increased their provisioning against
doubtful debts up to a level of almost 30% against their
exposure in 35 countries. This action, which had been taken
on the assumption that such provisioning would be tax
deductible, had led to speculation, reflected in share prices,
about the reaction of other UK banks in this respect. In
arriving at that specific level of provisioning, National
Westminster had applied an objective test having examined and
given due weight to the scale of debt in individual
countries. This contrasted with the general "basket"
approach adopted by Citicorp and could result in different
levels of provisioning by various institutions. From a
supervisory point of view Mr Galpin said that the Bank were
encouraging an objective approach based on the circumstances
and nature of individual country claims. It remained to be
seen whether there was any conflict of interpretation between
the USA and the UK in accepting provisioning as part of
capital: this could have an impact on the convergence

exercise.

2 With reference to a Minute of 22 January, Mr Dawkins informed
Court that as a result of the ballot of BESO members, in which
54.9% of those eligible had voted, 82.7% had voted in favour
of a transfer of engagements to BIFU.

He went on to say that the proposals relating to
Reclassification and the across the board salary increase,
which had been mentioned at Court the previous week, had now
been put formally to the Union, which proposed to conduct a
ballot of members. The result should be known the following

week.
At the Governor's invitation:-

1 Sir Hector Laing introduced a Report from the Board of
Directors of BE Services Ltd, together with the annual
accounts for the year ended 28 February 1987, which were laid

before Court.
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2 With reference to a Minute of 5 June 1986, Mr Flemming
introduced a further paper which summarised the Weitzman
proposals for profit related pay, the tax incentive proposals
which Government had put forward in the 1987 Finance Bill and
offered a critique of both. In particular he drew attention
to the potential conflict that profit related pay schemes
might face in motivating and stabilising the work force on the
one hand while working for fuller employment on the other.

In the discussion which followed there was general acceptance
that identification of employees with the success of the
company through profit related pay schemes was admirable.
Although such schemes might work within a small unit there was
considerable doubt expressed about their application in the
context of larger divisions, companies, and multinational
units. There were many factors relating to company
profitability - investment, marketing policy, advertising etc
- which were outside the control of the employees, but would
nevertheless have an impact on their remuneration.

A comparison was drawn with existing profit sharing schemes
which were generally successful, but the profit related pay

scheme was intended also to widen employment possibilities.

3 Mr Flemming went on to introduce a paper on measures of
inflation and identified several different measures that could
be adopted, each valid in its own way depending on the
question to be addressed.

In discussion it was accepted that inter country comparisons
were often not necessarily accurate because of the differing
construction of national indices and, domestically, the use of
an all-embracing index could be equally misleading. However,
if an issue was precisely defined an appropriate index could

be identified to address the problem.

A summary of awards from the Queen's Birthday Honours List was
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 25 JUNE 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 George Adrian Hayhurst Cadbury

Frederick Brian Corby, Esa

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Martin Wakefield Jacomb

Sir Hector Laing

Anthony David Loehnis, Esa

Sir David Gerald Scholey, CBE
Deryk Vander Weyer, Esa, CBE

Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esa

Anthony Laurie Coleby, Esa

The Minutes of the last Court, having been circulated, were
approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the foreign exchanges and the

state of the domestic markets.
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Under the weekly executive report:-

1 Mr Galpin mentioned that during the previous week counterfeit
£10 notes, with a face value of approximately £74,000, had
been seized by the police from two locations, one in Devon and
the other in the Home Counties, together with printing
machinery and a camera. A road atlas, showing how and where
the counterfeiter had travelled to distribute notes, had also

been recovered. Three people had subsequently been arrested.

2 The Governor spoke about some of the issues which had been
discussed at the International Monetary Conference which he
haa attended earlier that week in Hamburg. In particular he
mentioned that there had been confirmation of the validity of
the Plaza and Louvre agreements on exchange rate stability,
and when speaking about common capital standards in banking he
had taken the opportunity to confirm that there was no
fundamental difference in the stance adopted in the USA and
UK. There had also been discussion on the international debt
situation: it had been important to draw attention to the
fact that the problems were not confined to Latin America but

extended also to Africa and Asia.
At the Governor's invitation:-

1 Mr Flemming commented on the Economic Report for June before
going on to introduce a paper on Manufacturing Productivity.
The paper drew attention to the strong growth in output per
head in the manufacturing sector which had risen by 6 1/2%
between the first aquarters of 1986 and 1987 and went on to
consider whether this was sustainable. It was likely that
the rate of growth of productivity could fall back towards 3%
but that this may take some time to occur. In the meantime
Mr Flemming said that 3 1/2% growth was probably more
realistic and would be incorporated in the Bank's next

forecast.

In a discussion which followed it was noted that the increase

in UK productivity had been better than in most countries and
that growth at 3 1/2% would still be better than most European

countries at present.
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2 With reference to the provisional money and banking figures
for May, Mr George introduced the regqular discussion of
monetary policy. He said that over the preceding three
months or so the authorities had been preoccupied with the
tactical handling of the huge exchange inflows which occurred
before the start of the general election campaign. Those
inflows had not resumed, as some had expected, on the election
result. Had they done so they would have presented a
difficult policy dilemma. As i1t was we now had the
opportunity to stand back and consider where we stood in

relation to the longer-term strategy.

The short term economic prospect was now favourable: the
economy was buoyant and the pattern of demand reasonably well
balanced. Unemployment had finally come down somewhat, and
the RPI, currently around 4%, could edge down over the rest of
the year. The question now was how best to sustain this

prospect.

On the monetary front, the provisional money figures showed
that MO was still growing at a moderate pace, 4.4% year on
year, while the recent intervention had been reflected in a
year on year increase of 19% in M3. Other measures of broad
money were growing more slowly than this though they too were
inflated by intervention. The growth of credit to the
private sector remained strong. These developments, together
with the recent softening in the exchange rate, taken with the
growth of earnings and apparent re-acceleration of pay
settlements - though not immediately alarming - did not point
to the gradual further reduction in inflation, which was the
Government's declared aim. Without that prospect we were
vulnerable to a setback on inflation which could disturb the
stable environment necessary to our more effective economic
performance. Against this background it remained necessary

to persist in a firm overall policy stance.
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 2 JULY 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

Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Robert Haslam

Sir Hector Laing

Anthony David Loehnis, Esa

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Douglas Alfred Dawkins, Esa
John Stanton Flemming, Esa

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the foreign exchanges and the
state of the domestic markets including the Official Reserves

figures for June which had been published that morning.

Under the weekly executive report and with reference to a Minute
of 18 June and earlier, Mr Dawkins reported the result of the
recent ballot held by the Union on the Reclassification proposals
for Banking staff and the across the board increase for both

Banking and Technical & Services staff. 60% of the membership
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had voted and although a majority of both Banking staff and
Technical & Services staff had voted in favour of the proposals,
the margins were narrow. The Union were therefore pressing the
Bank to make further concessions: although there was still a
small residue of savings available for distribution he was not
confident that this provided sufficient scope for an agreement.
Reclassification incorporated many radical changes and if these
were to be successfully implemented it was important that they
should be accepted through the process of negotiation rather than
imposed by management. He was anxious therefore that discussions

with the Union should continue.

In the discussion which followed the Deputy Governor said that
although the result of the ballot suggested that the staff were
fairly eaually divided over these issues, overall less than 20% of
the staff had voted against the proposals. Nevertheless it was
accepted that Mr Dawkins shoulad continue his dialogue with the
Union although it was felt that this should not be allowed to

continue indefinitely.
At the Governor's invitation:-

1 Mr Loehnis spoke about the World Payments Report for June
which reviewed international trade and payments balances,
interest rates and exchange rates together, and presented the

n

opportunity to see them "in the round". In particular he
identified two main themes, the intervention role of central

banks and the correction of current account imbalances.

The key aquestion remained whether the underlying corrective
trends at work in the US and Japanese economy were sufficient
to start reducing the US current account deficit with the
current pattern of exchange rates or whether the US dollar
would have to depreciate further with the inevitable risk of

higher interest rates. A brief discussion followed.

2 Mr Walker introduced a paper which discussed the impact of Big
4 Bang on the eaquity market and in particular the hypothesis
that Big Bang had increased the volatility of share prices.

It had not been possible to say precisely what was
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attributable to Big Bang but certain factors were
identifiable.

increased number of market makers, the improved up to date
price information now available and the fact that there had
been a substantial fall in transaction costs attributable to a

fall in commission rates and the reduction in stamp duty.

]
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 9 JULY 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 George Adrian Hayhurst Cadbury

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Hector Laing

Gavin Harry Laird, Esa

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

William Peter Cooke, Esa
Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esg

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor

invited Mr George to speak about the foreign exchanges and the
state of the domestic markets

Under the weekly executive report:
/ 1 Mr Galpin referred to the recent press announcement about the

proposed sale by Midland Bank of their subsidiaries, the

ywl Clydesdale Bank and the Northern Banks in Ulster and the Irish
N/
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Republic, to National Australia Bank. This sale together
with a rights issue of £700 mn would enable the Midland Bank
to increase its provision against doubtful debts by some

£900 mn to the sort of level set by other banks recently.

The Bank of England had no objection in principle to the sale
but it would still be subject to agreement by the appropriate
reqgulatory and governmental bodies. He said that he had been
impressed during recent discussion with the National Australia
Bank and was confident that they would be a good parent to
those banks.

Mr Dawkins mentioned that Mr B T Watts, the Managing Director
and Catering Services Manager of BE Services had been

nominated Industrial Caterer of the Year.

At the Governor's invitation:-

1

With reference to a Minute of the previous week, and earlier,
Mr Dawkins informed Court that negotiations with BESO on
Reclassification had been successfully concluded the previous
week.

He then went on to explain the proposals and transitional
arrangements for existing Senior Officials, the appointment of
some new Senior Officials, and the appointment of an Assistant
Director, details of which were contained in a Minute of the

Committee of Treasury.

It was agreed that consequent upon Reclassification, and with
effect from 1 July 1987:-

(a) the existing structure for Senior Officials which provides
three scales/fixed points be replaced by five fixed points,

attracting the following salaries:-

Alpha £65,000
Beta £60,000
Gamma £55,000
Delta £51,000

Epsilon £47,000
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16 July. He explained that copies of a mini poster,
highlighting the changes in the design of the notes
would be distributed to Banks, Building Societies and
the Post Office for display for some 4 to 6 weeks from
16 July.

3 Mr Price, in the absence of Mr Loehnis, presented the

International Economic Developments paper for June.
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 16 JULY 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
Frederick Brian Corby, Esa

Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Martin Wakefield Jacomb

Sir David Gerald Scholey, CBE

Sir Leslie Clarence Young, CBE

William Peter Cooke, Esa

Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esa

The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, the Governor
invited Mr George to speak about the foreign exchanges and the

state of the domestic markets.
Under the weekly executive report:-

1 Mr George spoke about the Stock Exchange settlement problems,
grv which had arisen because back offices were unable to cope with

the paper work generated by the increased volume of business

being transacted since Big Bang. The problem was increasing
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with each accounting period and it was important that steps
should be taken to control it. The Bank had been pressing
the Stock Exchange to take action, as it was essentially their
problem, although it affected too the Stock Exchange money
brokers, for whom the Bank has supervisory responsibility
because of their role in the gilts market. Following recent
discussions, the Stock Exchange would be announcing corrective
measures this weekend: simultaneously the Bank would announce
steps to be taken by the Stock Exchange money brokers,
including a requirement that they should in future mark to
market on a daily basis and take a 5% margin.

2 In commenting on the differences between the capital adeauacy
requirements of SIB and the Bank for securities business,
Mr George explained that whereas the SIB's reaquirements needed
to cover commission-earning broking businesses, the Bank were
essentially concerned particularly with position-taking market
makers. However, as many firms traded in both areas, it had
been hoped that a common set of reauirements could be
agreed. The Bank had also hoped that the requirements would
be close to those of the SEC in New York, to facilitate the
convergence exercise with the US securities regqulators.
Discussions with SIB had failed to find a common solution
acceptable to both sides. Nevertheless, the average level of

capital required under the two regimes would be roughly the

same - it was the structure of the reauirements that
differed.
3 Mr Galpin then commented on the announcement made the previous

day that the Bank had reached agreement with the SIB about the
supervision of those financial institutions engaged in both
banking and securities business, once the Financial Services
Act came into force. This had been necessary because there
was a clear overlap between the Bank of England's function as
supervisor of banking activities and those of the SIB in
respect of investment business. The agreement provided for
the Bank to act as lead monitor of the securities business by
banks who did not handle such activities through

/ subsidiaries: in the latter case regulation would be

éé% undertaken directly by the SIB (or relevant SRO). To satisfy
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the statutory duty imposed on the SIB by the Financial
Services Act, the SIB would reauire regqular reports, or health
certificates, from the Bank. These reports would not contain
other details, other than in summary form, of an institution's
banking business but would confirm that taking both
supervisors' reaquirements together the Bank's capital adeaquacy
tests had been met. If problems arose with particular
institutions, the Bank and the SIB would consider them jointly
but other than 1in exceptional circumstances it would be left
to the Bank to instigate further enauiries.

It was hoped that this would provide the basis of a workable
system acceptable to all and that it would be recognised that
both sets of regulators accepted that, in capital adeauacy
terms, capital was indivisible. The agreement with the SIB

would provide a paradigm for agreements with other SROs.

At the Governor's invitation:-

1 The Deputy Governor, in his capacity as Chairman of the
Company, commented on the Annual Report and Accounts of
Slater, Walker Ltd, a wholly-owned subsidiary of the Bank, for
the year ended 28 February 1987. He went on to refer to a
Minute of 11 June relating to the dispute with Britannia Arrow
which was now the subject of legal action: once this was
resolved a decision would have to be taken on the future of

the company. The Report and Accounts were laid before Court.

2 Mr Flemming presented the Bank's Summer Forecast covering the

period up to 1989.

Finally, the Governor explained that both he and the Deputy
Governor would be absent from Court the following week. As there
was at present no urgent business reaquiring the attention of Court
that week, he proposed, and it was agreed, that a Meeting of

Directors, involving only the Executive Directors, should be held.

7 [
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A MEETING OF DIRECTORS AT THE BANK
THURSDAY 23 JULY 1987

Present

The Hon Sir John Francis Harcourt Baring, CVO
Rodney Desmond Galpin, Esa
Edward Alan John George, Esa

William Peter Cooke, Esa

Douglas Alfred Dawkins, Esa

In the absence of the Governor and the Deputy Governor, Mr George
was chosen Chairman pursuant to the provisions of Clause 6(2) of

the Charter of 1 March 1946.

The number of Directors assembled being insufficient to form a
Court, those present proceeded to the business, subject to

ratification by the next Court.

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.

Under the weekly executive report Mr George mentioned that later
that day the Bank would be publishing a Grey Paper on Wholesale
Markets regulation: it would include details of the Bank's
capital adeauacy redquirements and a code of conduct for listed
market makers. He went on to say that a separate announcement
would also be made about related adjustments to the capital

adequacy reauirements for the Discount Houses, Gilt-Edged market

makers, and Stock Exchange money brokers,
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 30 JULY 1987

PiRe'seniE

The Rt Hon Robert Leigh-Pemberton, Governor
Sir Hector Laing

Frederick Brian Corby, Esa

Rodney Desmond Galpin, Esa

Sir Robert Haslam

Sir Martin Wakefield Jacomb

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

William Peter Cooke, Esa

Douglas Alfred Dawkins, Esa

Anthony Laurie Coleby, Esa

The Minutes of the Court of 16 July were confirmed, and those of

the Meeting of 23 July were approved.

There being no comments on the weekly figures, the Governor
invited Mr Coleby, in the absence of Mr George, to speak about the

foreign exchanges and the state of the domestic markets.

Under the weekly executive report:-

1 Mr Galpin explained that in 1975 all mutilated note work had
been transferred to the Newcastle Branch where 41 staff were

engaged full time on is Ee The volume of work had since fallen
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dramatically, partly as a result of the introduction of the £1
coin, and although only 13 staff remained there was now
insufficient work for them. As a result it was proposed that
those who were able would be integrated with the Banking Staff
on other branch work; those unsuitable for such work would be
offered the option of either an early pension or continued

employment handling mutilated notes on a part-time basis.

2 Mr Walker drew attention to the legal proceedings, instigated
in the USA by Mr Shamji's family, against JMB and in which the
Bank of England had subseauently been joined. After a
protracted legal process the Judge, at a hearing the previous
week, had dismissed that part of the claim against the Bank.
Although the claim remained against JMB, Mr Walker said that
there was a good possibility that that too would be dismissed

in due course.

3 The Governor informed Court that earlier that month Committee
of Treasury had considered a reaquest from Mr Peter Thornton,
the Curator of the Sir John Soane Museum, that the Bank might
contribute towards the cost of restoring the Picture Room at
the Museum. In view of the connection with the Bank, the
Committee had agreed that a contribution of £15,000 would be
appropriate: Mr Thornton had asked that his thanks and those

of the Trustees of the Museum be conveyed to Court.

At the Governor's invitation:-

1 Mr Taylor attended Court, in the absence of Mr Loehnis, and
spoke about the Overseas Trade Figures for May which had been

released on 22 July.

2 In the absence of Mr Flemming, Mr Taylor then spoke about the
Economic Report for July. In introducing a paper on Wage
Developments which discussed recent wage settlements in
various employment sectors, Mr Taylor pointed out that,
overall, wage settlements were currently about 1% lower than
in the previous year, although in the past two months there
was evidence that they were creeping up again, but only by
about 1/2%. Although the position overall was auite
encouraging, there was now tentative evidence of settlements

responding to the tighter labour market.
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 6 AUGUST 1987

Preisenit

The Rt Hon Robert Leigh-Pemberton, Governor
Sir Hector Laing

Dr David Valentine Atterton, CBE

The Hon Sir John Francis Harcourt Baring, CVO
Frederick Brian Corby, Esa

Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Sir Robert Haslam

Sir Martin Wakefield Jacomb

Anthony David Loehnis, Esa

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

Sir Leslie Clarence Young, CBE

Douglas Alfred Dawkins, Esa

| Anthony Laurie Coleby, Esa

|

|

The Minutes of the last Court, having been circulated, were
approved.

There being no comments on the weekly figures, the Governor
invited Mr Coleby, in the absence of Mr George, to speak about the

foreign exchanges and the state of the domestic markets, including
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the Official Reserves figqures for July which had been published
the previous Tuesday. In doing so Mr Coleby concluded by saying
that the Bank were increasing the rate at which they invited bills
to be offered to them by the market by 1% with immediate effect.
This reflected the considerations he had described at Court the

previous week in the discussion on monetary conditions.

Under the weekly executive report:-

1 Mr Galpin mentioned that a letter had been sent the previous
day to 120 United Kingdom incorporated institutions authorised
under the Banking Act concerning provisions against loans to
troubled debtor countries. Enclosed with the letter was a
matrix to enable the institutions concerned to reconsider the
adequacy of their provisions. As a background to this
initiative Mr Galpin summarised the history of discussions
that had taken place with banks, the Treasury and the Inland
Revenue over the aquestion of provisioning against sovereign
debt and the resulting steps that had been taken. Arising
from the problems of Mexico and Brazil, and findings of the
Cooke Committee on various countries' exposures in relation to
capital, 1t had been decided in April this year, with the
support of the Board of Banking Supervision, that banks should
be required to increase their provisions, The banks had
somewhat reluctantly accepted this and had agreed to discuss
this aquestion collectively with the Bank with a view to
agreeing a way forward which could be reflected in their
interim results due in June. The first meeting of the
Committee had taken place the morning after Citicorp had
announced an increase in bad debt provisions: this had
resulted in the banks accepting more readily the need for such

an increase.

These discussions had culminated in a matrix of 15 objective
criteria being formulated against which banks would mark all
countries to which they had a sovereign risk exposure. The

scores thus achieved would suggest the percentage range of
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provisions reaquired, discussions on which would be helad
between individual banks and their supervisors. This new
approach had been discussed with the Inland Revenue who had
found it helpful and providing a basis for discussion with
individual banks of the tax deductability of their
provisions. Mr Galpin added that the existence of this
document which was not being published was likely to leak
out. Its purpose was to establish a standard methodology
within banks for assessing provisions against sovereign debt;
since the matrix was to be completed by the banks it could
properly be seen as their assessment of provisioning
requirements and not as guidance by the authorities of
specific levels of provisions required against particular

€ ollnEhatielst

With reference to a Minute of 16 July and the Stock Exchange
settlement problems, Mr Walker referred to the tighter capital
requirements that had been imposed on the Stock Exchange money
brokers. Given the scale of the increase in their lending of
equities and that the Bank had supervisory responsibility for
them, this had been a necessary move, though it had not in
itself helped the wider settlement problem and may have
exacerbated it. But there had been full consultation with
the Stock Exchange, which now had several initiatives 1n
train. Specifically, discussion was in train to promote
improvement in the performance of major registrars whose
ability to cope had diminished. The Stock Exchange had also
taken a number of initiatives amongst which had been
restricting the trading of specific member firms as well as
providing assistance to member firms in particular need.

These steps, however, had merely helped to alleviate the
present problem but not deal with the ultimate solution. Thie
suggestion had been made that the problem might be resolved by
reducing trading through the i1ntroduction of shorter opening
hours for the Exchange but this was unlikely to help much, if
at all, and would do great harm to the Stock Exchange.

However vigorously present efforts are pursued, the fact is

that settlement problems are likely to persist,

Bank of England Archive (G4/214)




98

albeit hopefully on a smaller scale than now, until the

proposed new book entry transfer system 1s 1ntroduced, not
less than a year from now.

3 The Governor mentioned that he had written to the Secretary of
State for the Department of Trade and Industry urging him not
to refer British Airways' offer for British Caledonian to the
Monopolies Commission. This stance had been taken as a
result of experiences over Laker Airways and the serious

financial position of British Caledonian.

At the Governor's invitation:-

1 Sir Hector Laing introduced a Report of the Debden Committee
on the annual report and accounts of the Printing Works for
the year ended 28 February 1987, which was laid before Court.

2 Mr Taylor attended Court, in the absence of Mr Flemming, to

answer any questions arising from the Economic Commentary
section of the August edition of the Quarterly Bulletin.

3 Mr Loehnis introduced the International Economic Developments

paper for July.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 20 AUGUST 1987
Present

Sir George Blunden, Deputy Governor
Sir George Adrian Hayhurst Cadbury
Dr David Valentine Atterton, CBE
The Hon Sir John Francis Harcourt Baring, CVO
Frederick Brian Corby, Esa

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Martin Wakefield Jacomb

Gavin Harry Laird, Esa

Sir David Gerald Scholey, CBE

David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE

William Peter Cooke, Esa
Douglas Alfred Dawkins, Esa

John Stanton Flemming, Esa

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin commented on the weekly figures and Mr George spoke
about the foreign exchanges and the state of the domestic
markets. He said that, in the Money Figures which had been
published that morning, the monthly growth of 1.2%, seasonally
adjusted, in narrow money (MO) was essentially erratic. So far

as broad money was concerned M3 after seasonal adjustment had
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grown by 2 1/4% on the month with M4 and M5 growing more slowly.
The growth in broad money generally had arisen from a record
increase in the banks' sterling lending, a large part of which
appeared to have been used to repay earlier borrowing in foreign
currency. There was little evidence of a sudden explosion of
consumer credit, which had been growing fairly steadily - and

rapidly - throughout at least the last three years.

Having informed Court that he had no items to raise under the
weekly executive report, the Deputy Governor mentioned that any
Non-Executive Director who wished to ask about events affecting
the Bank during the preceeding week which had not been covered by
the executive report was always welcome to do so at this point 1n
the agenda.

At the Deputy Governor's invitation:-

1 Sir Adrian Cadbury introduced a Report of the Trustees of the
Court Pension Scheme, together with the Annual Report and
Accounts for the year ended 28 February 1987. The
recommendation of the Trustees that the rate of contribution
be maintained at its present level until the result of the

valuation as at 1 March 1988 is known, was approved.

2 Mr Galpin presented a Report of the Trustees of the Bank of
England Pension Fund, together with the Annual Report and
Accounts for the year ended 28 February 1987. He mentioned
that although not reaquired to do so until next year the
Trustees had decided to present the report in accordance with
the Regulations on disclosure of information contained in the
Occupational Pension Schemes Regulations 1986. Mr Galpin
also drew attention to the above-average performance of the
rate of return which the Fund achieved during 1986 together
with the fact that, without taking into account deferred
pensioners, there were almost 1,000 more beneficiaries than

active members of the Fund.

3 Sir John Baring introduced a Report of the Committee to

consider the Securities of Certain Funds which was approved.
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With reference to a Minute of the previous week and earlier,
and to the provisional money and banking figures for July,
Mr George introduced the regular discussion of monetary

1@ bt (€% He reminded Members of the dilemma we had faced
earlier in the year when we had resisted upward pressure of
the exchange rate. On the assumption that the pressure might

only be temporary, and to preserve business confidence, we had

then compromised on our domestic monetary objectives, It

followed that, unless evidence changed, we should seek to

recover the ground we had given up once the dilemma had

eased. To the extent that the indicators of monetary

conditions had subseaquently changed,

they had pointed to the

need for firmer rather than easier policy.

In several respects the economy was

important to keep downward pressure

performing well but it was

on prices and to keep

inflation under control in order to sustain this

performance. Underlying inflation in the economy as a whole

remained at about 4-5% which was still higher than our

competitors: there was little evidence to suggest that it was

falling but some indication that it could possibly move higher.
The monetary influences had been discussea the previous

week, Although there were grounds for thinking that the
recent growth in bank lending was less worrying than appeared
at first sight, the persistently fast growth of broad money
was not reassuring. Nevertheless it would be premature to
think that the situation was getting out ot hand. The
tightening of policy 1n the last month had certainly been
necessary.

Hopefully it had been adeguate, but there was a

continuing need to watch the situation closely.

Mr Loehnis presented the 1987 LDC Disaggregated Forecast the
main objectives of which were to check whether the Bank's
World Economy Forecast projections for the aggregate less
developed countries (LDC's)

looked realistic, and to consider

how the debt burdens of some important debtors could evolve.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 3 SEPTEMBER 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
Sir George Blunden, Deputy Governor
Frederick Brian Corby, Esa

Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Edward Alan John George, Esa

Sir Robert Haslam

Sir Hector Laing

Anthony David Loehnis, Esa

David Alan Walker, Esa

Sir Leslie Clarence Young, CBE

John Stanton Flemming, Esa

Douglas Alfred Dawkins, Esa

The Minutes of the last Court, having been circulated, were

approved.

Mr Galpin commented on the weekly figures and 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

August which had been published the previous day.

There being no items for discussion under the weekly executive

report, at the Governor's invitation:-

V4 1 Mr Loehnis spoke about the Overseas Trade figures for July

which had been released the previous Tuesday.
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2 Mr Loehnis then introduced the International Economic

Developments paper for August.

3 The Deputy Governor, in commenting on the Accounts of the
Houblon-Norman Fund for the year ended 30 June 1987, explained
that the Fund had been established by Court in 1944 and the
three Trustees of the Fund, who are now all Members of Court,
thought it appropriate that the Accounts should be presented
to Court, Mr Flemming in his capacity as a Member of the
Houblon-Norman Advisory Committee commented on the Report of
that Committee, on the appointment of the Fellow for 1987/88
and on the areas of research that he would be pursuing.
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A COURT OF DIRECTORS AT THE BANK

THURSDAY 10 SEPTEMBER 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
Sir George Blunden, Deputy Governor

Dr David Valentine Atterton, CBE
Frederick Brian Corby, Esa

Rodney Desmond Galpin, Esa
Edward Alan John George, Esa
Sir Hector Laing

Anthony David Loehnis, Esa
David Alan Walker, Esa

Deryk Vander Weyer, Esa, CBE
Sir Leslie Clarence Young, CBE

William Peter Cooke, Esa
John Stanton Flemming, Esa

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.

Under the weekly executive report, the Governor spoke to Court
about the recent meetings of the BIS in Basle which he had
attended. He then mentioned that the visit of the Prime Minister
to lunch the previous day had been very satisfactory; a similar

occasion was likely to be arranged in some six months' time.
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At the Governor's invitation:-

1 In commenting on the Report and Accounts of EBS Investments
Ltd for the year ended 28 February 1987, Mr Galpin said that
it might be possible to put the Company's two subsidiaries
into liguidation by the end of the year once certain tax
problems were resolved: thereafter it might be possible to

liguidate EBS Investments itself. The Report and Accounts
were laid before Court.

2 Mr Loehnis 1ntroduced a paper from the International Divisions
- Liberalisation, London and the International Securities

Markets - which sought to assess the impact of liberalisation

abroad on London's role as the home of the euromarkets.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 17 SEPTEMBER 1987

Present

The Rt Hon Robert Leigh-Pemberton, Governor
Sir George Blunden, Deputy Governor

Dr David Valentine Atterton, CBE

Sir George Adrian Hayhurst Cadbury

Sir Colin Ross Corness

Rodney Desmond Galpin, Esa

Sir Martin Wakefield Jacomb
Sir Hector Laing
| Gavin Harry Laird, Esa
| Anthony David Loehnis, Esa
Deryk Vander Weyer, Esa, CBE

Sir Leslie Clarence Young, CBE

Anthony Laurie Coleby, Esa

[\ The Minutes of the last Court, having been circulated, were

approved.

There being no comments on the weekly figures, Mr Coleby, in the

absence of Mr George, spoke about the foreign exchanges and the
\ state ot the domestic markets.

Under the weekly executive report:-

i The Governor commented on the ECOFIN meetings which he had

attended the previous weekend in Denmark.
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2 Mr Galpin spoke about the Bank's powers 1n respect of those
seeking a controlling interest in an authorised institution.
In particular he commented on press reports earlier that day
which drew attention to the delay by the Bank in making a
decision on the bid by Eauiticorp for the Guinness Peat
Group. He explained that under the Banking Act 1987 those
seeking a controlling interest would have to submit to a 'fit
and proper' test but until the Act was 1n force - hopefully on
1 October - the Bank did not have power to seek the necessary
information to enable them to make the judgment. In the case
of Eaquiticorp the Bank had sought that information on an
informal basis but 1t had not yet all been forthcoming: for

this reason it was impossible to come to a judgment.

Once the Act was in force, the decision formally taken by the
Bank would be open to appeal and 1t was important therefore
that we should be both thorough and consistent in our

decisions on suitability.

At the Governor's invitation:-

1 The Deputy Governor introducea a Minute of the Committee of
Treasury recommending changes to the Board of Directors of
certain of the Bank's subsidiary companies conseauent upon the
retirement of Mr Dawkins; a number of changes concerning the
representation of the Governor and Company of the Bank of
England at Meetings, pursuant to Section 375 of the Companies
Act 1985; and that authority be given for Mr H C E Harris to
act as a Governor for the purposes of authorising budgets and
additional expenditure, and authorising and monitoring
projects, as reauested, from time to time, by the Deputy
Governor. The recommendations contained in the Minute were

approved.
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2 Dr Atterton introduced a Report of the Charitable Appeals
Committee which was laid before Court.
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letter from Messrs Freshfields confirming that the document
was in a fit and proper form.

Court approved the proposals and ORDERED that the Power
of Attorney be sealed with the Common Seal of the Bank.

Mr Flemming presented the Economic Report for September.

With reference to the provisional Money and Banking figures
for August, Mr Coleby introduced the regular monthly
discussion of monetary policy. Our policy stance was
related to judgments on demand and supply in the economy.
Over the recent period there has been no guestion of demand
being inadeaquate and therefore no reason to consider lowering
interest rates, unless that became necessary to combat upward
pressure in the exchange markets. The possibility of a
tighter policy being needed because of strengthening demand or
faltering supply has on the other hand been a real one.
Until the publication of the trade figures earlier in the day
the news from the real economy had been modestly reassuring;
the trade figures pose a bigager question mark.

The latest month's Money and Banking figures added little
to the debate. MO showed a decline, year on year, from 5.3%
to 4.5% but the underlying growth in the currency circulation
was rather stronger. Growth in the broader aggregates was
unspectacular, but M3's year on year increase rose to 22% from
under 21% owing to the disappearance of the low figure for
August 1986. The rates of annual growth of M4 and M5 were
showing signs of acceleration. The growth of sterling bank
lending was encouragingly modest, but was accompanied by a
resumption of lending to UK borrowers in foreign currencies.
It was hard to find convincing evidence that sterling and
currency lending were close substitutes but, for what it was
worth, the sum of the two in each of the last two months was
well below that earlier in the year. The Money and Banking
figures therefore provided little additional evidence to

support the view that the economy was overheating.
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A COURT OF DIRECTORS AT THE BANK
THURSDAY 1 OCTOBER 1987

Present

following day.
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The 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 Loehnis introduced the

International Economic Developments paper for September.
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2 In referring to the CBI Report on Industry/City relations,
which had been published the previous day, Sir David Scholey
enquired whether the Bank, having taken the initiative in
stimulating the debate, would continue to be involved.

Sir Adrian Cadbury said that the Report would now be debated
at the CBI Conference and suggested that any comment should
perhaps await that event.

At the Governor's invitation:-

1 Mr Walker introduced the latest Report and Financial
Statements of Minories Finance Ltd as at 30 June 1987. The
Governor expressed thanks to Mr Walker and his colleagues on
the very satisfactory situation that now obtained with
Minories Finance Ltd.

2 With reference to a Minute of 21 May, Mr George introduced the
Departmental Working Party Report on the location of the
Registrar's Department, which had been discussed earlier that
day at Committee of Treasury. At the Governor's further
invitation Messrs Drake and Harris also attended as the
subject was one which would have considerable effect upon

their respective areas of responsibility.

Mr George identified the main issues; the cost of relocation
which on a worst case basis would produce savings of the order
of £7.25mn per annum, representing a rate of return of about
15%, which was a reasonable proposition for the public

sector; the risks of dislocation to the registration function
and the gilt edged market if too many staff quit before the
move and sufficient qualified staff were not prepared to
relocate - this raised the issue of adjustments in salary and
salary expectations; the need for social and operational
reasons to consider a search zone within a day's round trip
from London; and the need, for political reasons, to look
specifically at locations in Assisted Areas within the search
zone, and if necessary define precise reasons for their

rejection.
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During the discussion which followed, questions were raised
about privatisation and the possibility of the Bank
establishing a separate company to undertake the registration
function, and whether it was necessary to maintain such a high
level of service in this respect; the need to ensure that
once the Registrar's Department had moved, the residual
overheads were not then spread over the rest of the Bank; and
the possibility of finding suitable accommodation in an

existing building rather than having one custom built.

In response, Mr George said that it was the Bank's
responsibility to provide the service to Government on a
cost-effective basis; privatisation would achieve this but
the private sector would, in addition, require a profit. It
was for Government to decide on the quality of service they
required - the liquidity resulting from rapid registration in
the gilt market was one of its attractions compared, for
example, with the equity market. The matter of residual
overheads was a consequential 1ssue to be resolved within the
Bank; and tne possibility of using an existing building was
one on which the Bank would certainly take advice from local
estate agents.

Considerable concern was then expressed on the various
staffing issues that were raised by relocation; the need for
adequate incentives for staff to remain in London until the
move took place; the need for adequate relocation terms; and
the need for firm assurances to the staff that these would be
dealt with sympathetically. It was agreed that the detailed
arrangements on these issues should be left to the discretion

of the Governors.

Court then agreed:-

(i) to endorse in principle, and subject to discussion with
HMT of the financial arrangements, the main
recommendation of the Registrar's Departmental Working

Party that the Department (except CGO) should move away

from London;
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