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A MEETING OF DIRECTORS AT THE BANK 

THURSDAY 5 JANUARY 1989 

Present 

The Rt Hoo Robert Leigh Pembertoo, Governor 

Sir George Blunden, Deputy Governor 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir George Adrian Hayhurst Cadbury 
John Stanton Flemming, Esq 

Anthony David Loehnis, Esq, CMG 
Briao Quinn, Esq 

David Alao Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 

Antbony Laurie Coleby, Esq 
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The number of Directors assembled being insufficient to form a 

quorum, those present proceeded to the business subject to 

ratification by the next Court. 

The Minutes of the Meeting of 29 December, having been 

circulated, were approved. 

In commenting on the weekly figures, Hr Quinn said that notes 

in circulation showed an increase of 10.5\ on the 

corresponding figure a year ago although the total amount of 

notes in circulation was down El bn on the figure for the 

~~ previous week; the incidence of holidays made it difficult to 

~ draw conclusions from these figures and the picture should 
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become clearer in a few weeks. Hr Coleby spoke about the 

foreign exchanges, including the Official Reserves figures for 

December, and the state of the domestic markets. 

There were no items for discussion under the weekly executive 
report. 

At the Governor's invitation, Mr Loehnis commented on the 

Overseas Trade figures for November, which had been published 

the Friday before Christmas. 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY l2 JANUARY 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

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

Sir Colin Ross Corness 
John Stanton Flemming, Esq 

Edward Alan John George, Esq 
Sir Robert Haslam 
Sir Hector Laing 

Gavin Harry Laird, Esq, CBE 

Anthony David Loehnis, Esq. CMG 
Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 

Anthony Laurie Coleby, Esq 

The Minutes of the Court of 22 December and of the Meeting of 

J' 29 December were confirmed, and those of the Meeting of 

L1 
5 January, were approved. 
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In commenting on the weekly figures, Mr Quinn said that notes in 
circulation showed an increase of 8.5\ on the corresponding 
figure a year ago and that the holiday distortions were now 
probably more or less over. Mr George then spoke about the 
foreign exchanges and the state of the domestic markets. 

Under the Weekly Executive Report: 

1 The Deputy Governor reminded Members that on 15 December 
Court had appointed Mr Crockett as an Executive Director 
with responsibility for the international work of the Bank 
and the Financial Statistics Division. As a result of a 
subsequent review of the structure and functions of the 
Financial Statistics Division, it now seemed more 
appropriate for the directorial responsibility for that 
Division to rest with Mr Flemming alongside his 
responsibility for the Economics Division. 
Court agreed that Mr Flemming should assume this additional 
responsibility and that Mr Crockett should be responsible 
for the work of the Audit Division in addition to the 
international work of the Bank. 

2 The Governor said that Members may have heard BBC reports 
that he bad written to the Chancellor of the Exchequer 
setting out the Bank's views and advice on proposals for 
this year's budget, a task which be undertook annually. 
However, it now appeared that this year the letter had been 
leaked, possibly from the Bank: this was a very serious 
matter and a thorough investigation had been instigated. 

At the Governor's invitation: 

1 Mr Loehnis introduced the International Economic 
Developments paper for December. 

2 Mr Flemming presented the latest Bank Forecast on the 
Economic Outlook up to 1990. Tbe current forecast had been 
produced from an amended model, based on recent research 
carried out in the Bank, in which demand was more interest 
sensitive. This went some way towards answering the 
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question raised at Court on 22 December 1988. The model 

continued, however, to show cost inflation as being 
relatively insensitive to interest rates: this was because 

earnings were not seen to respond much to changes in demand. 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 19 JANUARY 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or Oavid Valentine Atterton, CBE 

Sir George Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

Edward Alan John George, Esq 

Sir Robert Haslam 

Sir Martin Wakefield Jacomb 
Sir Hector Laing 

Gavin Harry Laird, Esq, CBE 

Anthony Oavid Loehnis, Esq, CMG 

Brian Quinn, Esq 

oavid Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 

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

approved. 
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There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets, including the first reverse auction which had taken 

place the previous Friday. This had gon~ very smoothly and 

reverse auctions could prove to be a useful additional technique 

for our operations in the gilt edged market, certainly for 

short dated stocks. 
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Under the weekly executive report: 

l The Governor said that the GEC/Metsun issue raised certain 

matters of concern for banks and their relationship with 

their customers particularly in a multi customer situation: 

this was a subject that would be discussed with the CLSB 

Chairmen at their next meeting. 

2 With reference to a Minute of the previous week, the 

Governor said that he hoped to be able to report soon on the 

outcome of the investigation into the possible leak of 

details contained in his letter to the Chancellor of the 

Exchequer. 

3 Sir Adrian Cadbury asked where responsibility lay for 

policing the rules relating to the short selling or lending 

of stock in takeover situations, and the consequent 

uncertainties as to ownership. Primary responsibility for 

stock lending lay with the Stock Exchange but the Takeover 

Panel had some responsibility in this area. A further 

response would be given after more detailed consideration. 

The Governor informed Court that Sir George Abell, who had been 

an Executive Director of the Bank from 1952 1964 had died the 

previous week, and invited Sir Adrian Cadbury, as Chairman of 

the Trustees of the Court Pension Scheme to speak about the 

proposed pension provisions for Lady Abell. 

Court agreed that, in addition to the Widows• Allowance of 

£674.07 per annum payable from the Staff Pension Fund, 

Lady Abell be paid a pension of £10,026.48 from the Court 

Pension Scheme, subject to the Trustees reverting to Court 

should Lady Abell's financial circumstances warrant 

it. 
Sir Hector Laing expressed the view that the formula agreed by 

Court in 1978 whereby the widow of a former Director should 

receive half the pension actually in payment to the husband on 

his death was particularly severe and warranted further 

consideration. 
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A letter from Messrs Freshfields was submitted together with a 

document to be sealed, namely a Deed of Transfer relating to the 

sale of a small parcel of land, belonging to a member of staff, 

to East Sussex County Council for the purposes of highway works. 

Court approved thereof and ORDERED that the document in question 

be sealed with the Common Seal of the Bank. 

At the Governor's invitation and with reference to a Minute of 

7 July, Mr Loehnis introduced a paper on Capital Flight from 

Latin America, which updated the paper discussed by Court in 

January 1986. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 26 JANUARY 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 
Sir George Blunden, Deputy Governor 
Or David Valentine Atterton, CBE 
The Hon Sir John Francis Harcourt Baring, CVO 
Sir George Adrian Hayhurst Cadbury 
John Stanton Flemming, Esq 
Edward Alan John George, Esq 
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Sir Martin Wakefield Jacomb 
Sir Hector Laing 

Anthony David Loehnis, Esq, CMG 
Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 
David Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 

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

Mr Quinn said that the weekly figures showed that the note issue 
was now only just under 7 1/2\ higher than this time last 
year. This did not necessarily indicate a significant 
weakening but will have been caused to some extent by a clearing 



bank changing its arrangements for holding notes. Mr George 

then spoke about the foreign exchanges and the state of the 

domestic markets. 

Under the weekly executive report: 
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1 With reference to a Minute of the previous week, the 

Governor said he had instituted a severe security 

investigation into the possible leaking of details of a 

letter he had sent to the Chancellor. It had been 

concluded that either a draft of the letter or a copy of the 

letter itself, had left the building. It was not known if 

this document was in the hands of the BBC and it had been 

decided not to interview their staff to pursue the matter. 

We now had a good idea where responsibility for the leak 

lay. He had concluded that it would not be right to call 

in the Police which could well lead to an unwelcome widening 

of interest. If our suspicions could be firmly 

established, which at the moment was not known, the 

individual concerned would be dismissed. This was likely 

to have the same affect on the person's future as the 

outcome of a police investigation which was liable to take 

longer. The intensity of the enquiries would emphasise how 

badly the Bank viewed the matter. 

2 The Deputy Governor mentioned to Court that we had been 

informed that the Police enquiries into JMB had ended. The 

Commissioner of the City of London Police had said that the 

enquiry was the largest and most complex fraud investigation 

ever undertaken by his Force and, he suspected, by any 

United Kingdom Force. 16 people had been charged as a 

result of the investigation, but only two had been members 

of the staff of JMB. 

3 Mr George informed Court that the Bank had announced on 

Monday that it would enter into money market dealing 

relationships with two new companies. These were 

S G Warburg Discount, who would become a fully fledged 

discount house authorised under the Banking Act, and 

Greenwell Montagu Gilt Edged who would operate in the money 
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markets out of their gilt edged market making company and 

would not acquire a banking licence. He thought that, if 

the Bank bad been willing to open up new money market 

relationships two years ago, a number of other companies 

would probably have applied and there could have been a 

danger of over capacity. The present level of capacity was 

satisfactory, although there might be one or two more 

applications to come. 

4 The Governor and Mr Ouinn spoke about the background to the 

decision to give information to the press in quotable form 

about the affairs of Equiticorp and Guinness Mahon. 

The Governor introduced a Recommendation to Court, arising from 

Mr Loehnis' departure from the Bank at the end of February, for 

changes to the Boards of three of the Bank's subsidiary nominee 

companies and to those authorised to act as representatives of 

the Governor and Company of the Bank of England at Meetings of 

two of those companies. The Recommendation was approved. 

At the Governor's invitation: 

Mr Flemming commented on the Economic Report for January. 

2 In introducing the regular monthly discussion of monetary 

policy Mr George said that the December figures for money 

and credit were somewhat disappointing after the better 

figures for October and November. But they still showed a 

decline on the three months rate of growth. This decline 

in MO was exaggerated by the postal strike, but narrow money 

was still growing more slowly even allowing for that. 

Broad money, M4, had grown at an annual rate of 13 l/2\ in 

the latest quarter compared with rates of nearly 25\ in the 

late Summer/early Autumn. 

Credit growth on an M4 basis was down to an annual rate of 

some 20\, from nearer 30\ earlier in the year, but this rate 

was still very high. Within the total there had been a 

more pronounced slackening in lending to the personal sector 

especially in mortgage lending but also in lending for 

consumption. 



When all the monetary data were taken together there were 

meaningful signs that growth was slowing, though it was not 

yet conclusive and another month's figures could easily 

alter the picture. 
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The most serious risk for policy was not to restrain 

domestic demand sufficiently. There were now more grounds 

than there had been a month ago to hope that it would not be 

necessary to tighten policy further, but we were not yet 

out of the wood and any thoughts of relaxation were 

premature. 

Mr George went on to discuss some criticisms of monetary 

policy in recent months. First, it was suggested that we 

were relying on a single policy instrument. This ignored 

the unprecedented tightness of the fiscal position as it had 

evolved during the year. Secondly, it was suggested that 

interest rates were an inappropriately blunt instrument. 

In fact, given that the source of the problem was excessive 

personal sector borrowing the interest rate weapon was 

precisely chosen and appeared from the slowdown in monetary 

growth and in lending to the personal sector to be having 

the desired effect. Thirdly, it was argued that interest 

rates had a perverse effect in strengthening the exchange 

rate at a time when the balance of payments was already very 

weak. The strength of the exchange rate was not a 

conscious objective of policy but a consequence. It did 

affect some sectors to an unwelcome degree, but the 

continuing widening of profit margins did not suggest 

unbearable competitive pressure in manufacturing as a 

whole. And it was a price that had to be paid if we were 

to achieve our essential counter inflationary objective. 

Indeed undue emphasis on a stable exchange rate had been an 

important cause of our present problems. Nor could we 

avoid paying that price: failure to achieve a sufficient 

moderation of demand now would simply mean more severe 

restraint at some stage in the future. 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 2 FEBRUARY 1989 

Present 

Sir George Blunden, Deputy Governor 

Sir Hector Laing 

The Hon Sir John Francis Harcourt Baring, cvo 
Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Robert Haslam 

Anthony David Loehnis, Esq, CMG 
Brian Quinn, Esq 
David Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 

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

approved. 
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In commenting on the weekly figures, Mr Quinn said that notes in 

circulation showed an increase of 6 3/4\ on the corresponding 

figure a year ago, compared wi th increases of 7 1/2\ and 8 1/2\ 

in the two previous weeks. Mr George spoke about the foreign 

exchanges, including the Official Reserves figures for January, 

and the state of the domestic markets. 

(\ There were no items for discussion under the weekly executive 

~report. 



The Deputy Governor introduced a Recommendation that, with 

effect from a date to be agreed. Sir Peter Petrie Bt CMG be 

appointed an Adviser to the Governor at a salary of £74,000. 

14 

The appointment would be for approximately four years from April 
of this year. 

The Recommendation was approved. 

The Deputy Governor said that in January 1986 Committee of 

Treasury had agreed that Mr Kent, in a personal capacity, be 

allowed to join the Southern Regional Board of British Rail, a 

purely advisory Board, as a Non-Executive Director. Mr Kent 

had now been invited to become Chairman of the Regional Board, 

to which Court gave their approval. 

At the Deputy Governor's invitation, Mr Harris introduced a 

Recommendation that Mr D A Sharp, Head of the Personnel 

Division, be appointed a Nominative Trustee of the Central 

Foundation Schools of London in place of Mr D L Best, for a 

period of four years from 3 March 1989. The Recommendation was 

approved. 

Court also agreed that, in future, authority to make such 

appointments be vested in the Governors. 

Also at the Deputy Governor's invitation: 

1 Mr Loehnis commented on the Overseas Trade figures for 

December, which had been published the previous Friday. 

2 Mr Flemming presented the Economic Commentary section from 

the February edition of the Quarterly Bulletin. 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 9 FEBRUARY 1989 

Present 

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

Or David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, cvo 

Sir George Adrian Hayhurst Cadbury 
Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 
Gavin Harry Laird, Esq, CBE 

Anthony David Loehnis, Esq. CMG 

Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 
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The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures. Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 
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Under the weekly executive report: 

1 In answer to a question by Sir Adrian Cadbury recorded in a 

Minute of 19 January, Mr Kent explained the process of stock 

borrowing for delivery to a buyer; the buyer had outright 

title and it was up to the market maker who sold short to 

buy in similar stock to return it to the original lender. 

Legally, the voting rights moved with the shares along the 

chain of the transaction. In practice, the process was 

akin to a sale and repurchase. In theory, the stock lender 

could ask the borrowing market maker to cast votes in a 

preferred way, but this was not practical and the lender 

merely requested a return of the stock to enable him to vote 

himself. This raised the policy issue of whether the 

practice of borrowing shares should be suspended once a 
takeover bid was announced. However, this would probably 

reduce the liquidity of the market in an unacceptable way. 

Procedures had recently been tightened up to avoid any 

double counting of voting rights. 

2 Mr Harris spoke about a briefing on the Bank's involvement 

in Community Affairs, which it was intended to update 

annually, designed to keep members of staff informed of the 

Bank's support for charities and community enterprises. 

3 The Governor spoke about the G7 meetings which he had 

attended in Washington the previous week. 

4 With reference to a Minute of 26 January, the Governor 

explained that the investigation into the leak of the 

details contained in his letter to the Chancellor of the 

Exchequer giving the Bank's advice on the forthcoming budget 

had now been completed, but had proved inconclusive. It 

had not been possible to establish whether the BBC had 

possession of the letter or a draft of the letter or just 

knowledge of its contents. However, there was 

circumstantial evidence to suggest that the leak had come 

from the Bank, although those on whom suspicion rested had 

denied having passed the paper outside the Bank. The 
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outcome of the investigation was therefore unsatisfactory in 

that there was insufficent hard evidence on which to base 

dismissal or institute other proceedings. we were 

nevertheless now considering how and where to convey general 

warnings about confidentiality and about relations with 

those in the media. 

However, the investigation which had examined in detail the 

circulation of the documents in question had identified 

weaknesses in the system for the handling and storage of 

such papers and revised procedures will be introduced. 

At the Governor's invitation: 

1 Sir David Scholey introduced a Report of the Audit Committee 

containing a Recommendation for a revision of the 

Committee's Terms of Reference. It was agreed that the 

Terms of Reference should be as follows: 

i The Audit Committee shall review the annual accounts 

with the external auditors prior to their presentation 

at Court; and shall review accounting policies and the 

external auditor's plans. The Committee shall 

consider the Management Letter and the Bank's 

response. The Committee shall review the external 

auditor's fee. The Committee shall report on all 

these matters at the appropriate time. 

ii The Audit Committee shall submit annually to the court 

for approval a general programme of internal audits 

designed to ensure that all work. appropriate for 

audit, of the Bank and its Branches is audited and 

examined at suitable intervals. These audits should 

not unnecessarily duplicate the work of the external 

auditors. 

iii The Committee shall meet three times a year and shall 

receive the Auditor's Reports covering the progress of 

audits and the work of Audit Division. 
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iv The Committee shall submit to the Court a general 

review of the Committee's work once a year or at such 
other time as is appropriate. 

v The Committee shall recommend to the Court such 

revision of their Terms of Reference as from time to 

time they think necessary. 

Court also agreed that it was the responsibility of the 

Audit Committee to ensure that the position of External 

Auditor was held by a firm entirely suitable for that role 

and that the tenure of office of the individual audit 

partner should be reviewed frequently to ensure that an 

appropriate professional relationship with members of the 

Bank staff was maintained. 

2 With reference to a Minute of the previous week, Mr Flemming 

drew attention to some aspects of the February edition of 

the Quarterly Bulletin and the latest edition of the Bank 

Briefing, both of which were due to be published later that 
day. 

3 Mr George informed Court that the Bank had been granted 

planning permission to develop the site in Gloucester to 

meet the needs of the Registrar's Department. 

gl"'t J\L"L 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 16 FEBRUARY 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden. Deputy Governor 

Or David Valentine Atterton, CBE 

Sir George Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 
Sir Colin Ross Corness 

John Stanton Flemming, Esq 

Sir Robert Haslam 
Sir Martin Wakefield Jacomb 

Sir Hector Laing 
Gavin Harry Laird, Esq. CBE 

Anthony oavid Loehnis, Esq, CMG 

David Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 

Anthony Laurie Coleby, Esq 

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

approved. 
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Hr Coleby commented on the weekly figures and then went on to 

speak about the foreign exchanges and the state of the domestic 
markets. 

Under the weekly executive report: 

1 The Deputy Governor said that as a major change was taking 

place in the structure of the Bank he was advising Court of 

the change and seeking their agreement. It had been the 

intention to transfer the Central Gilts Office from the 

Registrar's Department to the Banking Department towards the 

end of the move of the Registrar's Department to 

Gloucester. However, in view of a recent decision to 

develop a Central Money Markets Office in the Banking 

Department, and the possibility of some form of parallel 

relationship with the Central Gilts Office, it was thought 

more sensible to move the latter to the Banking Department 

at the end of the month. Court were content. 

2 With reference to a Minute of 8 December 1988, Mr walker 

mentioned to Court that Arthur Young had agreed to pay 

£24.25mn to Johnson Matthey PLC in settlement of their 

claims relating to Arthur Young's work as auditor of Johnson 

Matthey Bankers. This settlement removed the prospect that 

Sir Kit McMahon, Hr Walker and possibly other Bank officials 

would receive sub poenas in respect of the Johnson Matthey 

PLC litigation. 

L 

Mr Walker also mentioned that a settlement had been reached 

the previous day of MFL's outstanding claim against American 

Insurance Group (AIG) and other underwriters. A settlement 

of £2mn had been agreed in respect of a claim which, though 

nominally for some £4mn, involved acknowledged deficiencies 

on the part of the former JMB. More or less 

simultaneously, Johnson Matthey PLC were expected to be able 

to settle a much larger claim against the Underwriters who 

had taken protective action against JMB: if such a 

settlement is achieved, this should lead to the dropping of 

Johnson Matthey PLC's protective action against MFL and thus 

of the latter's counterclaim. This left only one action of 

any significance outstanding against Minories Finance and 
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there seemed a reasonable prospect that this would be struck 

out in the New York court in March. 

At the Governor's invitation: 

1 Or Atterton introduced a Report of the Charitable Appeals 

Committee. It was agreed that: 

a with effect from 1 March 1989: 

(i) the authority delegated to the Secretary and the 

Secretary of the Charitable Appeals Committee to 

make donations be increased from the current 
level of £300 to £500; 

(ii) the annual limit of funds available to the 

Secretaries under delegation be increased from 

£17,500 to £40,000 to accommodate the increase 

mentioned in paragraph (i). 

The overall budget for charitable appeals to 

remain unchanged at £150,000. 

b the Bank should augment the contributions of the staff 

and pensioners under the scheme for payroll giving on a 

pound for pound basis for a further year which would 

result in a contribution of £20,619.60 for the year 

ending 28 February 1989, this sum to be in addition to 

the current annual budget of £150,000. 

2 Mr Harris commented on a number of retirements and 

secondments which had either taken place, or had been 

announced since July 1988. 

3 Hr Loehnis presented the International Economic 

Developments paper for January. 

With reference to a Minute of the previous week, 

Mr Flemming drew attention to some aspects of the press 

reaction to the February edition of the Quarterly Bulletin. 



In view of his own absence from Court the following Thursday, 

the Governor paid tribute to Mr Loehnis on his forthcoming 

retirement from the Bank. He expressed his and Court's 

gratitude for Mr Loehnis's nine successful and distinguished 

years in the stressful function of Overseas Director. At the 

end of that period the Bank's reputation internationally was as 

high as it had ever been. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 23 FEBRUARY 1989 

Present 

Sir George Blunden, Deputy Governor 

Sir George Adrian Hayhurst Cadbury 

Or Oavid Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir Colin Ross Corness 
John Stanton Flemming, Esq 

Edward Alan John George, Esq 
Sir Hector Laing 

Gavin Harry Laird, Esq, CBE 

Anthony David Loehnis, Esq, CMG 

Brian Quinn, Esq 
Oavid Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 

Anthony Laurie Coleby, 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 foreign exchanges and the state of the domestic 

markets. 
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Under the weekly executive report, the Deputy Governor said that 

HM Treasury had now agreed to extend for a further five years 

the present dividend formula which had expired with the payment 

of the dividend in April 1988. 



At the Deputy Governor's invitation, Mr Harris introduced a 

Minute of the Committee of Treasury relating to the Senior 
Officials' Annual Review. 

It was agreed that: 

1 with effect from 1 March 1989 

(i) 

(ii) 

An Official, and an 
Adviser in the 
International Divisions 

(a) P A BULL 
A Senior Official and 
Head of the Financial 
Statistics is ion 

(b) W A ALLEN 
A Senior Official and 
Head of the Money Markets 
Operations Di on 

(c) M D K W FOOT 
A Senior Official and 
Head of the Foreign 
Exchange Div n 

(d) J C TOWNEND 
A Senior Official and 
Head of the Wholesale 
Markets Supervision Division 

be appoint 
Official, 

be 
to 

be 
to 

be 
to 

be 
to 

nior 

from 

d from 

d from 

d from 

2 Further to Court's decision of 14 July 1988 on the 

introduction of a new Point E, with the current Point E 

restyled Point F, the following Senior Officials on current 

Point E be allocated as follows with effect from 1 March 

1989 

24 
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The Deputy Governor explained that at their Meeting earlier that 

day, Committee of Treasury had also agreed to recommend to Court 

that it would be appropriate for the Bank, having provided a 

pensioner to oversee the financial administration and to help 

with an international financial appeal to be launched shortly by 

the Trade Policy Research Centre, to make a contribution of 

£10,000 towards his employment costs, the payment to subsume the 

three annual contributions of £1,000 which remained outstanding 

from the five year agreement the Bank had entered into in 

1987. The recommendation was approved. 

Also, at the Deputy Governor's invitation: 

1 With reference to a Minute of 20 October 1988, Mr Quinn 

explained that further consideration had been given to 

issuing a bank note to mark the tercentenary of the Bank in 

1994. It was now suggested that the issue of the proposed 

new ElO Series E note should be delayed by some nine months 

until early 1994; that the note should portray Governor 
Houblon instead of Charles Dickens as had been planned 

originally; and that the design should incorporate an 

engraving of tbe early Bank and some reference to the 

tercentenary which might feature on the note for a limited 

period only. 

Court agreed and noted that the portrait of Charles Dickens 

would be held in reserve for use in the future for a 

possible £100 note. 

Mr Quinn also informed Court that HM The Queen had approved 

the new engraving of her portrait which would be featured on 

the Series E bank notes. 

2 With reference to a Minute of 12 January, Mr Flemming 

introduced a paper on Savings Ratios which had been produced 

in response to a question which had arisen from the 

discussion of the Economic Outlook to 1990, before going on 

to comment on the Economic Report for February. 

3 In introducing the regular monthly discussion of monetary 

policy, Mr Coleby said that in January MO (seasonally-



adjusted) had declined by 0. 6%, bringing the year on year 
increase down to 7 . 4% from the 7 3/4% level at which it had 
stood for five months. The decline was attributable to a 

 

1/2% reduction on the month i n  the note circulation, which 
looked likely to be repeated in February. The year on year 
increase was probably now rather less than 7%. These 
figures gave clear evidence of a slow down of consumption 
expenditure. 
Broad money and lending, on the other hand, provided no 
clear message. The increases on the month of 0 . 7% for M4 
and 1. 2% for M3 were fairly subdued, but higher than in the 
corresponding month last year, so that the year on year 
increases of 18. 2% and 2 1. 7% respectively, were the highest 
of the past year but for the exceptional month of 
September. The evidence of slowing down in lending by 
banks and building societies remained rather slim, with 
increases in January £1.5 bn higher than the average for the 
past six months, no doubt attributable to borrowing by 
companies to make tax payments. There was confirmation of 
a change in composition with lending to persons in clear 
decline, especially that for consumption. Lending for 
house purchases appeared to have stabilised at a lower 
level, with banks losing market share to building 
societies. Overall, however, the year on year lending 
counterparts of both M3 and M4 remained virtually 
unchanged: we could not confidently project any decline 
from the average levels of recent months, so the averages 
themselves were unlikely to grow less fast and might even, 
in the short term, accelerate. 
The conclusion that could be drawn from the monetary 
evidence and that from the real economy was that there was 
slow down in consumption demand but nothing to suggest the 
slowdown had gone too far. The inflation indications were 
not good and indeed were getting worse. It was 
appropriate, therefore, to maintain the present degree of 
tightness of policy. 

On the occasion of Mr Loehnis's last attendance at Court the 
Deputy Governor wished him every success in his new career. £3 cf:c, .. .  � #ecrM LC4.-c;. 
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cnJRl' OF DIRB:'IORS 

For the year ending 28 February 1990 

Declaration 
made before 

The Governor 

'Ihe Governor 

The Governor 

The Governor 

*Appointed 1 March 1989 
IReappointed 1 March 1989 

The Rt Hon lbbert Leiqh-Penberton, Governor 

Sir Georqe Bl.Lnien, Deputy Governor 

Su Geo rqe Adc ian Hayl'l.l r st Cad b.J ry 

su Hector Laing 

Sir David Gerald Scholey CBE 

Eldward Alan John Georqe Esq 

16. 2. 89 IDav1d Alan walker Esq 

The Hem Sir John Francis Harcourt Baring cvo 

Or David Valentine Atterton CBE 

16. 2.89 IFreder1ck Brian Corby Esq 

16. 2.89 tsir Robert Has1am 

Gavin Harry Laird Esq CBE 

Sir Leslie Clarence Young CBE 

Sir Martin wakefield Jacomb 

Sir Colin Ross Corness 

Bnan ().!inn Esq 

John Stanton Flemning E9Q 

11. 1. 89 *Andrew ~an Crockett 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 2 MARCH 1989 

Present 

Sir George Blunden, Deputy Governor 
Sir Hector Laing 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir Colin Ross Corness 

Andrew Duncan Crockett, Esq 
John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 
Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 

David Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 

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

approved. 

21 

There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges, including the Official Reserves 

figures for February, and the state of the domestic markets. 

Under the weekly executive report: 

1 Mr George mentioned recent press comment about Hammersmith 

and Fulbam Council's swap losses and said that the Bank bad 

been aware nearly a year ago of the scale of the Authority's 

activity in swaps and swap options and had expressed concern 
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t o  H M  Treasury. The Audit Commission had sought Counsel 's 
opinion on the legal position, which suggested that such 
transactions were within the law up to the amount of the 
Authority's debt but not if entered into for speculative 
reasons. Other legal opinion suggested that all such 
transactions could be ultra vires. Hammersmith Council had 
started to reduce their swap position last summer. More 
recently, the Council's District Auditors had taken further 
legal advice which suggested that Hammersmith's swap 
activities were illegal and as a result servicing had been 
suspended. Hammersmith had indicated that they were able 
and willing to maintain service on the transactions and had 
applied for sanction to do so from the Secretary of State 
for the Environment. Such sanction, which could not affect 
the legality of the transactions but only the position of 
the Council officers involved, had not been forthcoming. 
The position now was that the issue would have to be 
resolved by the Courts with the action being taken either by 
Hammersmith Council or by the counterparties. If the 
Council's activities were found to be ultra vires then the 
contracts would be declared void with the deficiency falling 
on the creditors. It was hoped that Court proceedings 
would be accelerated but the matter was still unlikely to be 
resolved before mid summer at the earliest. In the 
meantime, the sums currently outstanding to counterparties 
were not sufficient to cause financial embarrassment to any 
of them individually. However, Sir David Scholey, having 
declared his interest S G Warburg were one of the 
counterparties involved said that they and others in a 
similar position were considering the wider implications of 
this case. 

2 Mr Quinn spoke about the Report of the Review Committee on 
Banking Services Law the Jack Committee which had been 
published the previous week, and drew Members' attention to 
some of the recommendations which would directly involve the 
Bank. There would now be a period of consultation 
involving all interested parties with a view to a White 
Paper being published l ater in the year with any necessary 
legislation during the 1 9 9 0 / 9 1  Parliamentary session. 
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3 With reference to a Minute of 23 February, Mr Walker 
confirmed that the insurance litigation involving Johnson 
Matthey Bankers, Johnson Matthey PLC and American Insurance 
Group (AIG) had been resolved with Minories Finance Limited 
receiving £2 mn in final settlement. 

At the Deputy Governor's invitation Sir Hector Laing introduced 
a report "The next generation of bank note production equipment 
for the Printing Works" and explained that to meet its future 
production needs, the Printing Works ostensibly had the choice 
for the first phase of re equipment between two printing 
systems, their own SNOW machinery which they had developed 
jointly with Molins PLC or to purchase off the shelf machinery 
from either De La Rue Giori or Komori. However, the SNOW 
machine would not now meet the timetable or the production 
volume needed for the £20E. The recommendation of the General 
Manager of the Printing Works, which had the support of the 
Debden Committee, was that it should accordingly purchase 
off the shelf machinery but continue to develop the SNOW 
machinery subject to firm limits on cost and time. 
Mr Kent reported that at a meeting with the Deputy Governor held 
the previous day Molins had expressed their concern about the 
commercial viability of the SNOW machinery if the Bank did not 
show its support more positively. They had therefore offered 
to assume the development costs of a two note wide machine if 
the Bank would then agree to a contract to purchase it which 
could be terminated by the Bank without cost if the machine 
failed to achieve certain stated standards of qualified speed 
which would make it competitive with the alternatives. Mr Kent 
was hopeful that agreement could be reached on the price and the 
conditions within the coming week, after which today's decisions 
would be announced. 
Court supported the recommendation that the purchase of a fleet 
of sheet machines up to a maximum cost of £8.7 mn should be 
negotiated (almost certainly to be the Giori) and that 
development trials on the SNOW machinery be continued until the 
end of 1 9 8 9  or up to an additional cost not exceeding £250,000 

for material and labour. 
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A letter from Messrs Freshfields was submitted together with a 

document to be sealed, namely an Underlease relating to premises 

on the fifth floor link block and parts of the fourth and fifth 

floors of 9/12 Cheapside, being occupied by Allen & Overy. 

Court approved thereof and ORDERED that the document in question 

be sealed with the Common Seal of the Bank . 

Two recommendations of the Governors relating to the composition 

of the Standing Committees of Court for 1989/90 and the 

programme of Directors' visits to the Branches, Agencies and 

Offices during the year 1989/90 were submitted and approved. 

Mr Crockett commented on the Overseas Trade figures for January, 

which had been published the previous day. A brief discussion 

ensued focussing particularly on the unreliability of the 

figures, something that continued to be a matter of concern to 

both HM Treasury and the Bank. 

~t·-<t ~LL 
~ •t" M -'" l 1 't ~ 1 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 9 MARCH 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir Colin Ross Corness 

Edward Alan John George, Esq 
Sir Robert Haslam 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 
Brian Quinn, Esq 

David Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 
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The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

There were no items for discussion under the weekly executive 

report. 

At the Governor's invitation the Deputy Governor spoke about two 

matters relating to the Court Pension Scheme which had been 

considered previously by the Trustees and discussed by Committee 

of Treasury earlier that day. The first concerned Mr Loehnis' 
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The Deputy Governor then explained that widows of former Members 

of Court who retired prior to 1978 were entitled to an allowance 

based on their husband's pension net of commutation whereas the 

Rules established in 1978 used the gross pension as the basis 

for calculation. The Trustees of the Court Pension Scheme had 

suggested that this inequality of treatment should be rectified 

by offering ex gratia payments to those widows concerned, and 

that the same metho~ be a~opte~ in the calculation of future 
similar widows• allowances, subject to each case being approved 

by Court . 

Court agreed thereto and to the Recommendation contained in the 

Minute of Committee of Treasury that the undermentioned 

ex gratia allowances be paid: 

Lady Peppiatt £117.51 

Lady Bolton £5,077.56 
Lady Cobbold £10,717.69 
Lady Abell £6,134.39 

The Governor, having declared his and the Deputy Governor's 

actual interest in the Court Pension Scheme, and the potential 

interest of Messrs George, Walker and Quinn, invited Mr George, 

in the absence of Sir Adrian Cadbury, to present a Report of the 

Trustees of the Court Pension Scheme which was laid before 

Court. 
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In the absence of Mr Flemming, Mr Taylor attended Court and 

introduced a paper on the UK Retail Sector, which discussed 

performance and prospects in the light of recent interest rate 

changes and longer term developments such as the single European 

market: a brief discussion followed focussing on the 

difficulties that would be faced during the coming year 

particularly by smaller retail units. 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 16 MARCH 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Edward Alan John George, Esq 

Or Oavid Valentine Atterton, CBE 

Sir George Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Andrew Duncan Crockett, Esq 
John Stanton Flernming, Esq 

Sir Martin Wakefield Jacomb 

Gavin Harry Laird, Esq, CBE 
Brian Quinn, Esq 
David Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 
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The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures, Hr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

Under the weekly executive report, Mr George drew Members' 

attention to the announcement made by the Chancellor of the 

Exchequer in his Budget speech that the Control of Borrowing 

Order 1958 was effectively abolished so that new issues in 

sterling, other than those by local authorities, would no longer 
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require timing consent from the Bank. At the same time, the 
Bank had announced changes in the arrangements for the issue of 
sterling commercial paper and capital market instruments in 
sterling with a view to simplifying and liberalising the overall 
framework for short dated issues. 

At the Governor•s invitation, Mr Crockett presented the 
International Economic Developments paper for February. 

The Governor informed Members of Court that given the 
satisfactory position now reached by Minories Finance Ltd, 
Mr Walker felt that he could relinquish his seat on the Board of 
that company. Accordingly, Court noted that Mr Walker had 
written to the Chairman of MFL offering his resignation with 
effect from the close of business that day. 
After thanking Mr Walker for the contribution he had made to 
MFL, particularly in his role as Chairman, the Governor, with 
the agreement of Court, then invited Mr Harper, who had 
succeeded Mr Walker as Chairman of MFL in December 19 88, to 
attend Court to comment on the Report and Financial Statements 
of Minories Finance Ltd for the six month period ended 
3 1  December 19 88. 

Mr Flemming introduced a paper summarising the main proposals 
contained within the Chancellor•s Budget Statement the previous 
Tuesday and commented on the press reaction. A brief 
discussion ensued. 

The Governor reported that Sir Colin Corness had acted as 
Alternate at a meeting of the Staff Committee on Thursday 
9 March. 

��·- t f1l_ .L 
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A MEETING OF DIRECTORS AT THE BANK 

THURSDAY 23 MARCH 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

The Hon Sir John Francis Harcourt Baring, cvo 

Andrew Duncan Crockett, Esq 

Brian Quinn, Esq 

Hugh Christopher Emlyn Harris, Esq 

Anthony Laurie Coleby, Esq 

36 

The number of Directors assembled being insufficient to form a 

quorum, those present proceeded to the business subject to 

ratification by the next Court. 

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

approved. 

Mr Quinn commented on the weekly figures and Mr Coleby spoke 

about the foreign exchanges and the state of the domestic 

markets. 

There were no items for discussion under the weekly executive 

report. 

'\\)r---o 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 30 MARCH 1989 

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 
Andrew Duncan Crockett, Esq 

John Stanton Flemming, Esq 

Sir Robert Haslam 
Sir Hector Laing 

Gavin Harry Laird, Esq, CBE 

Brian Quinn, Esq 
David Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 

Anthony Laurie Coleby, Esq 

The Minutes of the Court of 16 March were confirmed and those of 

the previous week's Meeting were approved. 

Mr Quinn commented on the weekly figures and Mr Coleby spoke 

/ about the foreign exchanges and the state of the domestic 

markets. 

37 



At the Governo r ' s  i nv i t a t ion : -

1 The Deputy Gove rno r i n t r oduced a propo s a l  reg a rd i ng the 

B a n k ' s  i nt e r i m  p ayment i n  l ieu of  d i v i dend t o  HM T r e a sury 

which had been c a lcu l a ted on the bas i s  o f  t he ag r eed 

f o rmu l a . The propo s a l  for  a payment o f  £ 2 6 . 6  mn to be made 

on 5 A p r i l ,  p u r suant to Sect ion 1 ( 4 )  of t he Bank of Eng l a nd 

Act 1 9 4 6 ,  was app roved . 

2 Mr Crockett commented on the Ove r s e a s  Tr ade f i gures f o r  

Febru a ry which h a d  been pub l i shed the p revious day . 

3 Mr F lemmi ng p resented the Economic Rep o r t  f o r  March . 

4 I n  i nt roduc ing the regu l a r  monthly d i sc u s s i o n  o f  mone t a r y  

po l i c y ,  Mr Co l eby noted that t h e  f a l l  o f  mo r e  than 1 / 2 %  i n  

sea sona l ly adj us ted MO i n  Februa ry h a d  brought the 

yea r on ye a r  percent age change down to 6 . 6% .  Th i s  was now 

a c le a r  dep a r ture f rom 7 3 /4% leve l ,  whe re it had been stuck 

f o r  s ome t i me ,  but rema i ned we l l  a bove t he 5% top o f  t he 

t a rget r a nge . The dec l i ne i n  the cur rency c i rcu l a t i on had , 

however , been i nt e r rupted i n  Ma rch w i t h  a n  i nc re a s e  which 

wou ld p robably be c lose to last March ' s  0 . 6% .  Any dec l i ne 

in MO ' s  g rowth r a t e  in Ma rch therefore requi red a f av o u r a b l e  

outcome f o r  i t s  e r r a t i c  component , banke r s ' ba l ances , w h i c h  

l o oked l i ke l y  to h a v e  happened . 

B ro ad money w a s  expec ted to g row s t rong ly i n  February 

bec ause o f  substant i a l  unde r fund i ng , p a r t ly a t t r i bu t a b l e  to 

t he l a rge g i l t  matu r i ty .  I n  p r act ice the pub l i c  sector 

cont r i bu t i o n  p roved l e s s  expans ionary than expected , and 

there was a s h a r p  dec l i ne in lend i ng . So the i nc re a s e s  o f  

1 . 7% i n  M 3  and 1 . 9% i n  M 4  were subst ant i a l ly l owe r t h a n  had 

been fea red , but even so on a ye a r on ye a r  bas i s  we were 

back to l a st  Septembe r ' s  high point . 

The i nterpret a t i o n  o f  the lend i ng po s i t i on held the key to 

the out l oo k  for broad money . Lend i ng to persons rema i ned 

subdued and Feb r u a ry showed a s h a r p  dec l i ne in Corpo r a te 

bo r r ow i ng , ma i n ly a t t r i bu t a b l e  to the a bsence o f  the tax 

p ayment s  wh i ch had occu r red i n  Janu a r y ,  but p a r t ly owing to 

a n  e r r a t i c  dec l i ne in t he cash needs o f  secu r i ty dea l e r s . 

3 8  
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I f  the monthly t o t a l  of M4 lend i ng were now to s e t t l e  at a 

level percep t i bly lower than the £ 7bn average of the l a s t  

s i x  months , t hen t he r a t e  of  g rowth o f  broad money wou ld 

beg i n  to dec l i ne .  Only t i me wou ld t e l l .  The r ecent 

p e r f o rmance of  bu i ld i ng soc i e ty lend i ng commi tments 

sugges ted t h a t  no fu rther dec l i ne cou ld be l o o ked f o r  in 

l e nd i ng f o r  house purch a s e ,  and some resump t i o n  o f  g rowth 

was pos s i b l e . 

The exchange r a t e  had s o f tened ove r t he p a s t  f i ve weeks , 

w i t h  wea kne s s  a t t r i bu t a b l e  both to h i g he r  i nt e r e s t  r a tes i n  

other coun t r i e s  and t o  concern over deve lopments i n  the 

UK economy . Any fu rther dec l i ne cou ld i t s e l f  be d amag ing 

t o  t he f i ght a g a i n s t  i n f l a t i on ,  both through the h i gher 

l e v e l  o f  imp o r t  pr ices and t he reduced d i s c i p l ine on p rof i t  

ma r g i ns w i t h i n  t he UK . 

The d i s appo i n t i ng news f rom t he r e a l  economy , p a r t i cu l a r ly 

on i n f l a t i on , had imp l i c a t ions f o r  po l icy . The r e t a i l  

s a l es and b a l a nce o f  p ayments f i gures posed the que s t i o n  

whe t he r  o r  not demand h a d  become s u f f i c i e n t l y  subdued t o  

a l l ow po l icy to succeed according ly on a r e a s o n a b l e  

t imesc a l e ,  even w i t h  t he h e l p  of  a c a u t i ous Budget . We 

were not yet in a pos i t i o n  to contemp l a t e  any spont a neous 

f u r t he r  i nc re a s e  i n  i nterest rates . But the deg ree o f  

r es i s t ance t h a t  wou ld b e  approp r i a t e  to p r e s s u r e s  

o r i g i n a t ing i n  t h e  ma rkets had probably d i m i n i s hed i n  t h e  

p a s t  mon t h ,  w i t h  hi gher interest  r a t es be i ng p r e f e r a b l e  t o  a 

s i g n f i c ant f u r t he r  dec l i ne i n  s t e r l i ng ' s  f o r e i g n  exchange 

v a lue . 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 6 APRIL 1989 

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 

Andrew Duncan Crockett, Esq 

John Stanton Flemming, Esq 
Sir Robert Haslam 

Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 
David Alan Walker, Esq 

Pendarell Hugb Kent, Esq 

Anthony Laurie Coleby, Esq 
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The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures, Hr Coleby spoke 

about the foreign exchanges, including the Official Reserves 

figures for March, and the state of the domestic markets. 

Under the weekly executive report: 

1 The Governor spoke to Court about progress that had been 

made in the Delors Committee towards producing a final 

report for signature on 19 April. The differing views 
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were now well represented in the draft report and it was 

hoped that in its final form the report would be 

acceptable for signature by all. 

Members of Court supported the stance the Governor had 

taken and endorsed the Deputy Governor's tribute to the 

Governor on his handling on what was acknowledged by many 

to be a very difficult and sensitive task. 

2 The Governor then went on to speak about the meetings he 

had attended in Washington over the previous weekend. 

A letter from Messrs Freshfields was submitted, together with 

a document to be sealed, namely a Lease which had been granted 

to Godfrey Davis Europcar Limited in respect of premises 

situated on the second floor of Leeds Branch. 

Court approved thereof and ORDERED that the document in 

question be sealed with the Common Seal of the Bank. 

At the Governor's invitation, the Deputy Governor introduced a 

Report of the Committee on Permanent Control of Expenditure 
which was approved. 

-C:. A 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 13 APRIL 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir David Gerald Scholey, CBE 

Or David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Andrew Duncan Crockett, Esq 
John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Robert Haslam 

Sir Martin Wakefield Jacomb 
Gavin Harry Laird, Esq, CBE 

Brian Quinn, Esq 

David Alan Walker, Esq 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugb Kent, Esq 

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

approved. 

Mt Quinn commented on the weekly figures and Mt George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

42 
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Under the weekly executive report and with reference to a Minute 

of the previous week, the Governor explained that unanimous 

agreement had been reached at a meeting of the Delors Committee 

the previous day and the report signed by all parties. Copies 

would be made available to Heads of Government the following day 

but the report remained confidential until publication on 

Monday 17 April when a press conference would be given by 

M. Delors. 

A letter from Messrs Freshfields was submitted, together with a 

document to be sealed, namely a Deed of Variation to the 

original lease for 22 23 Cheapside, premises occupied by 

"The Body Shop•. 

Court approved thereof and ORDERED that the document in question 

be sealed with the Common Seal of the Bank. 

At the Governor's invitation: 

1 Mr Crockett presented the International Economic 

Developments paper for March which was followed by 

discussion. 

2 Mr George spoke about the impressions he had gained during 

his recent visit to Australia, Hong Kong and Japan. 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 20 APRIL 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or David Valentine Atterton, CBE 

Sir George Adrian Hayhurst Cadbury 

Sir Colin Ross Corness 

Andrew Duncan Crockett, Esq 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 
Sir Robert Haslam 

Sir Hector Laing 
Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 

David Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 

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

approved. 

Mr Quinn commented on the weekly figures and Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

44 

Under the weekly executive report, the Governor spoke briefly 

about the reaction to the Delors Committee Report which had 

been published earlier that week, copies of which would be made 

available to Members of Court in due course. 
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At the Governor's invitation: 

1 The Deputy Governor introduced a Recommendation concerning 

changes to the membership of two of the Standing Committees 

of Court. 

It was agreed that for the period ending 28 February 1990, 

Sir John Baring be appointed to the Audit committee and 

Mr G H Laird be reappointed to the Debden Committee. 

2 Mt Quinn spoke about the proposed revision of the 

guidelines for the reproduction of Bank of England notes in 

advertisements and illustrations. 

LA.~· 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 27 APRIL 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or Oavid Valentine Atterton, CBE 

Sir George Adrian Hayhurst Cadbury 

Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

Andrew Duncan Crockett, Esq 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 
Brian Quinn, Esq 

David Alan Walker, £sq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 

Anthony Laurie Coleby, Esq 
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The Minutes of the last Court, having been circulated, were 

approved. 

There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 
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Under t he week l y  execut ive repo rt the Gove rnor conveyed to Cou rt 

the app rec i a t i o n  o f  t he membe r s  o f  the Spo r t s  C l ub for t he 

B a nk ' s  con t i nued suppo r t  of t he C l u b ,  wh i c h  had been expres sed 

a t  t he i r  Annu a l  Gene r a l Meet ing the p revious even i ng . The 

Deputy Governo r s a i d  that  members of the R i f le C lub had 

exp r e s s ed s imi l a r  sent iments a t  t he i r  Annu a l  Gene r a l  Mee t i ng 

held e a r l i e r  i n  the wee k .  

At t h e  Gove rno r ' s  i nv i t a t i on :

1 The Deputy Gove rnor s poke about propo s a l s  to i nc l ude a 

Repo r t  o f  the Court o f  Di recto r s  i n  t he Bank ' s  Annua l Repo rt 

this  yea r  f o r  the f i r s t  t i me ,  and also t o  pub l i s h  deta i l s  of 

the ext e r n a l respons i b i l i t i es o f  Di rec t o r s  and t he i r  d a t e s  

o f  a ppo i n tment to Cou r t . 

The d r a f t  Repo rt was ag reed subj ect to cer t a i n  amendments to 

the text . 

2 Mr Qu i nn i n t roduced the Repo rt and Accounts o f  the Depo s i t  

Protect i o n  B o a rd f o r  t h e  yea r  ended 2 8  Feb ru a ry 1989, wh ich 

we re l a i d  be f o re Cou r t . 

3 Mr C rocke t t  s poke about t he Ove r s e a s  Tr ade F i g u res f o r  March 

which had been pub l i shed the previous day . 

4 Mr F l emmi ng presented the Economic Rep o r t  f o r  Ap r i l .  

5 I n  i n t r oduc i ng t he regu l a r  monthly d i s cu s s i o n  of mone t a ry 

po l i cy , Mr Co l eby commented on t he money and banking f i gures 

for March a nd s a id that a s  banke r s ' b a l ances had been 

p a r t i cu l a r ly low dur ing the month it was mo re he l p f u l  to 

l o o k  a t  the behav i ou r  o f  no tes and coin i n  c i rcu l a t i on . 

These had increa sed by 0.7% a f t e r  two months o f  dec l i ne , 

t a k i ng the ye a r on ye a r  increase up to 6 . 6 % f rom 6 .5% i n  

Febru a ry .  But Ap r i l  had seen a reve r s i on t o  a dec l i ne i n  

no te c i rcu l a t i on o f  some 0.3% w i t h  t h e  ye a r on ye a r  f i gure 

down t o  a round 6 % : MO was a l so l i ke l y  t o  be a t  o r  below 6% 

yea r on ye a r . I t  was d i f f icu l t  to e s t imate t he extent to 
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which the recent slow growth of currency holdings an 
annual rate of under 1\ over the past six months might be 

due simply to the substitution for cash of interest bearing 

money, now readily available in interest bearing current 

accounts: but it was reasonable to conclude that these 

figures reinforced the evidence of slowing down in consumer 

expenditure. 

M4 lending for the month was £1 bn above the average of the 

last six months, in which period it had been ezceeded only 

by the taz paying month of January. Borrowing demand from 

business remained strong. Lending to persons had recovered 

from its recent lower levels, particularly in the form of 

building society mortgage lending and bank lending for 

consumption. Overall M4 had risen by 1.9\ in the month, 

and the year on year rate had stayed close to 18 l/2\. 

However over funding in the past twelve months had amounted 

to £2.6 bn suggesting that the under lying figure for M4 

growth could be somewhat higher. Continuing buoyance in the 

business sector was less a source for concern than the 

warning signs of a possible revival in personal credit. 

Taking the evidence from the real economy and the financial 

data together, it was clear that there could be no thought 

at present of easing policy. But nor were there sufficient 

grounds for choosing, spontaneously, to tighten policy. 

The more difficult questions might be posed if the markets 

were again to become disturbed, because any sharp fall in 

the ezchange rate would be damaging to the objectives of 

policy. 

e:;~u. 
lc:-v/4 rt7 rt;tr. 

~l•~ 't i1L ._L 
4-~Me..~ l~ ~'1 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 4 MAY 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or Oavid Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, cvo 

Sir George Adrian Hayhurst Cadbury 
Sir Colin Ross Corness 

Andrew Ouncan Crockett, Esq 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 

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

approved. 
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There being no comments on the weekly figures, Hr George spoke 

about the foreign exchanges including the Official Reserves 

figures for April, and the state of the domestic markets. 

Under the weekly e~ecutive report, and with reference to a 

Minute of the previous week, the Deputy Governor introduced a 

revised text on "Employment Policies" for inclusion in the Court 

1 of Directors• Report which would form part of the 1988/89 Annual 

Report. The text was approved after some minor amendments. 

~ 
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A l e t t e r  f rom Mes s r s  Freshf i e lds was submi t t ed , together w i t h  a 

document to be sea l ed , name ly an Unde r le a s e  i n  respect of p a r t  

o f  t he s ixth f l oor  o f  9 /12 Cheaps ide , p remi s e s  occu p i ed b y  A l len 

and Ove ry .  

Cou r t  app roved thereof and ORDERED that the document i n  que s t ion 

be s e a l ed w i t h  t he Common Seal o f  the Bank . 

The Gove rnor s poke a bout a propos a l  to i n c l ude a copy r i ght 

symbo l on the new Series  E banknotes , which had been d i scus sed 

by Commi t tee of  Treasury the previous week . The use o f  t he 

symbo l i n  the f o rm app roved by the Unive r s a l  Copy r i ght 

Conven t i o n  on the f ront and back of  the no tes wou ld be the mo s t  

e f f e c t i v e  me ans o f  s e r v i ng not i ce to eve ryone t h a t  the B a n k  

owned the copy r i ght i n  i t s  notes . The p resence o f  the symbo l 

f o r  which adve r t i s ing agenc i e s  were t r a i ned to l oo k ,  cou ld g i ve 

t hem c au s e  t o  seek permi s s ion f i r s t  before m a k i ng rep roductions 

and wou ld s imp l i fy the p rocedu res to be fo l l owed i f  the Bank 

wi s hed to sue under the Copyr ight Act , i ns tead o f  p ro s ecu t i ng 

under the Fo rgery and Count e r f e i t ing Act 19 8 1 .  

A f t e r  a copy o f  a pre p roduc t i on ve r s i on o f  t h e  Se r i es E £5 note 

w i t h  the symbo l and wo rding i nc luded , had been c i rcu l a ted , 

Membe r s  ag reed that the symbo l be i nc o r po r a ted i n  the new notes . 

At the Gove rno r ' s  i nv i t a t ion :

1 The Deputy Gove rnor exp l a i ned t h a t  the Dep a rtment o f  

T r ade and I ndu s t ry were con s i de r i ng whe t h e r  t h e r e  w a s  a 

c a s e  f o r  b r i n g i ng bod ies other t h a n  the C iv i l  Service 

and the o r g a n i s a t ions set up unde r the F i n a nc i a l  

S e r v i ces Act w i t h i n  the s cope o f  the " pu b l i c  s e rvant " 

de f i n i t ion f o r  the pu rposes o f  t he Company Secu r i t i es 

( I ns ider Dea l i n g )  Act 19 8 5  and had ident i f ied t he Bank 

a s  a candidate . The ef fect o f  b e i ng brought w i t h i n  the 

scope o f  t h i s  def i n i t i o n  wou ld be to widen the 

c i rcums t a nces w i t h i n  wh ich i nd i v i du a l s  f rom the Bank 

cou ld be subj ect to c r imi n a l  p roceed i ng s . 

The ma t t e r  had been d i scussed by Commi t t ee of T r e a s u ry 

t he p revious wee k .  They s aw no reason why the Bank 

shou ld not be i nc luded within t he pub l i c  s e r v a n t  
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def i ni t i o n  whi c h ,  i f  adopted , wou ld cove r t he Gove rno r s ,  

Execut ive and Non Execut i ve Di recto r s  and a l l  

emp l oyees : i t  was a l so thought a p p ro p r i at e  that Membe rs 

o f  the Boa rd o f  Banking Superv i s ion should come w i t h i n  

t h i s  de f i n i t i o n .  

Cou rt ag reed thereto . 

2 Mr F l emmi ng p res ented the Econom i c  Comment a ry section 

f rom the May ed i t ion of  the Qu a r t e r ly Bu l le t i n .  

Mr� � 
( 1 1: � ( { � 9  
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 11 MAY 19 89 

Present 

S i r  Geo rge B l unde n ,  Deputy Gove rnor 

S i r  Geo rge Ad r i a n Hayhu r s t  Cadbu ry 

And rew Duncan C rocket t ,  Esq 

John St anton F l emming , Esq 

Edward Alan John Geo r ge , Esq 

Sir  Ma r t i n  Wake f i e l d  Jacomb 

S i r  Hec t o r  L a i ng 

G a v i n  H a r ry L a i r d ,  Esq , CBE 

B r i a n  Qu i n n ,  Esq 

S i r  David Ge r a l d  Scho ley,  CBE 

David A l a n  Wa l ke r , Esq 

Hugh Ch r i s tophe r Emlyn Ha r r i s ,  Esq 

Pend a re l l  Hugh Kent , Esq 

The M i nutes o f  the last  Cou r t ,  h a v i ng been c i rcu l a ted , we re 

app roved . 

 

The re b e i ng no comments on the wee kly f i g u r e s , Mr Geo rge s poke 

about the f o r e i g n  exchanges and the s t a t e  o f  the dome s t i c  

ma rket s . He a l so drew attent i on to an announcement made by the 

B a nk ea r l i e r  that week that i n  future there wou ld be an i nc rease 

i n  the amount o f  T r e a su ry B i l l s  on tend e r ; that the Bank might 

i s s ue B i l l s o f  longer matu r i ty than three mont hs ; and that the 

Bank might r e s t r i c t  i t s  o f f e r  to buy bi l l s to those w i t h  a 

s h o r t e r  matu r i ty than three months wh ich w a s  the p resent 

p r a c t i ce . The purpose o f  these mea su res was to o f f s e t  the 

recu r rent s u r p l u s  o f  funds which might o t he r w i s e  occur i n  the 

money ma rket , and the reby to ma i n t a i n  the Bank ' s  i n f l uence ove r 

sho r t t e rm i nterest rates . 
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There were no items for discussion under the weekly executive 
report. 

The Deputy Governor reminded Court that earlier in the year it 

had been agreed that the Audit Committee, on behalf of Court, 

should examine the Bank's accounts each year. Accordingly they 

would now come before Court for approval only. 

The Deputy Governor reported that because of the Bank's 

increased profitability a further payment in lieu of dividend of 

£30 million would fall due for payment to HM Treasury on 

5 October in accordance with the established formula. 

were content. 
Court 

Sir David Scholey, the Chairman of the Audit Committee, reported 

that the Committee had accepted the Accounts and had made a 

number of suggestions which had been incorporated in the 

Accounts now before Court for approval. 

In addition the Committee had made the following observations:­

! they were content to be associated with the statement in the 

Notes to the Accounts that, in the opinion of the Directors, 

it would be misleading bo consolidate the accounts of 

Minories Finance Ltd and Slater Walker Ltd; 

2 they recommended that the Bank should continue to produce 

current cost accounts. Although they noted that few 

companies now produce them in this form, it was felt that 

they did provide useful information and could become more 

relevant in the future; 

3 they noted the discussions that had taken place previously 

at Court relating to the paragraph in the Directors· Report 

relating to Employment Policies. Whilst not wishing to 

suggest further changes for this year the Committee felt 

that there was scope for strengthening this section in 

future years particularly in respect of matters such as 

Health and Safety etc; 

4 Messrs Deloitte, Haskins & Sells, the external auditors, had 

confirmed to the Committee that the audit had gone smoothly 

and that the control environment in the Bank continued to be 

of a very high order. The management letter would contain 

no criticisms but a number of observations. 
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A Minute of the Committee of Treasury recommending that the 

Accounts for the year ended 28 February 1989 be approved and 

signed, and that the Annual Report and Accounts of the Bank for 

the year ended 28 February 1989 be printed and issued was 

approved. 

At the Deputy Governor·s invitation: 

l Mr Quinn spoke about the Banking Act Report for 1988/89 

which was due for publication on the same day as the 

Annual Report and Accounts of the Bank. 

2 Mr George introduced a Minute of the Committee of 

Treasury recommending that a new subsidiary company be 

set up to own the land and buildings to accommodate the 

Registrar·s Department in Gloucester, thus enabling the 

Bank to avoid the payment of VAT on the construction of 

the building, an imposition that had been introduced in 

the Budget in March in respect of commercial buildings. 

The company, to be called BE Property Holdings Limited, 

would be a private company limited by shares, with the 

issued share capital covering tbe initial purchase of 

the land from the Bank and witb further financing 

through long term loans from tbe Bank. 

Court agreed the recommendation and further agreed that, 

in accordance with a recommendation of committee of 

Treasury, Mr EA J Ceorge be appointed Chairman of the 
new company and Mr H C E Harris and Mr J S Rumins be 

appointed as the first directors. 

3 Mr Flemming introduced a Minute of the Committee of 

Treasury concerning a Senior Appointment that had arisen 

as a consquence of the resignation of P J Warland, Head 

of tbe !nformation Division. It was agreed that with 

effect from 22 May 1989: 

J R E FOOTMAN ( 36) 
An Official, previously 
Private Secretary to the 
Governor 

be appointed a Senior 
Official as Head 
of Information Division 



4 With reference to a Minute of the previous week. 

Mr Flemming drew attention to some aspects of the 

May edition of the Quarterly Bulletin and the 

latest edition of the Bank Briefing, both of which 

were due to be published later that day. He also 

spoke about the latest paper on Recent Wage 

Developments which concentrated on the factors that 

have affected the labour market in the last seven 

months. 

fun~ ~~ 
I~~.,.) I( i~ 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 18 MAY 19 89 

Present 

The R t  Hon Robe r t  Leigh Pembe r t o n , Gove rnor 

Sir Geo rge Ad r i an Hayhu r s t  Cadbury 

Dr D a v i d  Va lent i ne Atterton , CBE 

The Hon S i r  John F r a nc i s  Ha rcou r t  B a r ing , cvo 
Frede r i c k  B r i an Co rby , Esq 

S i r  Co l i n  R o s s  Corness 

And rew Dunc an C rocket t ,  Esq 

John S t anton F lemming , Esq 

Edw a rd A l an John George , Esq 

Gavin H a r ry L a i rd ,  Esq , CBE 

B r i a n Q u i nn , Esq 

Sir  David G e r a l d  Scho ley,  CBE 

David A l an Wa l ke r ,  Esq 

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

Hugh Ch r i s t opher Emlyn Ha r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

The M i nu t e s  o f  the l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

a p p r oved . 

Mr Qu i nn commented on the weekly f i gures and Mr Geo rge s poke 

about the f o r e i g n  exchanges and t he s t a t e  of the dome s t i c  

ma r ke t s . 

There were no i tems f o r  d i scu s s i o n  under the wee k l y  execu t i ve 

repo r t . 
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At the Governor's invitation, Mr Harris outlined the Bank's 

proposals for the 1989 pay award, reporting to Court on the 

discussion that had taken place at the previous week's meeting 

of Committee of Treasury, and drawing attention to the 

particular factors affecting this year's negotiations. After a 
brief discussion, Court agreed that Mt Harris should enter 

negotiations with the Bank of England Section of BJFU within the 

parameters that had been discussed. It was also agreed that if 

a settlement could not be reached within those parameters 

Mr Harris should revert to Court before taking the disagreement 
to conciliation. 

At this point, the Governor having to leave for an official 

visit abroad, Sir Adrian Cadbury assumed the Chair. 

With reference to a Minute of 25 February 1988, a letter from 

Messrs Freshfields was submitted, together with a document to be 

sealed, namely a Deed of Indemnity between the Bank and its 

wholly owned subsidiary, EBS Investments Limited, to enable the 

company to provide for the cost of its liquidation in its 1989 

accounts. 

Court approved thereof and ORDERED that the document in question 

be sealed with the Common Seal of the Bank. 

In introducing the Report of the Charitable Appeals Committee 

or Atterton drew attention to the table summarising the Bank's 

charitable giving as a percentage of pre tax profit and 

explained that a similar table produced subsequently, as part of 

the Report of the Committee on Permanent Control of Expenditure, 

contained more up to date figures; these showed that the Bank's 

giving as a percentage of pre tax profits before exceptional 

items had amounted to 0.91\. 

The two Recommendations contained the Report, namely that: 

1 the contribution to the National Council for Voluntary 

Organisations should remain at £6,000 for the year 

1989/90; and, 

2 a donation of £2,000 a year for three years be made to 

Workwise, were approved. 



Mr H a r r i s  i n t roduced the Head o f  Pe rsonnel D i v i s i o n ' s  Annu a l  

Rep o r t  on S a l a ry Po l i cy and Fr inge Bene f i t s  wh i c h  w a s  l a id 

 

before Cou r t . I n  comment i ng on t h e  Repo r t , Mr  La i rd commended 

management on the i r  hand l i ng of the r e l o c a t i o n  of t he 

Reg i s t r a r ' s  Depa r tment to G l ouce s t e r . 

Mr Crockett p r e sented the I nt e r n a t i ona l Economic Deve lopments 

paper f o r  Ap r i l ,  defer red f rom the Cou rt o f  the previous wee k ,  

b e f o r e  g o i ng on to s p e a k  about the Wo r ld Economic Fo rec a s t  f o r  

S p r ing 1 9 8 9 . 

W i t h  refe rence to a Minute o f  the previous wee k ,  Mr F lemm i ng 

d rew a t tent i on to some a s pects of the p r e s s  r e a c t i o n  of the May 

ed i t i o n  of t he Qua r t e r ly Bu l l et i n .  
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 2 5  MAY 1 9 8 9  

Present 

The R t  Hon Robe r t  Le i gh Pembe rton , Governor 

S i r  Hec t o r  L a ing 

Dr David Va l ent i ne Atterton , CBE 

The Hon S i r  John F r a nc i s  Ha rcourt B a r ing , CVO 

And rew Dunc an Crocket t ,  Esq 

John St anton F l emmi ng , Esq 

Edwa rd A l an John Geo rge , Esq 

S i r  Robe rt H a s l am 

B r i an Qu inn , Esq 

Sir  David G e r a l d  Scho ley,  CBE 

Hugh Ch r i s t opher Emlyn H a r r i s ,  Esq 

Anthony L au r i e  Coleby , Esq 

5 9  

The Governor exp ressed t h e  s adness o f  Cou r t  on l e a r n i ng of  t he 

d e a t h  o f  S i r  Humphrey Mynors who had been a Member o f  Court as a 

D i rec t o r  f rom 1 9 4 9 1 9 5 4  and subsequent l y  as Deputy Governor 

unt i l  1 9 64 . 

The Minutes o f  the l a s t  Cou r t ,  h a v i ng been c i rcu l a ted , were 

a p p r oved . & The re being no comments on the weekly f i gu res , Mr Geo rge s poke 

about the f o r e i g n  exchanges and the s t a t e  of the dome s t i c  

m a r ket s .  
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Under the weekly executive report, the Governor said that 

arising from his appearance before the Treasury and Civil 

Service Committee the previous day, it might be helpful to 

establish the Bank's policy stance on EMU and membership of the 

ERM. We could operate monetary policy either in or out of the 

ERM but would need to be sure when and on what terms the UK 

might join. The difficulty would be in choosing the time 

carefully when the exchange rate was right so that we could hold 

our position within the band and continue to operate a 

successful monetary policy for counter inflationary purposes. 

It was agreed that a paper exploring the background of this 

issue should be prepared for discussion at Court and that the 

Governor might use the opportunity of delivering the annual 

lecture to the Institute of Economic Affairs to make an 

objective statement on EMU and the ERM. 

At the Governor's invitation: 

l Mr Harris, the Chairman of the Trustees of the Staff Pension 

Fund, presented a Report of the Staff Committee on the 

increase to be awarded in pensions and allowances payable 

from the Staff Pension Fund with effect from 1 July 1989. 

After some discussion on whether the potential difference 

between the level of award to pensioners in line with the 

RPI and that being proposed for staff salaries constituted 

•extraordinary circumstances•, the recommendations contained 

in the Report were approved. 

2 The Governor's interest having been declared, Or Atterton, 

in the absence of Sir Adrian Cadbury, the Chairman of the 

Trustees of the Court Pension Scheme, introduced 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 a former Governor 

and four former Executive Directors, with effect from 1 July 

1989. The Minute was approved. 

Sir Robert Haslam introduced the Annual Report of the 

Registrar's Department Liaison COmmittee which was laid 

before Court. During the discussion concern was expressed 
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that the Registrar's Department intended to look for new 

business once relocated in Gloucester: the sensitivities 

that might arise in competing with the private sector were 

noted. Concern was also expressed about the morale of 

those staff not wishing to relocate or sever: it was 

accepted that this presented a problem for management as the 

position of some staff could not be resolved quickly because 

of the need to maintain the Department's London operation 

for a further two years. 

4 Mr Crockett spoke about the Overseas Trade Figures for April 

which had been published earlier that morning. 

5 Mr Flemming presented the Economic Report for May. 

6 In introducing the regular monthly discussion of monetary 

policy Mr Coleby said that MO had reverted to subdued growth 

in April, with an increase of 0.1\ on the month and an 

increase of 5.7\ year on year: within that figure notes and 

coin had increased by 6\. May's outturn looked likely to 

be very similar to that of May 1988, with growth in the 

currency circulation probably exceeding 1\, as it had done 

on average for five summer months in 1988. How MO would 

develop in relation to its target growth range of 1\ 5\ p.a. 

depended on how far last year's pattern continued to be 

followed. The very low figures in recent months might be 

attributable in considerable part to inadequate seasonal 
adjustment. 

Broad money aggregates had all grown on the month by about 

1\, a modest rate in relation to their year on year growth 

which, in the case of M4, stood at 18\. Our hopes three 

months ago that the annual rate might show a sustained 

decline had been disappointed, as was evident from the 

annualised growth rates over the past three and six 

months. April's outturn had been depressed by 

overfunding, the lending counterpart at £7 bn being slightly 

above the recent monthly average. Loan demand from 

business continued strong, and could be explained by the 

buoyancy of investment at a time of narrowing profit 

margins. Loan demand from persons had fallen back after 



 

i t s  s p u r t  i n  Ma rch , b u t  rema i ned above t he l e v e l  o f  e a r l i e r  

months . Bui l d i ng soc i e t i e s  had g a i ned m a r ket s h a r e  i n  

mo r t g age lend i ng , a t  the expense o f  t he newer types o f  

mo r t g age l ende r . 

The money and c red i t  f i gures , a long s ide the d a t a  f rom t he 

r e a l  economy , suggested the dome s t i c  a d j u s tment was 

p roceed i ng a s  we l l  a s  could be expected but had some way 

s t i l l  t o  go . The po l icy mes s age was t h a t  i nt e re s t  r a t e s  

needed t o  rema i n  h i g h  but d i d  no t ,  a s  yet , requ i r e  

i nc re a s i ng . Howeve r  the recent weakne s s  o f  the exchange 

r a t e  threatened that pos i t i on and an i n c r e a s e  in i nt e r e s t  

r a t e s  o f  1% a f i gure thought u n l i ke l y  t o  a f fect t h e  

mo r t g age lend i ng r a t e  h a d  become neces s a ry .  
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A COURT OF DI RECTORS AT THE BANK 

THURSDAY 1 JUNE 1 9 8 9  

Present 

Sir Geo rge B lunden , Deputy Gove rnor 

Sir Hec t o r  L a i ng 

The Hon S i r  John Franc i s  Ha rcourt B a r i ng , CVO 

Frede r i c k  B r i an Co rby ,  Esq 

S i r  Co l i n  R o s s  Cornes s 

Edwa rd A l a n  John Geo rge , Esq 

S i r  Ma r t i n  Wakef i e ld Jacomb 

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

David A l a n  Wa l ke r ,  Esq 

Sir  Les l i e  C l a rence Young , CBE 

Hugh C h r i s tophe r Emlyn Ha r r i s , Esq 

The Minutes o f  t he l a s t  Court , h a v i ng been c i rcu l a ted , were 

app roved . 

 

The re be ing no comments on the weekly f i gu res , Mr Geo rge s poke 

about the f o r e i g n  exchanges and t he s t a t e  of the dome s t i c  

ma r ket s .  I n  response to a ques t i on f rom S i r  D a v i d  Scho ley 

about the s i ze of  the recent increase i n  i n t e r e s t  r a tes , Mr 

Geo rge exp l a i ned that dome s t i c  ad j us tment was p roceed i ng a s  

ant i c i pa ted and there had been no g rounds to i nc re a s e  i nt e r e s t  

r a t e s  on t h a t  account : the weakne s s  of the exchange r a t e  

however t h r e a tened that pos i t i o n  and an i nc re a s e  i n  i nt e r e s t  

r a t e s  had become nece s s a r y .  This  had been res t r i c ted to 1%, 

s i nce t h i s  was thought unl i ke ly to p roduce a r i s e  in mo r t g age 

lend i ng r a tes , wh ich we d i d  not reg a rd a s  neces s a ry ,  a nd wh ich 

wou ld have had an unwe lcome impact on the Ret a i l  P r i ce I ndex a t  

a sens i t ive t ime i n  t he p a y  round . 
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Responding to comments in the press and elsewhere suggesting 

that the central banks had "lost control of the foreign exchange 

markets" Mr George said that central banks never had •control" 

though they could exert influence, which was more powerful at 

some times than others. The G7 countries viewed the exchange 

rate of the $ as too high and this was unsatisfactory. The 

major countries were, not unreasonably, not prepared to 

sacrifice domestic policy objectives to securing the preferred 

pattern of exchange rates in response to what might be temporary 

exchange market pressures. They therefore sought to influence 

exchange rates through intervention. There could be legitimate 

differences of view on intervention tactics and there were 

practical problems over coordination of intervention anyway. 

It was at this tactical level that the impression of 

ineffectiveness appeared. Since the Plaza Agreement there 

had been a widely, but mistakenly, held perception of the power 

of central banks in maintaining exchange rate stability: as a 

result of recent events this perception may now have been 

undermined. 

Under the weekly executive report: 

the Deputy Governor reminded Members that on 9 March Court 

noted that widows• allowances for former Members of Court 

who retired before 1978 were less favourable than the 

benefits payable under the Rules of the Court Pension Scheme 

and agreed a formula whereby ex gratia allowances would be 

paid, where appropriate, to bring the total allowances paid 

to these and future widows in line with those current 

Members of Court, subject to each case being approved by 

Court. 

In considering the allowance payable to Lady Mynors 

following the death of Sir Humphrey Mynors, it had become 

apparent that having established the formula it was 

unnecessarily burdensome to seek Court's specific approval 

for each allowance. It was agreed therefore that in this 

case and for the future, such allowances be authorised by a 

Governor in accordance with the agreed formula. 
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2 With reference to a Minute of 2 March, Mr George spoke about 

the latest developments in Local Authority swap losses. It 

now seemed unlikely that the matter would be brought before 

the Courts before July and it might be as late as October 

before the hearing took place. Even then it was unlikely 

that the position would be clarified. In the meantime 

there was growing dissatisfaction in the markets and damage 

was being done to Local Authorities• creditworthiness and 

London ' s reputation as a financial market, and the 

Government was increasingly criticised for allowing the 

disorder to develop and persist. The Bank had consistently 

drawn Government's attention to the risks involved and had 

recently again written asking Government to address this 

issue as a matter of some urgency. 

Court gave approval to Sir John Baring's request to accept an 

invitation to join the Board of Jaguar plc. 

At the Deputy Governor's invitation and in the absence of 

Mr Crockett, of the International 

Divisions were invited to join Court to present a paper on 

Political and Economic Reform in the USSR and China. 

The Deputy Governor then spoke about his recent visit to Hong 

Kong and the impressions he had gained in the wake of the recent 

student demonstration in China and the potential impact for 

1997. 



A COURT OF DI RECTORS AT THE BANK 

THURSDAY 8 JUNE 1 9 8 9  

Present 

The Rt Hen Robert Leigh Pembe rton , Gove rnor 

S i r  Geo rge B lunden , Deputy Gove rnor 

Dr David Va l en t i ne Atterton , CBE 

The Hen S i r  John Franc i s  H a rcou rt B a r i ng ,  CVO 

S i r  George Ad r i an Hayhu r s t  Cadbury 

Frede r i c k  B r i a n Corby , Esq 

John S t a nton Flemm i ng , Esq 

Edward Alan John George , Esq 

S i r  Robe r t  H a s l am 

S i r  Hec t o r  L a i ng 

G a v i n  H a r ry La i rd ,  E s q ,  CBE 

B r i a n Qu i n n ,  Esq 

S i r  David Gerald Scho ley,  CBE 

David A l an Wa l ke r ,  Esq 

Hugh Ch r i s t opher Emlyn H a r r i s , Esq 

6 6  

The Minutes o f  the l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

app roved . 

I n  comment i ng on the weekly f i gu res , Mr Qu i nn men t i oned that the 

ye a r  on ye a r  i nc rease in notes in c i rc u l a t i o n  reg i s t e red 6% t h i s  

week compa red w i t h  increases of  t h e  o rder o f  6 l / 4 %  i n  recent 

weeks . Howeve r ,  the reduct ion was mo re appa rent than rea l ,  

r e f l ec t i ng the wri t i ng of f ,  under the t e rms of  the Cu r rency Act 

1 9 8 3 , of the rema i n i ng Series C £ 1  and £ 1 0  notes amount ing i n  

t o t a l  to £ 5 1  mn . Th i s  w a s  an inf requent event which l a s t  

occur red i n  1 9 8 3 . M r  Geo rge then spoke about t h e  f o r e i g n  

exchanges a n d  the s t a t e  of  the dome s t i c  ma r ket s .  
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Under the weekly executive report, Mr Laird enquired whether 

there had been a run on the Bank of China in London during the 

past week ~ a result of the recent events in Beijing. 

Mr Quinn said that queues had developed outside the London 

branch but these had initially been caused by the delayed 

delivery of notes to that Bank. PRC owned banks in Hong Kong 

and Singapore. however, had suffered considerable withdrawals in 

the wake of recent events in China, primarily in protest at the 

authorities' actions in PRC. 

At the Governor's invitation: 

1 The Deputy Governor presented a Report of the Committee on 

Permanent Control of Expenditure which was approved. 

2 Sir David Scholey introduced 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 1989. 

Mr Quinn confirmed that banks had established 

procedures in this respect but he could not speak for the 

building societies: he undertook to make enquiries of the 

Commissioner of Building Societies. 

The Report having been approved, the Deputy Governor 

reported that Mr Bullock, the Senior Partner of 

Messrs Deloitte Haskins and Sells, the Bank's external 

auditors, had expressed his complete satisfaction with the 

new arrangements now in place involving co operation between 

the Audit Committee and the external auditors. 

The Governor spoke 

~ Washington and the 

about his recent visits to New York and 

impressions he had gained in conversation 



w i t h  membe r s  o f  the US Admi n i s t r a t i o n ,  banke r s  a nd 

i ndus t r i a  l i s t s . 

 

S i r  David Scho l ey a l so spoke a bout h i s  imp r e s s i o n s  o f  the 

p le n a ry sess ion o f  the Interna t i ona l Mone t a r y  Con f e rence i n  

Mad r i d  e a r l i e r  t h a t  week a t  wh ich h e  h a d  been a guest speake r . 

5l ' ' �- -��l� 
l ,: .J � 1 '{ 9 1  
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A COURT OF 0 I RECTORS AT THE BANK 

THURSDAY 15 JUNE 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or Oavid Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir George Adrian Hayhurst Cadbury 
Frederick Brian Corby, Esq 

Sir Colin Ross Corness 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 
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Sir Robert Haslam 

Sir Martin Wakefield Jacomb 
Sir Hector Laing 

Gavin Harry Laird, Esq, CBE 

Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugb Kent, Esq 

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

approved. 

Mr Quinn commented on the weekly figures and Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

Under the weekly executive report, and with reference to a 

~ 
Minute of the previous week, Mr Quinn said that his enquiries 

had established that before opening accounts, building societies 

1. 
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carried out checks on applicants' creditworthiness. In 

addition he understood that the Building Societies Commission 

had recently written to all Societies on the subject of fraud, 

stressing the need to establish beyond doubt the identity of 

potential customers. 

At the Governor's invitation: 

1 Sir Hector Laing spoke about the Report and Accounts of 

B E Services Ltd for the year ended 28 February 1989 which 

were laid before Court. 

2 In the absence of Mr Crockett, Mr Latter introduced the 

International Economic Developments paper for May. During 

the discussion which followed, a comparison of the impact of 

interest rate changes in other countries, particularly the 

USA, was considered a subject on which further work was 

already in hand; and an international comparison of the 

cost of capital in real terms, currently high in the UK 

compared with our competitors, was also identified as a 

subject which might be pursued further. 

3 Mr Charkham presented his paper on the "Nationality of 

Companies•. During the discussion which followed, 

attention focussed on the consequences of nationality in 

terms of the physical location of research and development 

and of headquarters and the impact on policy decisions etc; 

the staffing implications; and the implications of 

nationality on company boards and those of subsidiaries, as 

well as at senior management level . It was accepted that 

although the UK was more ezposed than some countries 

takeovers and mergers were inevitable and acceptable; they 

worked in both directions with UK companies in recent years 

having invested heavily abroad. It was agreed that the 

subject might be pursued further particularly with the 

Department of Trade and Industry. 

~~ ~ )'-' ~1L~~ 
1.1. ,.l :> "'- ~ l 't 9~ 



A COURT OF DIRECTORS AT THE BANK 

THURSDAY 22 JUNE 1989 

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 Frederick Brian Corby 

Sir Colin Ross Corness 

Andrew Duncan Crockett, Esq 
John Stanton Flemming, Esq 

Edward Alan John George, Esq 
Sir Hector Laing 

Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 
David Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopber Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 

Anthony Laurie Coleby, Esq 

On behalf of Members of Court, the Governor congratulated 
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Sir Brian Corby on the knighthood conferred upon him in the 

Queen's Birthday Honours the previous weekend and noted also 

with pleasure the knighthood conferred on Sir Nigel Althaus, the 

Government Broker. 

~~ The Minutes 
11 approved . 

~ 

of the last Court, having been circulated, were 
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There being no comments on the weekly figures, Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

There were no items for discussion under the weekly executive 

report. 

Court gave approval to Or Atterton's request to accept an 

invitation to join the Board of Enviropac International Limited. 

At the Governor's invitation: 

Mr Harris commented on some recent retirements and 

secondments. 

2 Mr Flemming presented the Economic Report for June. 

3 Mr Coleby introduced the regular monthly discussion of 

monetary policy. Comment on the May figures had focussed 

on two features which were regarded as disappointing: the 

rate of growth of MO, and bank and building society 

I 
b 

lending. Neither seemed, on closer examination, to justify 

that conclusion. 

MO, admittedly, grew quite strongly with an increase of 1.2\ 

on the month, reflecting an increase of 1.4\ in notes and 

coin, and causing the year on year rates to increase from 

5.7\ to 6.2\ and from 6.0\ to 6.3\, respectively. The 

monthly rate however reflected the problems of seasonal 

adjustment mentioned the previous month. Year on year 

comparisons did not suffer from this problem to anything 

like the same extent and although the current rate was 

higher the best guess was that it was erratic rather than an 

indication of a new trend. Evidence from the June figures 

so far was consistent with that interpretation with the 

year on year increase in currency circulation hopefully back 

to about 6\. Turning to broad money and credit, Mr Coleby 

said that the monthly growth of broad money aggregates was 

again low but that the increase in May last year had been 

even lower so the year on year figure had shown an 

increase. The counterpart pattern was much the same as we 
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h a d  become used t o ,  except f o r  t h e  hi gher f i g u r e  f o r  pub l i c  

sector exte rna l f lows wh ich r e f l ected t h e  dec l i ne i n  

rese rves a s  a r e s u l t  o f  f o r e i g n  exchange i nte rvent i on .  M4 

lend i ng at £ 6 . 7  bn f o r  the month ,  had d i s a pp o i nted those who 

had hoped f o r  a percep t i b l e  dec l i ne f r om t he recent monthly 

average of £ 6 . 9  bn . I n  f a c t , i t s  compos i t i o n  rema i ned 

f avou r ab l e  w i t h  lending to persons f o r  consump t i o n  subdued 

and that f o r  hous ing not g rowing f a s t , a l though bu i l d i ng 

s o c i e t i e s • g a i n  i n  ma r ket s h a re had boo s t ed t he i r  net 

lend ing t o  £ 2 . 2  bn comp a red w i t h  a n  average of £ 1 . 9  bn f o r  

t h e  previous ei ght months s i nce Augus t .  Corpo r a t e  

bo r rowing was s t i l l  s t rong b u t  exp l i c a bly so . I n  summa ry 

there was g rowing evidence t h a t  t ot a l  lend i ng was on a 

gent le dec l i ne i n  percentage t e rms . 

Mr Co leby went on to exp l a i n  t h a t  there wou l d  be on ly one 

mo re month in which the money f i gures wou l d  be pre sented i n  

t h i s  f o r m ,  a s  i t  h a d  been deci ded to abandon M3 i n  Ju l y ,  t o  

a v o i d  a s h a r p  d i scon t i nu i ty t h a t  wou ld a r i se a s  a r e s u l t  o f  

the change o f  s t a t u s  o f  t he Abbey N a t i o n a l  f rom a bu i ld ing 

s o c i e ty t o  a bank . I n  f u t u re o n l y  M4 wou l d  be used . 

I n  cons i d e r i ng t he pol icy imp l i c a t i ons t h a t  cou ld be d r awn , 

Mr Co leby s a id there was no t h i ng i n  t he l a t e s t  i nf o r ma t ion 

t o  change the v i ew that t he adj u s tment w a s  broad ly on the 

des i red course . We wou l d  not have w i s hed spont aneou s ly to 

increase interest rates two weeks ago but that po s i t i on had 

been f o rced upon us  by the ma rket s .  Equ a l l y ,  there were no 

g rounds as yet f o r  be l i eving , even at 14% , t h a t  we were i n  

imminent danger o f  ove rki l l .  No i nt e r e s t  r a t e  changes were 

therefore intended but t he ma rkets could a g a i n  put us  t o  the 

t e s t . Res i s t ance th rough i n te rvent i o n  wou ld be the f i r s t  

l i ne o f  de fence but further interest  r a t e  i nc re a s e s  could 

not be comp letely exc luded . 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 29 JUNE 1 9 8 9  

Present 

The Rt Hon Robe r t  Leigh-Pembe r t o n ,  Gove rnor 

Sir  Geo rge B lunden , Deputy Governor 

D r  David Va lent i ne Atterton , CBE 

S i r F rede r i ck B r i an Co rby 

John Stanton Flemmi ng , Esq 

Edwa rd Alan John Geo r g e ,  Esq 

S i r  Robe r t  H a s l am 

S i r  Hect o r  La i ng 

Gav i n  H a r ry L a i rd ,  Esq , CBE 

B r i an Qu inn , Esq 

D a v i d  Alan Wa l ke r , Esq 

S i r  Le s l i e C l a rence Young , CBE 

Hugh Ch r i s tophe r Emlyn Ha r r i s ,  Esq 

Pend a re l l  Hugh Kent , Esq 

The Minutes o f  the last Cou r t , h a v i ng been c i rcu l a ted , we re 

app roved . 

Mr Qu i nn commented on the weekly f i gures and Mr Geo rge s poke 

a bout the fo r e i g n  exchanges and the s t a t e  of the domes t i c  

ma r ke t s . 

 

Unde r  the weekly execut ive report and with r e f e rence to a Minute 

o f  1 8  May , Mr H a r r i s  repo r ted that nego t i a t ions for t he 1 9 8 9  pay 

awa rd with the Un ion had now reached the p o i n t  where f i r s t  

d i s a g reement h a d  been reco rded , the B a n k  hav i ng o f f e red an 
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a c r o s s the bo a r d  increase o f  6% and rej ected a ny add ons . 

A l t hough he had a b r i e f  to o f f e r  up to 6 1/2% , Mr H a r r i s ' v i ew 

w a s  t h a t  t h i s  too wou ld be rej ected by t he Union a nd t h a t  once 

the second d i s ag reement had been reg i s te red the ma t t e r  would be 

r e f e r red t o  ACAS for conc i l i a t i on . Howeve r ,  s i nce t he e a r l i er  

d i scuss ions a t  Cou r t  a number o f  factors  had changed : t he r a te 

o f  i n f l a t i on had i nc re a sed and indu s t r i a l  a c t i o n  was be ing seen 

or p roposed in some c l e a r ing banks and some pub l i c  sector 

ut i l i t ies i n  the f ace of  offers  a round 7 7  1/2% : Cou r t  might 

t h e r e f o r e  w i s h  to recons ider t he pa r ame t e r s  for  negot i at i on . 

The Gove rnor s a i d  t h a t  i n  t he c i rcums t ances the v i ew o f  t he 

B a nk ' s  Execu t ive was t h a t  a s e t t lement o f  the o rder o f  7 7  1/2% 

w a s  now p robably i nev i t ab l e  but the manner i n  wh i ch it might be 

a c h i eved e i ther wi l l i ng ly in advance of t he i nvo lvement o f  

ACAS o r  re luctant ly a s  a resu l t  o f  t he i r  i n t e rvent i o n  shou ld 

be cons idered . 

Du r i ng t he d i scu s s i o n  t h a t  f o l l owed t h e re w a s  gene r a l  a g r eement 

t h a t  the Bank should a im to seek a s e t t lement wi t hou t i nvo l v i ng 

ACAS . A l t hough mo s t  Membe r s  sha red the v i ew t h a t  an awa r d  of  

the o rd e r  o f  7 7  1/2% was approp r i a t e  t he v i ew was a l so 

exp r e s s ed that t he Bank should not ove r lo o k  its spec i a l  pos i t ion 

and the pub l i c  c a l l s f o r  wage res t r a i nt that had been made 

recen t l y .  It was nevertheless  ag reed t h a t  Mr Ha r r i s  should 

con t i nue to nego t i a te with t he Un i on up to a maximum o f  7 1/2% , 

i f  nece s s a r y ,  w i t h  t he a i m  o f  achieving a n  e a r ly s e t t l ement 

w i t hout i nvo l v i ng ACAS . 

At the Gove r no r ' s  i nv i t a t i on and w i t h  refe rence to a M i nu t e  of  

1 1  May , M r  Geo rge i n t roduced the p ropos a l s  f o r  the 

c ap i t a l i s a t ion o f  BE Property H o l d i ng s  Ltd which had been 

d i s cus sed w i t h  both Mes s r s  De l o i t t e , H a s k i n s  and Se l l s  and t he 

B a n k i ng Dep a r tment . Cou r t  ag reed t h a t :

a )  the i s sued s h a re c a p i t a l  o f  the company be i nc r e ased 

f rom £2 to £ 5mn , t o  acqu i re the l and ; and 

b )  t h e  company b e  g r anted an i n t e r e s t  f ree l o a n , repayable 

on demand of  up t o  £ 2 0mn , to cover the bu i ld i n g  

cons t ru c t i o n  cos t s . 
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I t  w a s  a l s o  ag reed t h a t  f o l low i ng the c a p i t a l i s a t i on of  the 

comp a ny , Mes s r s  Geo rge , Ha r r i s , Rumins and Croughton ,  a s  

Nominees ,  s hou ld each ho ld one s h a re of  £ 1  and t h e  Governor and 

Comp any of t he Bank of Eng l and the rema i n i ng 4 , 9 9 9 , 9 9 6  

£ 1  s h a res . 

I t  w a s  f u r t he r  RESOLVED t h a t  pu r su a nt to Sec t i o n  3 7 5  of the 

Comp a n i e s  Ac t 1 9 8 5  and unt i l  otherw i s e  reso lved by the Cou r t  of  

Di rec t o r s , Mr E A J Geo r g e ,  the Execut i ve D i rec t o r  respons i b l e  

f o r  the Reg i s t r a r ' s  Depa r tment , o r  f a i l i ng h i m ,  Mr H C E Ha r r i s , 

o r  f a i l i ng h i m ,  Mr J S Rumi ns , o r  f a i l ing h i m ,  the Sec ret a ry of  

t he B a n k ,  be autho r i sed to act  a s  t he represen t a t ive o f  t he 

Gove rnor and Company o f  t he Bank of Eng l and at any mee t i ng of  

BE Prope r ty H o l d i ng s  Ltd , a who l ly owned subs id i a ry o f  the Bank . 

H a v i ng de a l t  w i t h  t he c a p i t a l i s a t ion o f  BE Property Holdings 

Ltd , a nd with refe rence to a Minute o f  1 2  May 1 9 8 8 ,  a letter  

f rom Mes s r s  F r e s h f i elds was submi t t ed , together with a document 

to be sea led , name ly a T r a n s f e r  in respect of the t r an s f e r  o f  

Sout h g a t e  Ho s p i t a l ,  Sou thgate St reet , G louce s t e r  f rom t h e  Bank 

t o  BE Prope r ty H o l d i ngs Limi ted . 

Cou r t  app r oved thereof and ORDERED t h a t  the document i n  ques t i on 

be sea led w i t h  t he Common Sea l  of  t he Bank . 

Mr F l emming s poke about the Ove r s e a s  T r ade f i gu r e s  f o r  May , 

wh i c h  had been pub l i shed t he p revious Tue sday,  be f o r e  g o i ng on 

t o  p resent the l a t e s t  Bank Fo rec a s t  on t he Economi c Out look up 

t o  1 9 9 1 .  Du r i ng the d i scu s s ion which f o l l owed Mr F l emmi ng s a i d 

t h a t  he wou ld we lcome comment f rom the Non Execu t i ve Di rect o r s  

on t h e  Fo rec a s t . I t  was ag reed t h a t  to f ac i l i t a t e  d i s c u s s ions 

in future the Fo rec a s t , des p i t e  its con f i dent i a l i ty ,  should be 

c i rcu l ated t o  Membe r s  a week i n  advance o f  the d i sc u s s i o n  a t  

Cour t ,  a nd t h a t  comp a r i son shou ld b e  made w i t h  o t he r  f o r e c a s t s  

when pos s i b l e . 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 6 JULY 1 9 8 9  

Present 

The R t  Hen Robe r t  Leig h Pembe rton , Gove rnor 

S i r  Geo rge B lunden , Deputy Gove rno r 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbury 

S i r  Fred e r i c k  B r i an Co rby 

And rew Dunc an Crocket t ,  Esq 

John Stanton F l emmi ng , Esq 

Edwa rd A l a n  John Geo rge , Esq 

S i r  Robe r t  H a s l am 

S i r  Hec t o r  L a i ng 

B r i an Qu i n n ,  Esq 

Sir  David Ge r a ld Scho ley,  CBE 

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

7 7  

The Minutes o f  the l a s t  Cou r t , h a v i ng been c i rcu l a t ed ,  were 

app roved . 

The re be i ng no comment s  on the week l y  f i gures , Mr Geo rge spoke 

a bou t the f o r e i g n  exchanges i nc lu d i ng the Of f i c i a l  Reserves 

f i gu res for June and the s t a t e  o f  the dome s t i c  ma r ket s .  

The re were no i t ems f o r  d i scu s s i on under the week ly execut ive 

repo r t . 

At the Governo r ' s  i nv i t a t ion and w i t h  refe rence to a Minute o f  

2 9  June , t h e  Deputy Gove rno r repo rted t h a t  ag reement had been 

re ached between the B a nk and B I FU f o r  a 7 l / 2 %  i nc r e a s e  i n  

s a l a r i es f o r  those s t a f f  w i t h i n  the b a r g a i n ing un i t s ,  to be 

e f fect ive f rom l Ju ly . He went on to int roduce a Minute of the 

Comm i t tee o f  Treasury conce r n i ng Senior O f f i c i a l s ' s a l a r i es . 
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I t  w a s  ag reed by Cou r t  t h a t  the s a l a r i e s  o f  Sen i o r  O f f i c i a l s  be 

revi sed w i t h  ef fect f rom 1 Ju ly 1 9 8 9  a s  f o l lows :

Po i nt A be inc reased f rom £ 6 8 , 5 0 0  t o  £ 7 3 , 6 5 0  

Po i n t  B be increa sed f rom £ 6 3 , 2 5 0  to £ 6 8 , 0 0 0  

Po i n t   be i nc r e a sed f rom £ 5 8 , 0 0 0  to £ 6 2 , 3 5 0  

Po i n t  D be inc reased f rom £ 5 5 , 2 0 0  t o  £ 5 9 , 3 5 0 

Poi nt E be i nc rea sed f r om £ 5 2 , 4 0 0  t o  £ 5 6 , 3 5 0  

Po i n t  F be i ncrea sed f rom £ 4 9 , 6 0 0  t o  £ 5 3 , 3 5 0 . 

I n  comment i ng on the Annu a l  Repo r t s  and Accounts o f  EBS 

Inves tments Ltd and S l a t e r , Wa l ke r  Ltd , for the ye a r  ended 

28 Feb ru a ry 1 9 8 9 , t he Deputy Gove rnor exp l a i ned t h a t  it was 

l i ke l y  that the l i q u i d a t i o n  of  both these who l ly owned 

subs i d i a r i es of the Bank wou ld beg i n  du r i ng t he coming yea r .  

The Repo r t s  were l a i d  be fore Cou r t . 

eA . �()�. 
�� !J� 1'18 1  
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 13 JULY 1989 

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 Frederick Brian Corby 

Andrew Duncan Crockett, Esq 
John Stanton Flemming, Esq 

Edward Alan John George, Esq 
Sir Robert Haslam 

Sir Martin Wakefield Jacomb 
Sir Hector Laing 
Gavin Harry Laird, Esq, CBE 

Brian Quinn, Esq 

Hugh Christopher Emlyn Harris, Esq 
Pendarell Hugh Kent, Esq 

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

approved. 
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In commenting on the weekly figures 

the increase in cash ratio deposits 

National acquiring banking status. 

Mr Quinn drew attention to 

which resulted from Abbey 

Mr George spoke about the 

foreign exchanges and the state of the domestic markets. 

/

There were no items for discussion under the weekly executive 

report. 

~ 
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At the Governor's invitation the Deputy Governor reminded Court 

that the Banking Act 1987 conferred on the Bank various powers, 

duties and functions. Recent legal advice had made it clear 

that delegation of the Bank's powers should be more explicit. 

It was agreed that the recommendation to Court should be 

supplemented by an understanding that the names of those to whom 

powers were subsequently delegated should be reported to Court 

periodically. It was also noted that Court would be informed 

of the exercise of these delegated powers when the Annual Report 

under the Banking Act was submitted in the normal course, and 

also when otherwise appropriate. 

Court resolved that with immediate effect, each of the persons 

for the time being holding the positions of Governor (as defined 

in the Regulations), Head or Deputy Head of Banking Supervision 

Division or Head of Wholesale Markets Supervision Division (or 

any successor positions to such positions) be authorised to 

exercise severally on behalf of the Bank any and all of the 

powers, duties and functions conferred on or vested in the Bank 

by or under the Banking Act 1979 and Banking Act 1987, with 

power to delegate at his sole discretion and on such terms as be 

thinks fit any and each of such powers, duties or functions to 

any officer, servant or agent of the Bank. The authorities 

hereby conferred shall with immediate effect supersede and 

replace any and all previous authorisations in relation to the 

same matters, without prejudice to anything done pursuant to any 

such previous authorisations prior to the passing of this 

resolution. 



A COURT OF DI RECTORS AT THE BANK 

THURSDAY 2 0  JULY 1 9 8 9  

Present 

S i r  Geo rge B lunden , Deputy Gove rno r 

S i r  Geo rge Ad r i a n  H ayhu r s t  Cadbu ry 

Dr David Va l ent i ne Atter ton , CBE 

The Hon S i r  John Franc i s  Ha rcou rt B a r ing , CVO 

S i r  Frede r i c k  B r i an Co rby 

S i r  Co l i n  Ross Co rne s s  

John Stanton F l emming , E s q  

S i r  Hect o r  La ing 

Gavin H a r r y  L a i rd ,  Esq , CBE 

B r i an Qu i n n ,  Esq 

Sir  David Gera ld Scho ley,  CBE 

D a v i d  A l a n  Wa l ke r ,  Esq 

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

Pend a re l l  Hugh Kent , Esq 

Anthony Lau r i e  Coleby , Esq 

The Minutes o f  t he l a s t  Court , h a v i ng been c i rcu l a ted , were 

app roved . 

There be i ng no comments on t he weekly f i gures Mr Co l eby s poke 

about the f o r e i g n  exchanges and the s t a t e  o f  t he dome s t i c  

ma r ket s . 

Unde r  the weekly execut ive repo rt :

1 Mr F l emming t a l ked about the Bank ' s  Edu c a t i o n a l  Resource 

Packs wh i c h  had been l a unched e a r l i e r  that week . 

8 1  
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2 Hr Quinn spoke about the Report of the Inspectors of the 

Department of Trade and Industry into the affairs of NatWest 

Investment Bank and County NatWest - the merchant banking 

subsidiaries of the National Westminster Bank and the role 

they played in the offer by Blue Arrow for Manpower and 

their subsequent interests in the shares of Blue Arrow. 

The Bank had considered the Report which had been 

published earlier that day and what action should be taken 

in accordance with the procedures for administering the 

Banking Act 1987. Consequently, it was proposed to serve 

notice on National Westminster Bank. NWIB and County Bank 

informing them that their authorisation was to be restricted 

by reason of their employment of several individuals whom 

the Bank was minded to judge not fit and proper under the 

criteria of the Banking Act. 

Sir Leslie Young's personal interest as a Director of 

National Westminster Bank was noted. 

Mr Quinn went on to explain that coincidentally the Bank 

would be pursuing a similar course of action against Morgan 

Grenfell and others in connection with the Guinness case. 

3 In response to a question from Sir Hector Laing about the 

bid by Sir James Goldsmith and others to take over BAT 

Industries, the Deputy Governor explained that none of the 

institutions supervised by the Bank appeared likely to be in 

an over exposed position; nor did this bid appear to have 

the undesirable features which had made it appropriate for 

the Bank to express public concern in some other examples of 

highly geared bids. 

At the Deputy Governor's invitation: 

1 Sir Hector Laing introduced a Report of the Debden Committee 

on the Annual Report and audited Accounts of the Printing 

Works for the year ended 28 February 1989 which incorporated 

Directors ' Reports and audited Accounts of Debden security 

Printing Limited together with the summary of audited 

accounts for Thrissell Limited for the year ended 

31 December 1988. 
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2 Mr L a t t e r  p resented the I nt e r n a t i ona l Economic Deve lopments 

paper f o r  June . 

3 Mr F lemming int roduced a paper conce r n i ng Rates  Reform and 

the Commu n i ty Cha rge : a b r i e f  d i scus s i on ensued . 
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A MEETING OF D IRECTORS AT THE BANK 

THURSDAY 27 JULY 1 9 8 9  

Present 

The Rt Hon Robe r t  Leigh Pembe rton , Gove rnor 

Sir George Ad r i an Hayhu r s t  Cadbu ry 

The Hon S i r  John Franc i s  Ha rcourt B a r ing , CVO 

And rew Dunc an Crocket t ,  Esq 

S i r  Ma r t i n  Wakef i e l d  Jacomb 

S i r  Hec t o r  L a i ng 

B r i a n  Quinn , Esq 

David Alan Wa l ke r ,  Esq 

Hugh Ch r i s t opher Emlyn Ha r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

Anthony Lau r i e  Coleby , Esq 

 

The number o f  Di rect o r s  a s s emb led b e i ng i n su f f i c i ent t o  f o rm a 

quo rum , those present proceeded to t he bu s i ne s s  subj ect to 

r a t i f i c a t i o n  by the next Court . 

The Minutes o f  t he l a s t  Cou r t , h a v i ng been c i rcu l a t ed , were 

approved . 

The re b e i ng no comments on the wee kly f i gures , Mr Co leby s poke 

about the f o r e i g n  exchanges and the s t a t e  of the dome s t i c  

ma r ket s .  
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Under the weekly executive report: 

1 With reference to a Minute of the previous week the Governor 

spoke about the events that had taken place during the 

previous week as a consequence of the publication of the 

Report of the Inspectors of the Department of Trade and 

Industry into the affairs of the National Westminster Bank's 

merchant banking subsidiaries and their involvement with 

Blue Arrow. 

2 The Governor also referred to the lecture The Future of 

Monetary Arrangements in Europe which he had delivered the 

previous evening to the Institute of Economic Affairs and 

explained that it might now be appropriate for the Bank to 

move on to consider a policy for joining the ERM. 

The Governor having declared his actual interest in the Court 

Pension Scheme and the potential interest of Messrs Walker, 

Quinn and Crockett, invited Sir Adrian Cadbury to introduce a 

Report of the Trustees of the Court Pension Scheme relating to 

the annual actuarial valuation of the Scheme which had 

previously been discussed at Committee of Treasury on 6 July. 

The Report which recommended that the contribution rate remained 

unchanged for the current year, was approved. 

The Court gave approval to Sir Adrian Cadbury's request to 

accept an invitation to join the Board of the Birmingham 

National Exhibition Centre. 

At the Governor's invitation: 

1 Hr Crockett introduced a memorandum on LDC Debt which the 

Bank had submitted to the Treasury and the Civil Service 

Committee. The memorandum considered recent economic 

developments, external financing, and debt ratios in heavily 

indebted countries and examined the role of banks and their 

attitudes to new ldc financing. Hr Quinn spoke briefly 

about the potential impact that the new debt financing 

arrangements might have on the Bank's provisioning policy. 
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2 Mr Crockett commented on the Ove r s e a s  Tr ade f i gures f o r  June 

wh i c h  had been pub l i shed t he previous day . 

3 Mr Tay l o r  s poke about the Economic Repo r t  f o r  Ju l y .  

4 Mr Co l eby i n t roduced t he regu l a r  mon t h l y  d i scu s s i o n  o f  

monet a ry po l i cy b y  a s s e s s i ng t he recent mone t a ry 

i nf o rma t ion . MO and notes a nd c o i n  i n  c i rcu l a t i o n  

i nc r e a sed res pec t i vely b y  0 . 7% a n d  0 . 9% i n  June , s e a sona l ly 

adj u s t ed . These r a t es were h i g h  i n  r e l a t ion to t he t a rget 

for MO g rowth o f  1 5% p . a . ,  but we were not conf i dent o f  the 

accur acy of the s e a s o n a l  adj u s tment . The re we re even 

h i gher f i gures in June l a s t  yea r ,  so t h a t  yea r on ye a r  

g r owth r a t e s  were down , f rom 6 . 2% to 5 . 9% i n  t h e  c a s e  o f  

MO . Moreove r ,  g rowth o f  t he cur rency c i rcu l a t i o n  had 

s lowed down consider ably w i t h i n  June and rema i ned modest in 

Ju l y . Th i s  seemed to conf i rm t h a t  there had been a 

sho r t l i ved surge i n  consump t i o n  i n  May , but t h a t  demand had 

now sett led back t o  i t s  f o rme r subdued s t a t e . 

Tu r n i ng to broad money and cred i t , Mr Co l eby s a id there was 

conf l i c t i ng evi dence f rom the money aggregates a nd t he i r  

l e nd i ng counterp a r t s . M 4  had reco rded a record g rowth o f  

2 . 4 %  f o r  the month w i t h  a ye a r on ye a r  f i gu r e  i n c r e a s i ng 

f rom 1 8 . 6  to 1 9 . 2% .  Lend i ng on the other hand rema i ned 

s t e ady at £7 bn , as a resu l t  of wh i c h  i t s  yea r on ye a r  r a t e  

o f  g rowth was dec l i n i ng s l owly b u t  progres s ive l y .  T h e  ma i n  

g rowth con t i nued to b e  i n  corpo r a t e  secto r ,  n o  doubt 

a s s oc i a ted with i nves tment out l ays . The re were g rounds f o r  

be l i ev i ng t h a t  t h e  acce l e r a t ion i n  M4 ' s  g rowth w a s  

a t t r i bu t a b l e  t o  money h e l d  a s  an a s s e t  r a t he r  t h a n  f o r  

t r a n s a c t ions purposes : a h i g h  propo r t i on was i n  i nt e r e s t  

bea r i ng f o r m ,  a n d  t he f a s te s t g rowing ho l d i ng s  we re t h o s e  o f  

" o ther f i nanc i a l  i n s t i tu t i ons " s u c h  a s  l i fe a n d  pen s i o n  

fund s . I t  posed the que s t i o n  o f  whe t he r  t h i s  was a 

tempo r a ry s i tu a t i o n  and how such f unds wou ld u l t imately be 

used , to meet dome s t i c  demand f o r  f i na nce or be t r an s f e r red 

into o t h e r  types o f  a s set , perhaps ove r s e a s . Fo r the 

present t he pos i t i on was probably not p a r t i cu l a r ly 

t h r e a te n i ng . 
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During the past month monetary conditions had become tighter 

with sterling strengthening substantially (by some 4\ from 

its lowest point) but it was only marginally higher than 

when base rates increased to 14\. Evidence from the real 

economy suggested that the possibility of a further interest 

rate rise which might be needed to reinforce the slowdown in 

activity had diminished. Equally there was no evidence to 

suggest that an easing of policy would be appropriate 

either: we were therefore not seeking an early change in 

our policy stance. 

f'{-.. ft !(..___ """'-
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 3 AUGUST 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir Hector Laing 

Or David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir Colin Ross Corness 

Andrew Duncan Crockett, Esg 

Sir Robert Haslam 

Sir Martin Wakefield Jacomb 

Sir David Gerald Scholey, CBE 
David Alan Walker, Esg 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esg 
Pendarell Hugh Kent, Esg 

Anthony Laurie Coleby, Esq 

88 

The Minutes of the Court of the 20 July were confirmed and those 

of last week's Meeting were approved. 

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

Mr Quinn's absence, went on to speak about the foreign exchanges 

including the Official Reserves figures for July and the state 

of the domestic markets. 

Under the week~y executive report, and with reference to Minutes 

of the 4th and 18th August 1988, Mr Kent informed Court of 

recent developments regarding the Bank's shareholding in 

Portals. Before so doing Court agreed that Sir David Scholey, 
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who had an interest through Warburgs, should remain. Mr Kent 

reminded Court that a year previously he had reported that the 

Bank was considering selling its shareholding in Portals when a 

suitable opportunity arose. It was agreed subsequently that the 

Bank should do so but that this be delayed for, say, two years 

while Portals made strategic plans for the group. Since then 

Portals had sold their water treatment business one of the 

main areas of difficulty. They had suggested that the time was 

now ripe for the Bank to place its shareholding. The Bank 

agreed with that judgement and were, accordingly, making plans 

to that effect. 

The Bank's association with Portals was of long standing; our 

current shareholding of just over 25\ had been acquired in 1949 

when Lord Portal died. However, we had recently been loosening 

the ties. A new 5 year fixed term paper contract was agreed in 

1988 replacing the old rolling contract. 

As a responsible shareholder the Bank would not want to dispose 

of its shareholding in a way which would destabalise the company 

or put it into play. The Portals share price had shown some 

upward movement during the year partly on the back of 

speculative buying. The Bank had been advised that a placing of 

the shares would probably be done at a discount to the open 
market price which seemed an acceptable price to pay for an 

amicable separation. It was estimated the placing would realise 

£40mn after tax. 

The Bank had considered whether a case could be made to retain a 

small stake, of say 5\, but had concluded it could turn out to 

be a hostage to fortune. The paper and printing industry were 

going through a phase of merger and acquisition and even a 5\ 

stake could put the Bank in the invidious position of having to 

choose between rival bidders. We were surrendering the 

opportunity of getting a bid premium as we had been advised that 

otherwise we would run the risk of insider dealing. Also, the 

Bank would have the added difficulty of explaining why it had 

retained 5\. We would need to make clear that we no longer 

regarded a holding in what was now a diversified public 

company as opposed to a company that just made paper as 

appropriate for a Central Bank. 
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Portals had said they would like us to retain a small stake to 

assist with their marketing but this would be hard to reconcile 

with the overa l l rationale of the sale. It would, in any case, 

still be known the Bank obtained their paper from them. Court 

were content with the steps proposed. 

Four letters from Messrs Freshfields were submitted, together 

with a number of documents to be sealed, namely: 

1 A Deed of Covenant with the Charities Aid Foundation. 

2 A Deed of Substituted Security to enable a member of staff 

to purchase an extended lease on his property. 

3&4 A Transfer and Conveyance in respect of Forbanks Sports 

Club, to enable the sale of the buildings and land, by first 

transferring the freehold interest from the the Midland Bank 

Trust Company Limited, to the Bank and the National 

Westminster Bank. Court approved thereof and ORDERED that 

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

At the Governor 's invitation: 

1 Sir John Baring presented a Report of the committee to 

consider the Securities of Certain Funds, which was 

approved. 

2 Mr Harris then introduced 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 1989 

which were laid before the Court. 

3 Mr Taylor presented the Economic Commentary Section from the 

August edition of the Quarterly Bulletin. 

~i-. ~t""""' ~ 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 10 AUGUST 1 9 8 9  

Present 

S i r  George B l unde n ,  Deputy Gove rno r 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbury 

S i r  Frede r i ck B r i an Co rby 

S i r  Co l i n  Ross Co rness 

Edwa rd A l an John Geo rge , Esq 

S i r  Ma r t i n  Wake f i e ld Jacomb 

S i r  Hect o r  L a ing 

Gav i n  H a r ry L a i rd ,  Esq,  CBE 

David A l a n  Wa l ke r ,  Esq 

Hugh Ch r i s t opher Emlyn Ha r r i s ,  Esq 

Penda re l l  Hugh Kent , Esq 

The Minutes o f  the l a s t  Court , having been c i rcu l a ted , were 

app roved . 

There be i ng no commen t s  on the wee kly f i gures , Mr Geo rge spoke 

about the f o r e i g n  exchanges and the s t a t e  o f  the dome s t i c  

ma r ket s . 

Under the week ly execut ive repo r t , and w i t h  refe rence to a 

Minute o f  the previous wee k ,  Mr Kent ment i oned t h a t  the s a l e  o f  

t h e  Bank ' s  s t ake in  Po r t a l s  had gone ahead very qu i c k l y .  The 

ent i re p a rc e l  was p l aced w i t h  Warbu r g s  at a pr ice of 2 8 4 p  l a s t  

9 1  
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Friday morning compared to the previous night's close of 299p­

this represented a discount of 5 1/2\ and was an improvement 

against the expected price of 280p. Warburgs in turn had been 

able to place the full amount with other institutions at a 

price, it is understood, of 288p. Since then the market price 

had risen somewhat as our blocking holding had disappeared the 

previous day's close being 312p. This all suggested that the 

Bank had got as good a price as it could. 

The proceeds of the sale had come to £49. Jmn which compared to a 

book value of £7.5mn. The transaction appeared to have gone 

smoothly and all the parties closely involved expressed 

themselves content with the outcome. However, the Deputy 
Governor reported that Julian Sheffield, the Chairman of 

Portals, had written to the Governor expressing regret at the 

end of the association and that the Bank bad not been able to 

retain a small shareholding. In reply the Deputy Governor had 

stressed the importance of the commercial relationship which 

would continue. 

At the Deputy Governor's invitation, Mr Harris introduced a 

Recommendation by the Governors that with effect from the 

1 August 1989: 

An Official, previously 
an Adviser in the Finance 
and Resource Planning Division 

be aooointed a Senior Official 
as Head of Management 

Information Development and 
Strategy 

With reference to a Minute of the previous week. Mr Taylor drew 

attention to some aspects of the August edition of the Quarterly 

Bulletin and the latest edition of the Bank Briefing, both of 

which were due to be published later that day. 

Sir Brian Corby, the Chairman of the Staff Committee, presented 

the Chief of Corporate Services' Report on Staffing Policy for 

Banking Staff. Mr Harris went on to comment on the Report in 

greater detail. 

~C\ '~h-"-~ 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 17 AUGUST 1 9 8 9  

Present 

S i r  Geo rge B lunden , Deputy Gove rno r  

S i r  George Ad r i an Hayhu r s t  Cadbu ry 

The Hon S i r  John Franc i s  H a rcou rt B a r ing , CVO 

S i r  Frede r i ck B r i a n Co rby 

S i r  Co l i n  Ross Co rness 

Edwa rd A l a n  John Geo rge , Esq 

S i r  Ma r t i n  Wake f i e ld Jacomb 

David A l an Wa l ke r ,  Esq 

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

Pend a re l l  Hugh Kent , Esq 

The Minutes of  the l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

app roved . 

 

Hav i ng commented o n  the weekly f i gu res , M r  Geo rge went on t o  

speak about t he foreign exchanges and the s t a te o f  t h e  dome s t i c  

ma rket s .  

Under t he weekly exec u t i ve repo r t  t he Deputy Governor s poke 

b r i e f ly about the gene r a l ly f avourable p re s s  reac t i o n  to the 

Qu a r te r l y  Bu l l et i n .  

A t  the Deputy Governor ' s  i nv i t a t i o n ,  and i n  the a bsence o f  

M r  Crocket t ,  M r  Ki rby i n t roduced the Interna t i ona l Economic 

Deve lopments paper f o r  Ju l y .  

LA. �tk-· 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 24 AUGUST 1 9 8 9  

Present 

S i r  Geo rge B l unde n ,  Deputy Gove rnor 

Sir Geo rge Ad r i an Hayhu r s t  Cadbury 

The Hon S i r  John F r anc i s  Ha rcourt B a r i ng , CVO 

S i r  Co l i n  Ross Cornes s 

And rew Dunc an Crocket t ,  Esq 

John S t anton F l emming , Esq 

Edw a rd Alan John Geo rge , Esq 

S i r  Robe r t  Has l am 

S i r  Ma r t i n  Wakef i e l d  Jacomb 

B r i a n  Q u i n n ,  Esq 

David A l an Wa l ke r ,  Esq 

Sir  Les l i e C l a rence Young , CBE 

Penda re l l  Hugh Kent , Esq 

Anthony Lau r i e  Co leby , Esq 

9 4  

The Minutes o f  t h e  l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

app roved . 

The re b e i ng no comments on the week ly f i gures , Mr Crocke t t  t i n t roduced t he Ove rseas Trade f i gures f o r  Ju l y  wh i c h  h a d  been 

pub l i shed the previous day ,  and Mr George s poke a bou t the 

f o r e i g n  exchanges and the s t a t e  of the dome s t i c  ma r ket s . 
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Under the weekly executive report: 

1 Mr George informed Court that police were investigating 

two cases where stock transfer forms in relation to 

gilt edged stock, backed by stolen stock certificates 

and bearing forged corporate seals, had recently been 

delivered to the Registrar's Department and passed. A 

notice of warning had been circulated to Members of the 

Stock Exchange reminding them that responsibility for 

good delivery rested with them. 

2 Mr Crockett answered questions raised during the 

discussion the previous week about statistics in the 

International Economic Developments paper. 

Two letters from Messrs Freshfields were submitted, together 

with documents to be sealed, namely: 

l An underlease of additional space in Bank Chambers, 

Manchester, to Fairhursts, the existing tenants; and 

2 A Deed of Covenant recording changes in Fairhursts' partners 

and assigning the obligations to the new partners. 

Court approved thereof and ORDERED that the documents in 

question be sealed with the Common Seal of the Bank. 

At the Deputy Governor's invitation: 

1 Mr Flemming presented the Economic Report for August. 

2 In introducing the regular monthly discussion of monetary 

policy Mr Coleby said that both MO and M4 showed only modest 

growth, 0.3\ in both cases in the month of July, while the 

year on year increases were 5.3\ and 17\ respectively. M4 

had recorded its lowest year on year increase for over a 

year compared with its highest increase on the same measure, 

the previous month. The decline in MO was partly 
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attributable to low bankers' balances. Notes and coin 

recorded a year on year growth of 5.7\ compared with 6.2\ 

the previous month, continuing this year's steady but gentle 

decline, but still with some way to go before getting within 

the target range for MO of 1 5\. The growth in notes and 

coin was likely to be quite strong in August. The low 

growth in M4 in July was in sharp contrast to the strong 

growth in June. It could be attributed partly to 

overfunding and the effects of the Abbey National flotation, 

but was largely the product of the reversal of June's 

expansionary influence from the •external' counterparts, 

frequently an erratic item. 

Sterling lending was stable at £7 bn, with a continuing 

decline in borrowing by persons, consistent with a slow down 

of personal expenditure, and an increase in lending to 

companies. 

Taking tbe real and monetary data together, the picture 

remained one of a slowing economy but we were still well 

short of any suggestion of over kill. This suggested 

neither a tightening nor an easing of policy. The 

possibility remained of a rise in mortgage interest rates, 

which had not been adjusted since base rates went to 14\ in 

May. The risk of this was probably receding, with building 

societies having had a better month in July. There was no 

policy reason to welcome a mortgage rate rise, but that 

would be preferable to lowering base rates in order to avoid 

it. The most immediate source of concern was the outcome 

of wage negotiations, and any hint of policy easing could 

give a most damaging signal. The possibility remained that 
a more general increase in interest rates might be forced 

upon us by pressure on sterling. 
ensued. 

A brief discussion 

3 Sir Robert Haslam spoke about the impressions he had gained 

during his recent visit to Poland. 
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A MEETING OF DI RECTORS AT THE BANK 

THURSDAY 3 1  AUGUST 1 9 8 9  

Present 

S i r  Geo rge B l unde n ,  Deputy Governo r 

Edw a rd A l a n  John Geo rge , Esq 

The Hon S i r  John F r a nc i s  Ha rcourt B a r ing , CVO 

John S t anton F l emming , Esq 

B r i a n Quinn , Esq 

Hugh Ch r i s tophe r Emlyn Ha r r i s , Esq 

97  

The number o f  Di rec t o r s  a s semb l ed be ing i n su f f i c i ent to f o rm a 

quo rum , those p resent p r oceeded to the bu s i ness subj ect t o  

r a t i f i c a t i on b y  the next Cou r t . 

There be i ng no comments on the wee kly f i gures , Mr Geo rge spoke 

about the f o r e i g n  exchanges and the s t a t e  o f  the dome s t i c  

ma r ket s .  

There were no i t ems f o r  d i sc u s s i o n  under the weekly execu t i v e  

repo r t . 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 7 SEPTEMBER 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Sir George Adrian Hayhurst Cadbury 
Sir Frederick Brian Corby 

Andrew Duncan Crockett, Esq 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 
Sir Robert Haslam 
Sir Hector Laing 

Brian Quinn, Esq 

Sir David Gerald Scholey, CBE 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 

Pendarell Hugh Kent, Esq 

98 

The Minutes of the Court of 24 August were confirmed and those 

of last week's Meeting of Directors were approved. 

Mr Quinn commented on the weekly figures and Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

Under the weekly executive report and with reference to a Minute 

of 23 February, the Governor informed Court that it was proposed 

~ to make certain changes to the figures from history to be 

~. depicted on the Series E banknotes and to make a slight 
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variation in the timetable for their issue during the early part 

of the 1990s. The notes would be issued in the sequence £5, 

£20, £10 and £50, with the portrait of Charles Dickens being 

featured on the £10 and that of Gover nor Houblon on the £50 

note. The latter would be issued in 1994 to mark the 

tercentenary of the Bank. The £5 and £20 notes would feature 

portraits of Stephenson and Faraday respectively. 

At the Governor's invitation: 

1 Mr Crockett introduced the World Payments Report for 1989, 

which reviewed international balance of payments and 

exchange rate developments over the previous year. 

discussion ensued. 

2 There being no comments on the Accounts of the 

Houblon Norman Fund for the year ended 30 June 1989, 

Mr Flemming, in his capacity as a Member of the 

A brief 

Houblon Norman Advisory Committee, commented on the Report 

of the Committee and drew attention to the award of 

fellowships to Professor Michael Artis and Or S H Thomas, 

each for a period of six months. 

It was noted that the Houblon Norman Fund had been 

established in 1944 in commemoration of the Bank's 250th 

anniversary and that, similarly, the endowment of a chair or 

some form of scholarship would be considered to mark the 

tercentenary at the Bank in 1994. 

~.t~uO- . 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 14 SEPTEMBER 1 9 8 9  

Present 

The R t  Hon Robe r t  Leigh Pembe r t o n , Gove rnor 

Sir Hect o r  La ing 

Dr David Va l en t i ne Atterton, CBE 

S i r  Frede r i c k  B r i an Co rby 

S i r  Co l i n  Ross Corness 

And rew Dunc an C rocket t , Esq 

John S t a nton F l emmi ng , Esq 

Edw a rd A l a n  John Geo rge , Esq 

S i r  Robe r t  H a s l am 

S i r  Ma r t i n  Wake f i e ld Jacomb 

Gav i n  H a r ry La i rd ,  Esq , CBE 

B r i a n Q u i nn , Esq 

Sir  D a v i d  G e r a l d  Scho ley,  CBE 

David A l a n  Wa l ke r ,  Esq 

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

Hugh Ch r i s t opher Emlyn H a r r i s ,  Esq 

Pend a re l l  Hugh Kent , Esq 

The Minutes o f  the l a s t  Cou r t ,  havi ng been c i rc u l a ted , were 

app roved . 

1 0 0  

Mr  Quinn commented on the weekly f i gures and Mr Geo rge spoke 

a bout the f o r e i g n  exchanges and the s t ate o f  the dome s t i c  

m a r ket s . 
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Under the weekly executive report: 

1 Mr George commented on the results of the survey of turnover 

in the London foreign exchange market which had been 

reported in the press that day. Similar surveys had been 

conducted by other central banks and it was encouraging to 

note that London had maintained its premier position, the 

average turnover in April being $187 bn in London compared 

with $129 bn and $115 bn, respectively, in New York and 

Tokyo. 

2 With reference to a Minute of 16 March, Mr George said that 

following the abolition of the Control of Borrowing Order 

1958 earlier in the year, the Bank had been approached by 

the market to reinstate something on the lines of the 

queueing system for new sterling issues. The Bank had now 

agreed to introduce such a system on the basis of a 

voluntary informal exchange of information. 

3 The Governor spoke about the meeting of ECOFIN which he had 

attended recently in Antibes. 

At the Governor •s invitation: 

Mr Crockett introduced the International Economic 

Developments paper for August. 

2 Mr Laird spoke about the TUC Annual Conference which he had 

attended the previous week. 



A COURT OF D IRECTORS AT THE BANK 

THURSDAY 2 1  SEPTEMBER 1 9 8 9  

Present 

The R t  Hon Robe r t  Le igh Pembe rton , Gove rnor 

S i r  Geo rge B l unde n ,  Deputy Gove rnor 

D r  David Va lent i ne Atterton , CBE 

The Hon S i r  John F r a n c i s  Ha rcou r t  B a r i ng , CVO 

S i r  Frede r i c k  B r i a n  Co rby 

S i r  Co l i n Ross Co rness 

And r ew Duncan Crocke t t , Esq 

John S t a nton F lemming , Esq 

Edward A l a n  John Geo rge , Esq 

S i r Robe r t  Has l am 

S i r  Ma r t i n  Wakef i e l d  Jacomb 

S i r  Hect o r  L a i ng 

G a v i n  H a r ry L a i rd ,  E s q ,  CBE 

B r i an Qu i n n ,  Esq 

David A l an Wa l ker , Esq 

Hugh Chr i s t ophe r Emlyn Ha r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

The Minutes o f  the l a s t  Cou r t , having been c i rcu l a ted , we re 

approved . 

Mr Quinn commented on the weekly f i gures and Mr Geo rge s po ke 

a bout the f o r e i g n  exchanges and the s t a t e  of the dome s t i c  

ma r ket s .  
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Unde r  the week l y  execut ive repo r t :

1 The Governo r s a i d t h a t  i t  wou ld be announced s ho r t ly that 

Mr I an P l ende r l e i t h  wou ld be a ppo i n ted Gove rnment B roke r in  

succes s i on t o  Sir  Nigel  A l t h aus , who had now r e t i red . 

There had been some debate as to whether t h i s  r o l e  shou ld 

s u r v i ve . The Bank we re keen that it shou l d ,  not only f o r  

t r a d i t i ona l reasons , b u t  because under the con s t i tu t i o n  o f  

the S t o c k  Exchange Counc i l  the Gove rnment B r o ke r  w a s  

ent i t l ed t o  a seat  on t h e  Counc i l :  t h i s  was a conveni ent 

way the refore for the Bank to have a p r esence on t h a t  

Counc i l .  

2 The Governor a l so sought v i ews of Membe r s  o f  Cou rt on the 

va lue o f  the B r i t i s h Inv i s i b l e  Exp o r t s  Counc i l  which the 

Bank cur rent ly suppo rted to the extent o f  some £ 2 5 0 , 0 0 0 ,  

represent i ng approxima t e ly 2 5 %  o f  the Counc i l ' s  budget .  

The Bank had revi ewed the level o f  i t s  cont r i but ion and had 

f e l t  that it did not represent good v a lue for money . The 

Counc i l  had been adv i sed , there f o r e ,  t h a t  t he Bank wou l d  

w i s h  t o  reduce i t s  con t r i bu t i o n  u n l e s s  t h e r e  was s u f f i c i ent 

j us t i f i c a t i o n  and suppo r t  f rom other Counc i l  membe r s  to 

wa r rant cont i nu i ng its suppo r t  a t  the p resent 

l eve l . I n  respons e ,  Lord Lime r i c k ,  the C h a i rman of t he 

Counc i l ,  had sugges ted to the Gove rnor t h a t  the Bank ' s  

support was es sent i a l  to the Counc i l ' s  cont i nued 

ex i s tence . 

Du r i ng the d i scu s s i o n  which f o l l owed Membe r s  end o r sed 

Lord L i me r i ck ' s  v i ew but there was gene r a l a g r eement t h a t  

the B IEC h a d  to some extent l o s t  i t s  way : s ome o f  i t s  

a c t i v i t i e s  were wo r thwh i l e  and va luable but o t h e r s  were 

much less so . Howeve r ,  i t  was suggested t h a t  r a ther than 

reduce its con t r i bu t i o n  immed i a t e l y ,  it  might be mo re 

he l p f u l  i f ,  in d i scu s s i o n  o f  the Cooke report on the 

a c t i v i t i e s  o f  the B I EC , the Bank t r ied to s t eer the Counc i l  

i nto a mo re cons t ruct ive way ahead . I n  p a r t i cu l a r ,  i t  was 

f e l t  t h a t  we might seek a me rger w i t h  the B r i t i s h  Ove r s e a s  

Tr ade Boa rd and shou ld d i scuss t h e  pos s i b i l i t y  w i t h  

S i r  James C l eminson . 

1 0 3  

 
Bank of England Archive (G4/216)



S i r  B r i an Corby s poke about re ac t i o ns to t he appa rent a t t i tude 

of the B r i t i sh Government to EMU exp ressed a t  a recent mee t i ng 

i n  Mi l a n by h i g h  level rep resent a t ives o f  the I t a l i an pub l i c  

and bu s i ness secto r s . 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 28 SEPTEMBER 1 9 8 9  

Present 

S i r  Geo rge B lunden , Deputy Gove rnor 

Sir Geo rge Ad r i an Hayhu r s t  Cadbury 

Dr D a v i d  Va lent i ne Atterton , CBE 

The Hon S i r  John F r a nc i s  Ha rcourt B a r ing , CVO 

John S t a nton F lemming , Esq 

Edwa rd Alan John George , Esq 

S i r  Robe r t  H a s l am 

S i r  Ma r t i n  Wake f i e ld Jacomb 

S i r  Hec t o r  L a i ng 

G a v i n  H a r ry La i rd ,  E s q ,  CBE 

S i r  D a v i d  Ge r a ld Scho ley,  CBE 

D a v i d  A l a n  Wa l ke r ,  Esq 

Sir  Les l i e  C l a rence Young , CBE 

Hugh C h r i s t opher Emlyn Ha r r i s ,  Esq 

Pend a re l l  Hugh Kent , Esq 

Anthony Laurie Co l eby , Esq 

The Minutes o f  the last  Cou r t , h a v i ng been c i rcu l a t e d ,  were 

app roved . 

The re be ing no comment s  on the weekly f i gu res , Mr F l emmi ng 

i n t roduced the Ove r s e a s  Tr ade f i gures f o r  August wh i ch had been 

1 0 5  
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pub l i shed t he previ ous Tuesday . Mr Geo rge t hen s poke about 

t he f o r e i g n  exchanges and the s t a t e  of  t he dome s t i c  ma r ket s .  

The re were no i tems f o r  d i scuss ion under the week l y  execu t i v e  

repo r t . 

At t he Deputy Governo r • s  i nv i t a t i o n ,  S i r  Ad r i a n  Cadbury 

i n t roduced a Minute o f  Commi ttee of  T r e a s u ry of  2 2  June 

recommend ing that upon the Gove rnor l e av i ng t he s e rv i ce of the 

Bank , a p a yment shou ld be made to him to cove r any s h o r t f a l l  i n  

pen s i o n  expec t a t ions resu l t i ng f rom t he changes to t he annua l 

payment l imi t s  to person a l  pens ions i n t roduced i n  t he F i nance 

Act 1 9 8 9 . The amount of  any payment to be ag reed at the t ime 

t he Governor l e aves the Bank,  i n  consu l t a t i o n  w i t h  the 

Actu a r i a l  Adv i s e r  to the Cou r t  Pens i o n  Scheme . 

approved . 

The Minute was 

The Deputy Governo r ,  h a v i ng dec l a red his i nt e r e s t  i n  the S t a f f  

Pens i o n  Fund , a s ked Mr H a r r i s  to i n t roduce a Repo r t  o f  t he 

S t a f f  Commi t tee p ropo s i ng a number o f  changes to t he T r u s t  Deed 

and R u l e s  of the S t a f f  Pen s i o n  Fund to br i ng t hem into l i ne 

w i t h  recent ove r r i d i ng leg i s l a t i o n . The Repo rt was app roved . 

The Deputy Governo r ,  h a v i ng dec l a red h i s  actu a l  i n t e r e s t  i n  the 

Court Pens i o n  Scheme and the potent i a l  i nt e r e s t  o f  Mes s r s  

Geo rge , Wa l ke r  and F l emmi ng , invi ted S i r  Ad r i a n  Cadbury t o  

p resent two Repo r t s  o f  the Trustees o f  t h e  Cou r t  Pens i o n  

Scheme , together w i t h  the Annua l Rep o r t  a n d  Accounts f o r  the 

yea r  ended 2 8  Feb ruary 1 9 8 9  which were l a i d  bef o re Cou r t . The 

recommend a t i on that ce r t a i n  changes be made to the T r u s t  Deed 

and R u l e s  to br ing t hem into l i ne w i t h  recent ove r r i d i ng 

l eg i s l a t i on was approved . 

Three l e t t e r s  f rom Me s s r s  Freshf i e lds were subm i t ted , together 

with a number o f  documents to be sea led , name ly :

1 a Deed o f  Amendment of the S t a f f  Pen s i o n  Fund ; 

 a Deed o f  Amendment of the Cou rt Pens i o n  Scheme ; 

a Deed o f  R e l e a s e  enab l i ng the Bank to accept the s u r render 
of the l e a s e  o f  p a r t s  of  the f i rs t  f lo o r  and sub basement of 
9 / 1 2  Cheaps ide , p remi ses occup i ed by Swi s s  L i f e  I n s u r ance 
and Pens i on Comp any . 
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Cou r t  app roved thereof and ORDERED t h a t  t he document s  i n  

que s t i on b e  s e a l ed w i t h  the Common S e a l  o f  the Bank . 

Mr F l emmi ng spoke about the Economic Repo r t  f o r  Septembe r . 

I n  i n t roduc i ng t he regu l a r  monthly d i scu s s i o n  of mone t a ry 

po l i cy , Mr C o l eby s a i d  that , a t  f i r s t  s i ght , t he money and 

banking s t a t i s t i c s  for August might be seen t o  support t he v i ew 

t h a t  the s l owdown i n  demand had come to a s top o r  even 

rever sed . C lo s e r  exami n a t ion , howeve r ,  removed t h a t  

impre s s i o n . M O  and currency i n  c i rcu l a t i o n  h a d  both g rown 

s t rong ly month on month , w i t h  currency i nc r e a s i n g  by 1 . 3 % 

s e a sona l ly ad j u s ted . The ye a r on ye a r  i nc re a s e , up to 5 . 9% 

f rom 5 . 7% l a s t  mon t h ,  inter rupted the recent t rend of g r adu a l  

dec l ine . But there were reasons f o r  t h i nk i ng t h a t  August might 

have been a f fec ted by t iming d i s turbances , a nd the Septembe r 

f i gures bore out t h a t  i nterpret a t ion . The yea r on ye a r  g rowth 

r a t e  wou l d  probably be down to an under l y i ng 5 . 4 % . A s imi l a r  

outcome was l i kely f o r  MO . 

 

M 4  a n d  M 4  lend i ng h a d  a l so g rown s t rong ly i n  Augu s t  1 . 8% 

month on month i n  both cases . St e r l i ng lend i ng o f  £ 8 . 4 bn 

s e a sona l ly adj u s ted was a t t r i bu t a b l e  i n  p a r t  to subs t a nt i a l  

d r aw i n g s  o f  £ l . Bbn i n  r e l a t ion t o  the f i nanc i ng o f  corpo r a t e  

t a ke ove r s , the p roceeds o f  whi ch , together w i t h  those o f  a g i l t 

redemp t i o n , rema i ned i n  the hands of i n s t i tu t i ons awa i t ing 

re i nves tment . Augu s t  a l s o  s aw a sharp g rowth in bank l end ing 

t o  persons for consump t i on , p o s s i b l y  t o  f i nance ho l i days and c a r  

pu rchases ; i t  wou ld be d i stu rbing i f  that  w a s  not qu i c kly 

reve r sed . 

Conc l u s i ons f o r  p o l icy depended on t he answe r s  to two 

que s t ions : was demand s lowing s u f f i c i ent ly to enable the 

o b j e c t ives o f  p o l i cy t o  be met ; and was i t  be i ng r e f lected too 

much in l ower output and not enough i n  the b a l ance of 

p ayment s ?  Some o f  t he recent indicato rs , car s a l es f o r  

examp le ,  seemed t o  c a s t  doubt o n  the extent o f  t h e  demand s l ow 

down , though l i ke the money numbe rs they were l e s s  wo r ryi ng on 

c l o s e r  exami n a t ion . The cur rent account f i gures were mo re 

 but the i r  mes s age might be about i n su f f i c ient 

 r e s t r a i nt o f  demand , o r  about l a c k  o f  compet i t iveness o r   s imp ly ref lect the long l a g s  i n  t he p r ocess o f  ad j u s tment . Ou r 
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p r e s e n t  conc lus ion was that  res t r a i nt on demand need s to b e  kept 

at l e a s t  as t i ght a s  h i t he r to , and there was no c a s e  for e a s i ng 

i n t e r e s t  r a tes . Howeve r ,  there were s i gns o f  f u r ther s lowing 

to come , p a r t i cu l a r ly in corporate i nves tment and a l s o  i n  t he 

hou s i ng m a r ket , so there was l i t t l e reason f o r  po s i t i v e l y  

wi s h i ng t o  t i ghten p o l i cy bu t ,  i f  i t  bec ame neces s a ry to respond 

to downwa rd p r e s s u r e  on the exchange r a t e , i n te rvent i o n  wou ld be 

the f i r s t  o p t i o n  but h i gher i nterest r a tes cou ld not be exc luded . 
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A MEETI NG OF DIRECTORS AT THE BANK 

THURSDAY 5 OCTOBER 1 9 8 9  

Present 

The Rt Hon Robe rt Leigh Pembe rton , Gove rnor 

Sir Geo rge Ad r i an Hayhu r s t  Cadbury 

The Hon S i r  John F r anc i s  Ha rcou r t  B a r i ng , CVO 

John S t a nton F lemmi ng , Esq 

Edwa rd Alan John Geo rge , Esq 

B r i a n Qu i n n ,  Esq 

1 0 9  

The number o f  Di rec t o r s  a s semb led be i ng i n su f f i c ient t o  f o rm a 

quo rum , those present proceeded to the bus i ne s s  subj ect to 

r a t i f i c a t i on by t he next Court . 

There be i ng no comments on the weekly f i gu res Mr Geo rge spoke 

a bout the f o re i g n  exchanges i n c l ud i ng t he O f f i c i a l  Reserves 

f i gures for September and the s t a t e  o f  the domes t i c  ma r ke t s .  

The re were no i t ems f o r  d i scus s i on under the wee k l y  execut i ve 

repo r t . 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 1 2  OCTOBER 1 9 8 9  

Present 

The Rt Hon Robe r t  Lei gh-Pembe r t o n ,  Gove rno r 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbu ry 

Or David Va lent i ne Atterton , CBE 

The Hon S i r  John Franc i s  Ha rcou rt B a r ing , CVO 

S i r  Frede r i c k  B r i an Co rby 

And rew Dunc a n  Crocket t ,  Esq 

John St anton Flemming , Esq 

Edw a rd A l an John Geo rge , Esq 

S i r  Ma r t i n  Wakef i e l d  Jacomb 

S i r  Hec t o r  L a i n g  

G a v i n  H a r r y  L a i rd ,  Esq , CBE 

B r i an Qu i n n ,  Esq 

S i r  David Gerald Scho ley ,  CBE 

D a v i d  A l a n  Wa l ke r ,  Esq 

Hugh Chri s tophe r Emlyn H a r r i s ,  Esq 

Pend a re l l  Hugh Kent , Esq 

1 1 0  

The Minutes o f  the Cou rt o f  28  Sep tembe r we re con f i rmed and 

those of l a s t  wee k ' s  Mee t i ng were approved . 

Mr Qu i nn commented on the wee kly f i gures and Mr Geo rge s poke 

about the f o re i g n  exchanges and the s t a te of the domes t i c  

m a r ke t s . 

 Under the wee kly execut ive repo r t  Mr Kent d rew Membe r s '  a t te n t i o n  to some of the d i s t inctive f e a t u res of the new 
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Se r i es E £ 5  note due to be int roduced i n  May 1 9 9 0 ,  cop i e s  o f  

which we re exh i b i ted to Cou r t . 

At the Gove r no r ' s  inv i t a t ion :

l Dr A t t e r ton , the Cha i rman of the Cha r i t a b l e  Appea l s  

Comm i t t e e ,  i nt roduced the Repo r t  o f  t h a t  Commi t tee . I n  

a p p r o v i ng the recommend a t ions cont a i ned i n  the Repo r t , Cou r t  

f u l ly suppor ted the concept o f  t h e  Bank matching t he 

con t r i bu t i ons of s t a f f  and pens i one r s  u nd e r  the G i ve As You 

E a r n  Scheme and were content that  the level of matching be 

cons idered annu a l ly .  It was noted t h a t  the re levant d a t a  

o f  ove r a l l  B a n k  g i v i ng and p r o f i t  we re d r awn together 

annu a l ly i n  May in  the Repo r t  o f  the Commi t t ee on Pe rmanent 

Cont r o l  o f  Expend i t u re . It was a l s o  a g r eed t h a t  the Bank 

should re spond w i t h  a minimum donat ion o f  £ 5 0 0  to appe a l s  

f rom ca thed r a l s , i r respect ive o f  whether the r e  w a s  a Bank 

p r e s ence or connection w i t h  the City conce r ned , and that the 

Comm i t tee be g i ven d i s c re t i o n  to ext end the Bank ' s  

cha r i t ab l e  g i v i ng to appe a l s  f rom cha r i t i es concerned w i t h  

env i ronmen t a l  and cons e r v a t i o n  i s sues . 

I n  a g r e e i ng that  the Bank shou ld become a g u a r a n t o r  o f  

Wo r kwi s e ,  the Scot t i s h  equ i v a l ent o f  P r o j ect Fu l lemp l o y ,  

Cou r t  noted that the cont ingent l i ab i l i ty o f  each o f  t h e  

g u a r an t o r s  was technica l ly £ 2 , 5 0 0  and hoped t h a t  there wou ld 

be no mo re commi tment to a g re a t e r  sum . 

2 D r  A t t e r ton spoke about imp r e s s ions he had g a i ned d u r ing a 

r ecent v i s i t  to We st Be r l i n .  

I n  acco r d ance w i t h  Sec tion 1 0  o f  the Cha r t e r ,  the Governo r ,  

Mr  Geo rge , Mr Qu inn , Mr Flemmi ng and Mr Crockett then w i t hd rew 

together w i t h  Mr Kent and , i n  acco rdance w i t h  Sec t i on 6 ( 2 )  o f  

t h e  Ch a r te r ,  S i r  Ad r i a n  Cadbu ry,  the Cha i rman o f  the 

Remune r a t ion Commi t tee , then took the ch a i r . I t  was ag reed 

t h a t  Mr Ha r r i s  who had a s s i s t ed the Comm i t tee i n  an adv i s ory 

capacity should rema in f o r  the ens u i ng d i s cus s i o n .  

 Ad r i a n  Cadbu ry t hen exp l a i ned t h a t  i n  r e v i ew i ng the l eve l s  

o f  remune r a t ion o f  the Bank ' s  Execu t i ve , the Commi t t ee had 

 cons ide red th a t ,  w i t h  the excep t i o n  of the Gove rno r ,  i t  was 
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appropriate to introduce the concept of salary ranges for each 

level. and that individual salaries within the range should be 

determined by performance. The Committee had also considered 

that the role of the Executive Directors represented the most 

readily identifiable comparison with other institutions. 

Accordingly the salary ranges proposed for that level had been 

based on a market survey undertaken by a professional 
consultancy. The proposals at other levels stemmed from that 
benchmark and looked reasonable in comparison with rates for 

jobs of a similar nature or responsibility. It was proposed 

that the market survey should be repeated annually but increases 

would not necessarily be of that frequency. 

The proposed salary ranges, etc. were fully endorsed by Court, 

but concern was expressed about the impact that such increases 

would have within Government and in other quarters, particularly 

at the present time. Sir Adrian Cadbury acknowledged that 

concern and explained that the Committee had felt that, in the 

first instance, it was essential that they should determine the 

appropriate salary structure. 

Sir Adrian Cadbury next proposed to seek guidance from the 

Deputy Governor and the Governor before informing the Chancellor 

of the Exchequer of the revised salary structure. Should any 

arguments be put forward which merited further consideration by 

Court he would raise the topic again. Once the ranges had been 

accepted, be would ask the Governors to recommend to Court the 

appropriate salary levels for each of the Directors and 

Advisers. Court would also determine the Deputy Governor's 

position within his range. It was the intention that the new 

salaries should be effective from 1 January 1990. 
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A COURT OF DI RECTORS AT THE BANK 

THURSDAY 19 OCTOBER 1 9 8 9  

Present 

The Rt Hon Robe rt Leigh Pemberton , Gove rno r 

S i r  Geo rge B l unden , Deputy Gove rno r 

Dr David Va l en t i ne Atterton , CBE 

S i r  Geo rge Adr i a n  Hayhu r s t  Cadbury 

S i r  Co l i n  Ross Corness 

And rew Dunc an Crocket t ,  Esq 

John St anton F l emming , Esq 

Edward Alan John Geo rge , Esq 

S i r  Ma r t i n  Wake f i e l d  Jacomb 

S i r  Hec t o r  L a i ng 

Gav i n  H a r ry L a i rd ,  Esq , CBE 

B r i a n  Qu i n n ,  Esq 

David Alan Wa l ker , Esq 

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

The M i nutes of the l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

app roved . 

1 1 3  

There b e i n g  n o  comments on the wee k ly f i gures , Mr Geo rge spoke 

about the f o r e i g n  exchanges and the s t a t e  o f  the dome s t i c  

m a r ke t s . 

There were no i tems f o r  d i scu s s i o n  under the week l y  execu t i ve 

repo r t . 
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At the Governo r ' s  i nv i t a t i on :

1 Mr Crockett p resented the I ntern a t i ona l Economic 

Dev e l opments paper for Sep tembe r .  

114  

2 Mr F l emming i n t roduced a paper on the E l ect ronics  I ndus t r y ,  

the l a t e s t  i n  the s e r i e s  on cur rent deve lopments i n  the 

economy . A d i sc u s s i o n  ensued . 

�t· 'll  11LL 
l " "  O c.t �  t 1� 1  

 
Bank of England Archive (G4/216)



A COURT OF D IRECTORS AT THE BANK 

THURSDAY 2 6  OCTOBER 1 9 8 9  

Present 

The R t  Hon Robe r t  Leigh Pemberton , Gove rnor 

Sir Geo rge B 1 unden , Deputy Gove rnor 

S i r  George Ad r i an Hayhu r s t  Cadbury 

S i r  Frede r i ck B r i an Corby 

S i r  Co 1 i n  Ross Corness 

And rew Dunc an Croc ket t ,  Esq 

John S t anton F 1emming , Esq 

Edwa rd Alan John Geo rge , Esq 

S i r  Robe r t  Has l am 

S i r  Ma r t i n  Wake f i e l d  Jacomb 

S i r  Hec t o r  L a i ng 

G a v i n  H a r r y  L a i r d ,  Esq , CBE 

B r i an Q u i nn , Esq 

Sir  David G e r a l d  Scho ley,  CBE 

David A l an Wa l ke r ,  Esq 

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

Hugh Ch r i s t opher Emlyn H a r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

Anthony Lau r i e  Coleby , Esq 

The M i nutes o f  t he l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

a p p r oved . 

1 1 5  
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There be ing no comments on the week l y  f i gures , Mr George s po ke 

about the f o r e i g n  exchanges and the s t ate of t he dome s t i c  

ma r ket s .  

There were no i tems for  d i scuss ion under the weekly execu t ive 

repo r t . 

Two l e t t e r s  f rom Me s s r s  Freshf i e lds were subm i t ted , together 

with four documents to be s e a l ed ,  name ly : -

l A l e a s e  f o r  the g round and f i r s t  f loo r s , He a t hv i l l e Hou s e ,  

G l ouces ter . 

2 An Ag reement , i n  dup l i c a t e ,  f o r  the s a l e  o f  the Forbanks 

Spo r t s  C lub t o  Chev i o t  Trus t .  

3 A T r a n s f e r  o f  p a r t  o f  the l a nd o f  the Fo rbanks Spo r t s  C lub 

t o  the A l bacore Mee t i ng Room Trus t .  

4 A T r a n s f e r  o f  the rem a i nder of the l a nd o f  Forbanks Spo r t s  

C l u b ,  t o  t h e  Lew i s ham Assoc i a t i on f o r  Peo p l e  w i t h  

D i s abi l i t i e s . 

Cou r t  app roved thereof and ORDERED t h a t  the document s  i n  

que s t i o n  b e  sea led w i t h  the Common Se a l  o f  the B a n k . 

At the Governo r ' s  inv i t a t i on :

1 S i r  David Scho ley i nt r oduced a Rep o r t  o f  the Aud i t  Commi t tee 

which was l a i d  before the Cou r t . 

2 

3 

Mr Crockett commented on the Ove rseas Tr ade F i g u r e s  f o r  

Septembe r wh ich h a d  been pub l i shed the p r e v i o u s  Tuesday . 

Mr F l emmi ng s poke about the Economi c  Repo rt f o r  Octobe r .  

I n  i n t roduc ing the month l y  d i scus s i on o n  mone t a ry p o l i cy ,  

Mr  Co l eby s a i d  that i n f o rma t ion f rom the mont h l y  d a t a  had 

been supplemented by qua r t e r l y  sect o r a l  da t a .  I n  

Sept embe r ,  there had only been a mode s t  g rowth i n  MO and 

1 1 6  
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currency circulation. As suggested a month ago this 

probably reflected the unwinding of a timing disturbance 

which had led to a rapid growth in August. Adjusting for 

the effects in September 1988 of the postal strike, the 

annual growth in MO and currency in circulation was running 

at about 5.3\. This was a continuation of the decline from 

about 8\ at the start of the year. but the rate of decline 

had become very slow, and in October would probably be 

non existent. The conclusion to be drawn from this was 

that the rate of consumption expenditure had slowed down but 

was still fairly sturdy; there was no evidence of sharp 

falling away. 

M4 and lending had shown strong growth in September and, for 

the second consecutive month the year on year increase was 

higher. The sterling lending figure of £10.2bn was the 

largest absolute figure we had ever had. Within this 

figure, borrowing for housing purposes had continued to grow 

from earlier months. particularly from Building Societies. 
whose commitment figures were also growing strongly. Prior 

to the recent increase in interest and mortgage rates there 

had been a suggestion of some recovery in the housing 

market, but as house building figures were sharply down, it 

seemed likely that there had been a greater rate of equity 

extraction for use for other purposes. 

The striking feature emerging from the quarterly data in 

respect of persons was that they provided the largest 

contribution to the growth of M4 deposits. During the 

previous few months it had been a story of persons building 

up deposits faster than they had added to their 

borrowings. This indicated that the personal section 

savings• ratio was changing in response to high interest 

rates. It begged the question of whether the higher 

deposits were held as an asset or in anticipation of 

consumption. There was no way ot obtaining a direct 

answer. But there had been a substantial shift to 

interest bearing deposits within narrow money. from little 

more than 50\ a year ago to over two thirds at the end of 

September. Within the personal sector. the strongest 

\ demand for new borrowing had come from unincorporated 

~bus i nesses. 



 
 
 

 

Tu r n i ng to t he companies secto r ,  i ndust r i a l  and comme rc i a l  

companies  had been t he l a rgest bo r rowe r s . Net bo r row i ng 

had exceeded £ 1 0mn , a round a q u a r t e r  of wh ich was r e l a ted to 

t a keover a c t i v i ty . The heavy bo r rowing undoubted ly 

ref lected the s t a t e  o f  corporate cash f l ow but it was not 

easy t o  reach a conc l u s i o n  about p rospec t i ve a c t i v i ty 

leve l s . Po l icy conc lus ions depended on how one i nt e r p reted 

t he l a t e s t  rea l and f i nanc i a l  i nd i c a t o r s , wh i c h  cou ld be 

d r awn on t o  suppo rt a range o f  hypotheses :

1 The re h a s  been a heavy bu i ld up o f  s tocks , much of i t  

i nv o l u n t a r y ;  i t s  l i qu i d a t i on cou ld b e  a b r u p t  a n d  heavy , 

w i t h  ea r ly and s h a r p  dep res s i ve e f f e c t s  bo th on a c t i v i ty 

a nd impo r t s . The Cent r a l  S t a t i s t i c a l  O f f i ce 

reconc i l i a t i on of the N a t i o n a l  I ncome f i gu res encou r aged 

t h i s  conc l u s ion . 

2 The re wou ld be a cont i n u i ng s l owdown , but t a k i ng p l ace 

mo re g r adua l ly ,  a s  the inves tment boom ( o f  g r e a t e r  

s t rength than so f a r  mea s u red ) runs out o f  s te a m .  

3 Act i v i ty wi l l  con t i nue to g row a t  r a tes c lo s e  to t h a t  o f  

output capac i ty ,  l ed by rev i v i ng consump t i on . Thi s  

v i ew ,  f avou red by some i n  the f i nanc i a l  ma r ket s , res ted 

on an i nt e r p re t a t i on of the recent f i gu res for n a r row 

money , bank and bu i ld i ng s o c i e t i e s  l end i ng , and externa l 

t r ade . 

The d a t a  av a i l a b l e  d i d  not enable a cho i ce to be made w i t h  

a n y  con f i dence . The e s s ent i a l  need f o r  po l icy w a s  t h a t  we 

shou ld be poi sed to respond to wh i c h  ever s i t u a t i o n  eme rged . 

Mr Co l eby s a i d  h i s  own v i ew l a y  s c �ewhere i n  the midd l e  

g round : ad j u s tment was i n  t r a i n  but wou l d  t a ke somet ime , 

w i t h  no substant i a l  downturn i n  the short t e r m .  He f e l t  i t  

un l i ke ly that there wou ld be a persuas ive c a s e  to move 

i n t e r e s t  r a t e s  e i ther up or down unt i l  s ome way into next 

yea r .  We wou ld s t i l l  be vulnerable t o  upwa rd p re s s u r e  on 

i n t e r e s t  r a t e s  f rom the market , but s hou ld be i nc r ea s i ng ly 
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res i s t a nt to t hem . On the other '1and , we wou l d  need to be 

wa ry of reduc ing r a t e s  ahead of m a r ket a ccep t a nce t h a t  i t  

w a s  p rudent t o  d o  so . 

1 1 9  

5 S i r  B r i a n  Co rby s poke about imp r e s s i ons he had g a i ned du r i ng 

a recent v i s i t  to Rus s i a  w i t h  a CBI deleg a t i o n . 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 2 NOVEMBER 1 9 8 9  

Present 

The Rt Hon Robe r t  Leigh Pembe r t o n , Gove rnor 

S i r  Geo rge B l unden , Deputy Gove rno r 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbury 

S i r  Co l i n  Ross Cornes s 

And rew Dunc an Crocke t t , Esq 

John Stanton F l emmi ng , Esq 

Edw a r d  A l an John Geo rge , Esq 

S i r  Robe r t  H a s l am 

S i r  Hec t o r  L a ing 

B r i an Qu i n n ,  Esq 

S i r  David Gerald Scho ley,  CBE 

Hugh Ch r i s topher Emlyn Ha r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

1 2 0  

The Minutes o f  t h e  l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

a p p r oved . 

Mr Q u i nn commented on the week ly f i gures and Mr Geo rge s poke 

about the f o r e i g n  exchanges i nc lud i ng the Of f i c i a l  Reserves 

f i gu res for Octobe r ,  and the state o f  the dome s t i c  ma r ket s .  

Under the week ly execu t i ve repo r t :

1 W i t h  refe rence to a Minute of l June , Mr Geo rge exp l a i ned 

t h a t  j udgement in the case brought by the D i s t r i c t  Aud i t o r  

a g a i n s t  Hamme r smi th a n d  Fu lham h a d  f ound t h a t  a l l  t h e  £ 6  bn 
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(nominal) of interest rate swap transactions entered into 

by the Authority were unlawful. Consequently the Local 

Authority was not required to make any further service 

payments and those that had been made would now have to be 

unwound. The counterparties, some of whom had been joined 

in the action, were expected to appeal against the 
judgement. 

Mr George said that the judgement was unfortunate and 

damaging to the reputation of the City in that the Local 

Authority having acted unlawfully was not penalised in any 

way while the counterparties suffered considerable loss. 

The judgement implied that a further 77 Local Authorities 

would find themselves in the same position as Hammersmith 

and Fulham, in relation to a further £1 bn of such 

transactions. He explained that the Bank having alerted 

Government to the potential problem a year or so before it 

emerged, had again more recently expressed its deep concern 

to the Government. 

Sir Oavid Scholey, having declared his involvement, said 

that Warburgs had withdrawn from all business with Local 

Authorities prior to the judgement and had sought legal 

advice to try to ascertain whether it would have been 

possible to establish prior to entering into these 

transactions whether they were lawful or not. The view 

was that this would not have been possible: it now raised 

doubts about whether a similar situation could arise in 

dealings with other bodies such as Building Societies. 

2 The Governor explained that political concern about foreign 

ownership of British Banks the Japanese had recently 

expressed interest in the purchase of certain banks and 3is 

bad prompted the preparation of a draft letter to the 

Chancellor of the Exchequer, copies of which had been made 

available to Members of Court, setting out what the Bank 

believed to be powers to challenge such situations. These 

were the "fit and proper" test administered by the Bank and 

the reciprocity issue administered by the Treasury, neither 

of which were particularly strong or convincing. It was 
difficult, therefore, to see any formal ways in which we 

could object to foreign ownership of British Banks but the 



1 2 2  

gene r a l  g u t  f e e l ing w a s  t h a t  i t  wou ld b e  wrong to a l low 

the c o re o f  the B r i t i s h banking sys tem to f a l l  into f o r e i g n  

hands : t he l e t t e r  t he r e f o re t r i ed to ident i fy t h a t  

c o r e . 

Du r i ng t he debate which f o l l owed there w a s  a unanimous v i ew 

t h a t  po l i t i c a l  dec i s ions on such i s sues shou ld be t a ken by 

Gover nment and not by the Bank a nd to t h a t  extent the 

l e t t e r  was v a l i d :  however t he a rguments we re not s t r ong . 

S i r  Ad r i an Cadbu ry cha l lenged the v i ew t h a t  the gut fee l i ng 

a g a i ns t  t he f o r e i g n  owne r s h i p  of banks was any d i f f e rent 

f rom t he gut fee l i ng a g a i n s t  f o r e i g n  owne r s h i p  o f  other 

i ndus t r i es . I n  other a re a s  Gove rnment had l e f t  i ndu s t ry 

to o r g a n i s e  i t s  own protec t i o n  a g a i ns t  f o r e i g n  owne r s hi p :  

why should t h i s  not apply t o  t he banking s e c t o r  too? 

Othe r s  sha red this v iew . S i r  David Scho l ey however 

exp res sed the v i ew that it was r i ght t o  focus on t h i s  i s sue 

as it was one that shou ld be reso l ved now r a t h e r  t h an when 

t he s i tu a t i o n  a rose . The re we re seve r a l  imp o r t ant i s sues 

i nvo l ved i n  the f o r e i g n  owne r s h i p  o f  p a r t s  o f  the banking 

system, not l e a s t  the i n f o rma l inf l uence o f  the Cent r a l  

B a n k  a l though M r  Geo rge exp l a i ned t h a t  non i nd i genous 

banks were of ten mo re sens i t ive t o  the Bank ' s  w i s hes t h a n  

w e r e  B r i t i s h  B anks . 

I n  response to Mr Qu inn ' s  enqu i ry a bout u s e r s ' r e a c t i on t o  

f o r e i g n  owne r s h i p  o f  p a r t s  o f  t h e  b a n k i n g  system,  S i r  Co l i n  

Corness s a id t h i s  shou ld not b e  a m a t t e r  o f  conce r n  a s  a 

very conside r a b l e  p ropo r t i on o f  banking w a s  a l ready 

conducted e i t he r  w i t h  or th rough f o r e i g n  banks . 

3 The Gove rnor t hen sought the v i ews o f  Court on the p o s s i b l e  

d i s po s a l  of  the Bank ' s  sha reho l d i ng i n  3 i s .  H e  exp l a i ned 

t h a t  the s h a res in 3 i s  were a l l  held by banks , s ome of whom 

w i s hed to r e t a i n  the i r  ho l d i ng whi l e  others  we re potent i a l  

s e l l e r s  o n  the g rounds that  3 i s  was compet i ng a g a i ns t  t he i r  

own i n s t i tu t i ons , the return o n  t he i r  c a p i t a l  w a s  poo r ,  and 

t hey could use that  c ap i t a l  to bet t e r  purpose . The 

Governor s a id that  he had s poken t o  the Cha i rmen of the 

banks conce rned and there we re conf l i c t i ng v i ews among the 

potent i a l  s e l l e r s  some of  whom wanted a f l o t a t i o n  and 

others  a p l acement of  sha res . 
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The Gove rnor suggested t h a t  i t  w a s  incon s i s tent f o r  the 

Cent r a l  Bank to ma i n t a i n  an i nterest  i n  such a comme rc i a l  

unde r t a king a s  3 i s  wh ich n o  longer needed i t s  suppo r t . He 

sugges ted , therefo r e ,  that  the Bank s hou ld d i spose of i t s  

sha reho l d i ng i n  the long t e rm but i n  such a way a s  t o  

a s s i s t  an o rd e r l y  recon s t ruc t i o n  of  t h e  owne r s h i p  of  3 i s . 

Cou r t  ag reed . 

The Governo r ,  having dec l a red h i s  and t he Deputy Governo r ' s  

actua l i n t e r e s t  i n  the Cou r t  Pens ion Scheme and t he potent i a l  

i n t e r e s t  o f  Mes s r s  Geo rge , Qu i nn ,  F lemmi ng and Crocket t ,  

i nv i ted S i r  Ad r i an Cadbury to i n t roduce a Repo r t  o f  the 

T r u s tees o f  t he Cou r t  Pension Scheme . 

before Cou r t . 

The Rep o r t  was l a id 

At the Gove rno r ' s  i nv i t a t i o n ,  Mr F l emmi ng res ponded t o  

que s t ions on t he Economi c  Comment a ry Sec t i o n  f rom the Novembe r 

ed i t i on o f  the Qua r t e r ly Bu l let i n ,  copies o f  which had been 

c i r c u l a t ed t o  Membe r s  in advance . 

&· � �  �L L 
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A COURT OF DIRECTORS AT THE BANK 

THURSDAY 9 NOVEMBER 1989 

Present 

The Rt Hon Robert Leigh Pemberton, Governor 

Sir George Blunden, Deputy Governor 

Or David Valentine Atterton, CBE 

The Hon Sir John Francis Harcourt Baring, CVO 

Sir George Adrian Hayhurst Cadbury 

Sir Frederick Brian Corby 

Andrew Duncan Crockett, Esq 

John Stanton Flemming, Esq 

Edward Alan John George, Esq 

Sir Martin Wakefield Jacomb 

Sir Hector Laing 
Gavin Harry Laird, Esq, CBE 

Brian Quinn, Esq 

David Alan Walker, Esq 

Sir Leslie Clarence Young, CBE 

Hugh Christopher Emlyn Harris, Esq 

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

approved. 

124 

There being no comments on the weekly figures, Mr George spoke 

t
about tbe foreign exchanges and the state of the domestic 

~arke ts. 

I 



1 2 5  

Unde r  the wee kly execut ive repo rt :

1 Mr Qu i nn men t i oned that L l oyds Bank was add i ng a fu rther 

£ 1 . 2 bn to its spec i f i c  p rov i s ions for lend i ng to 

2 9  coun t r i es experi enc i ng debt s e rv i c i ng p ro b l ems . 

This  brought the i r  ou t s t and ing prov i s ions to a bout 85% 

o f  the i r  med ium and long t e rm expo sure o f  £ 3 . 6bn and to 

over 70% o f  the i r  tot a l  expo sure o f  £ 4 . 2 bn ; and brought 

them i nto l i ne with two of the l a rg e r  Uni ted S t a t e s  

Banks . L l oyds i s  o n e  o f  t h r e e  Uni ted Ki ngdom banks 

with substant i a l  amounts of ldc debt on i t s  books . 

Wha t  i t  had done was to make a dec i s i on w i t h  the obj ect 

of e l imina t i ng its ldc p r o b l em .  

L l oyds ' s  a c t i o n  r a i sed i nteres t i ng imp l i c a t i ons f o r  the 

o t he r  Uni ted Ki ngdom banks w i t h  s i g n i f i c a n t  expo sure to 

t roubled debtor count r i es . N a t i o n a l  We s tmi n s t e r  Bank 

had j u s t  i n f o rmed the Bank that it was l i ke l y  to f o l low 

su i t . 

Two wider ques t i ons a rose : f i r s t ly ,  wha t  were t he 

imp l i ca t ions f o r  L l oyd s p a r t i c i p a t i on i n  the 

nego t i a t ions on Mex i co ; and second l y ,  what was L l oyds ' s  

po l i cy i n  respect o f  exerc i s es f o r  the w i d e r  g roup o f  

l d c  debtor count r i e s . L l oyd s ' s  p r e s s  r e l e a s e  had 

i nd i c a ted a dec i s i on to make f u l l  p r ov i s i o n  for that  

part  o f  the i r  debt which was doubt f u l , wh i l e  i n  no way 

r e l axing e f f o r t s  to recover i t  in due cou r s e . In the 

meant ime the bank wou l d  have g r e a t e r  f l e x i b i l i ty i n  debt 

negot i a t ions and wou ld con t i nue to wo r k  w i t h  debtor 

count r i e s , c red i t o r  gove rnmen t s  and i nt e r na t i o n a l  

i n s t i tu t i ons w i t h  the obj ect o f  res t o r i ng t h e  coun t r i es 

conce rned to c red i two r t h i ne s s . The announcement 

therefore sugges ted that L l oyds was not about to 

d i sengage f rom e f f o r t s  to so lve the p r o b l ems o f  these 

count ries . 

L l oyds ' s  move had p l aced some quest i onma r ks over the 

r o l e  o f  the Bank ' s  mat r i x .  The Bank was a t  p resent 

eng aged in a rev i ew o f  the ma t r i x  and hoped it wou ld �o n t i nue to p l ay a h e l p f u l  p a r t  i n  add r e s s i ng these 

1 s sues . 
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2 The Gove rnor men t i oned that  the Se r i ous Fr aud O f f i c e  

wou ld b e  p rosecu t i ng County N a tWes t  a nd Ph i l l i p s  and 

Drew in connect i on w i t h  the B l ue Ar row a f f a i r . They 

were a r re s t i ng t h a t  day one pre sent and f i ve fo rme r 

membe rs o f  the County N a tWes t  s t a f f ,  one l awye r and four 

fo rme r s t a f f  f rom Phi l l i p s  and Drew .  

3 A l e t t e r  f rom Mes s r s  Freshf i e lds w a s  submi t ted , together 

with a document t o  be s e a l e d ,  name ly an Agreement 

cove r i ng cond i t i ons r e l a t i ng to imp rovements t o  

Pa r l i ament St reet a n d  Sout h g a t e  S t r eet , adj acent to the 

Bank ' s  new bu i ld i ng i n  G l ouces te r .  

Cou rt approved thereof and ORDERED t h a t  the documents i n  

ques t i on b e  sea led w i t h  the Common Se a l  of  the Bank . 

At the Gove rno r ' s  i nv i t a t ion :

1 Mr F l emming presented the l a te s t  p a p e r  on Recent Wage 

Sett l ement s ,  which concen t r a ted on the f a c t o r s  that had 

a f f ected the l abour ma r ket in the p re v i ou s  s i x months . 

W i t h  reference to a Minute o f  the p revious week ,  he went 

on to d r aw a t t en t i o n  to some aspects  of the November 

ed i t i on of  the Qua rt e r ly Bu l le t i n  and the l a t e s t  e d i t i o n  

o f  t h e  Bank B r i e f ing , b o t h  o f  which we re d u e  to be 

pub l i shed l a t e r  that  day . 

2 Mr C rockett s poke about the Wo r ld Econom i c  Forec a s t  f o r  

Autumn 1 9 8 9 . 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 16 NOVEMBER 1 9 8 9  

Present 

The R t  Hon Robe r t  Leigh Pembe rton , Governo r 

S i r  Geo rge B lunden , Deputy Gove rnor 

Dr David Va l ent i ne Atterton , CBE 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbury 

S i r  F rede r i c k  B r i a n Co rby 

S i r  Co l i n  Ross Co rness 

And rew Duncan Crocket t ,  Esq 

Edward Alan John Geo rge , Esq 

S i r  Hec t o r  La ing 

S i r  David Gera ld Scho ley,  CBE 

D a v i d  A l an Wa l ke r ,  Esq 

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

Hugh C h r i s tophe r Emlyn Ha r r i s , Esq 

The M i nutes o f  the l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

app roved . 

 

The re be i ng n o  comments on the week l y  f i gu res , Mr  Geo rge s poke 

about the f o re i g n  exchanges and the s t a te of the dome s t i c  

ma r ket s .  

Unde r  the week l y  execu t i ve repo rt :

 The Gove rno r drew Membe rs ' a t tent i o n  to the Deputy 

Governo r ' s  appoi ntment a s  Chai rman of the new London 
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Pension Fund Authority with effect from 1 April 1990, 

the announcement of which had been made now because of 

t he stat utory timetable for the est ablishment of the new 

Authority. 

2 The Deputy Governor exp lained to Court that in the early 

stage of printing the new Series E £5 note which carried 

the portrait of Stephenson, it was found that, despite 

an earlier examination of the detail which had been 

instigated by the General Manager of the Printing Works, 

the date of death of Stephenson was incorrect. This 

incident would have no effect on the planned date of 

issue for the new notes but the cost of the error was 

estimated to be of the order of £60,000/£100,000. 

3 

At the Governor's invitation, Mr Crockett presented the 

International Economic Developments paper for October. 

~&.~~ 
~ (." 't ALL 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 23 NOVEMBER 1 9 8 9  

Pre sent 

The Rt Hon Robe r t  Leigh Pembe r ton , Gove rnor 

S i r  Geo rge B lunde n ,  Deputy Gove rnor 

The Hon Sir  John Franc i s  Ha rcou r t  B a r i ng , CVO 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbury 

John S t anton F l emmi ng , Esq 

Edwa rd A l an John Geo rge , Esq 

S i r  Robe r t  Has l am 

S i r  Hec t o r  L a i ng 

B r i an Quinn , Esq 

Sir  D a v i d  Ge r a ld Scho l ey ,  CBE 

D a v i d  A l an Wa l ke r ,  Esq 

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

Hugh Ch r i s tophe r Emlyn H a r r i s ,  Esq 

Anthony Lau r i e  Coleby , Esq 

129  

The Minutes o f  the last  Cou r t , h a v i ng been c i rc u l a ted , we re 

app roved . 

Mr Qu i nn commented on the weekly f i gu res and Mr F l emmi ng s poke 

a bou t t he Ove r s e a s  T r ade Figures f o r  October which had been 

pub l i s hed e a r l i e r  that  mo r n i ng . Mr Geo rge t hen s poke a bout t he 

f o r e i gn exchanges and the s t a t e  o f  the dome s t i c  ma r ket s .  
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Under the weekly executive report and with reference to a Minute 

of 6 July 1989, the Deputy Governor infonned Court that both 

Slater Walker and EBS Investments Limited would be going into 

voluntary liquidation shortly. These processes would begin 

within the next three months when Extraordinary General Meetings 

of each Company were scheduled to take place. 

At the Governor's invitation: 

Mr Harris introduced a Recommendation increasing from £2 to 

£10,000, the share capital of BE Museum Ltd, a wholly owned 

subsidiary company which had been set up recently to conduct 

the commercial activities associated with the Museum. 

Court agreed thereto. 

The Governors having appointed Mr J P Charkham, Chairman, 

and Messrs J S Flemming, H C E Harris. J R E Footman and 

G A Croughton, Directors, Court further agreed that, 

Messrs Charkham and Harris being the initial shareholders 

each with a share of £1, the remaining 9,998 shares be held 

by the Governor and Company of the Bank of England. 

It was also RESOLVED that pursuant to Section 375 of the 

Companies Act 1985 and until otherwise resolved by the Court 

of Directors, Mr J S Flemming, or failing him, 

Mr H C E Harris, or failing him, Mr J P Charkham, or failing 

him, Hr J R E Footman, or failing him, Mr G A Croughton, be 

authorised to act as the representatives of the Governor and 

Company of the Bank of England at any meeting of BE Museum 

Ltd. a wholly owned subsidiary of the Bank. 

Court noted that BE Museum Ltd would start trading on 

1 March 1990. 

2 Mr Flemncing presented the Economic Report for November. 

3 In introducing the regular monthly discussion of monetary 

policy, Mr Coleby said that the October figures showed the 

annual growth of MO as 5.2\ while currency in circulation 

was running at 5.5\. The latter indicated that the decline 

of the rate of growth of narrow money, starting at the 

beginning of the year, had come to an end. It was unlikely 

to have resumed in November. The relationship between 
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currency and spending seemed to have changed over recent 

months so that confident conclusions could not be drawn. 

That said, the behaviour of narrow money might suggest that 

spending continued to hold steady. 

Figures for M4 and lending growth showed a sharp decline on 

those for September. M4 growth was 0.6\ against 2.3\, and 

lending £4.9 bn against £11.4 bo. The likeliest 

explanation was that the September figures were aberrant. 

Taking the two months together, we bad a picture very 

similar to that of earlier months, with the year on year 

increase in M4 steady at about 17 1/4\, and lending gently 

declining to about 21 l/2\. The main change between the 

two months was in company borrowing within which the only 

identified factor was a decline in the financing of 

take over activity. Lending to persons showed mortgage 

borrowing at its highest for tbe past year, with the 

exception of the previous month, while borrowing for 

consumption from CLSB banks was negative. 

Policy bad become even more on a knife edge. There were 

growing signs that investment outlays would fall away next 

year, and the possibility of a sharp downswing in the stock 

cycle. With consumption demand no more than flat, net 

exports was the most promising contributor to output. In 

these circumstances, it would be right to resist any further 

increase in interest rates as a result of market pressure, 

with weakness in the exchange rate being countered if 

possible through intervention. The outlook for inflation 

was far from good, and the most desirable development would 

be a spontaneous recovery of some of the recent depreciation 

of sterling. That probably had to await fuller evidence of 

improvement in the current account, and it was impossible to 

judge how much patience the market would display. If the 

decline of sterling threatened to become a rout, we might 

have to raise interest rates again, however unwelcome that 

might be. 

~-~tr--. 
_\,_... 1 ~~ '~85 



A COURT OF DI RECTORS AT THE BANK 

THURSDAY 3 0  NOVEMBER 1 9 8 9  

Present 

The Rt Hon Robe rt Leigh Pembe rton , Gove rnor 

S i r  Geo rge B lunden , Deputy Gove rno r 

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

S i r  George Ad r i a n  Hayhu r s t  Cadbury 

S i r  Frede r i c k  B r i an Corby 

John Stanton F l emmi ng , Esq 

Edward A l an John George , Esq 

S i r  Ma r t i n  Wake f i eld Jacomb 

S i r  Hec t o r  L a i ng 

B r i a n Qu i n n ,  Esq 

David Alan Wa l ke r ,  Esq 

Hugh C h r i stophe r Emlyn Ha r r i s , Esq 

The Minutes o f  the last  Cou r t , having been c i rcu l a ted , were 

app roved . 

1 3 2  

There being n o  comments on the week l y  f i gu res , Mr Geo rge s poke 

about the f o r e i gn exchanges and the s t a te of the dome s t i c  

ma r ke t s . 
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Under the weekly exec u t i ve repo r t :

l The Gove rnor drew Membe r s ' a t t e n t i o n  to the l e t t e r  he 

had w r i t ten to the Chance l l o r  o f  the Exchequer e a r l i e r  

that  week on the subj ect o f  loc a l  autho r i ty swaps and 

the imp l i c a t ions of t he j udgement in the Hamme rsmi th and 

Fu lham case . The Governo r ,  h a v i ng recei ved the 

s t rongest rep re sent a t ions f rom cent r a l  bank co l leagues 

i n  B a s le and f rom the B r i t i sh Banke r s ' Assoc i a t ion , had 

a g a i n  u rged the Government to review the s i tu a t ion a s  a 

ma t t e r  o f  urgency and had submi t t ed p ropo s a l s  which were 

des igned to r e l i eve the current s i tu a t i on and to provide 

a way f o rwa rd f o r  the f u t u re . 

A f t e r  some d i scu s s i on the Governo r s a i d  t h a t  he wou ld 

continue to p ress for a c t i on and if nece s s a ry wou l d  seek 

an appoi ntment with the Pr ime M i n i s t e r  t o  whom he had 

cop ied his letter . 

2 I n  the l i ght of the recent dec l i ne i n  the exchange r a t e ,  

Mr F l emming exp l a i ned the e f fect o f  a " deva l u a t i o n "  o n  

i n f l a t i o n ,  e t c  and the po l i cy imp l i c a t i ons , a s  proj ected 

by t he Bank ' s  econom i c  mode l . 

Two l e t t e r s  f rom Me s s r s  Fres h f i e ld s  were subm i t ted together w i t h  

two documents to b e  sea led , name ly :

l A L i cence f o r  A l t e r a t ions , i n  dup l i c a t e ,  r e l a t i ng to the 

Ground and F i r s t  F l oo r s ,  He a t hv i l le Hou se , G l ouces ter . 

2 A Deed of I ndemi n i t y ,  in dup l i c a t e , t r a n s f e r r i ng a 

cont i ngent l i abi l i ty f rom Wa l l ace B r o the rs ( Ho l d i ng s )  Ltd , 

to the St andard Charte red Bank . 

Court app roved thereof and ORDERED t h a t  the docume n t s  i n  

ques t i on be s e a l ed with the Common Se a l  o f  the Bank . 

At 

 
the Governor ' s  i nv i t a t i on :

1 The Deputy Governo r p resented a Repo rt of the Commi t t ee 

on Permanent Cont ro l o f  Expend i tu r e  wh i c h  was approved . 
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2 Mr F l emmi ng i n t roduced a p a p e r  ent i t l ed Comp a n i e s ' 

F i n a nc i a l  Deve lopments and Prospec t s  wh i ch l o o ked a t  

recent p a t t e r ns o f  comp any f i nance i n  t h e  l i ght o f  

deve l opments i n  the rea l economy du r i ng t h e  cur rent 

yea r .  

3 S i r  B r i a n  Co rby spoke about the CBI Confe rence he 

a t tended recen t l y  i n  H a r roga te . 

The Gove rnor exp l a i ned that the appoi ntments to Cou r t  which 

wou ld a r i se f rom the Deputy Governo r ' s  f o r thcoming ret i rement 

wou ld be approved by HM The Queen on the adv i ce of the P r ime 

Mi n i s t e r  but that  an appo intment to Assoc i a te Di recto r ,  wh ich he 

had i n  mind , wou ld need to be app r oved by Cou r t . He exp l a i ned 

whom he wou ld w i s h  to p romote in t h i s  way . Cou r t  ag reed t h a t  

the Governor shou ld make t h i s  appo i ntment wi thout p r i o r  

r e f e rence to Cou r t  i f  that  shou ld p rove conven i ent . 

,� L " '6" V1Lol-
{ 4- � ._k l 't � 't 
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A MEETI NG OF DI RECTORS AT THE BANK 

THURSDAY 7 DECEMBER 1 9 8 9  

Present 

The R t  Hon Robe r t  Leigh Pembe r ton , Gove rnor 

S i r  Geo rge B 1 unden , Deputy Gove rnor 

The Hon Sir John Franc i s  Ha rcourt B a r i ng ,  CVO 

S i r  George Ad r i an Hayhu r s t  Cadbury 

And rew Dunca n  Crocket t ,  Esq 

John Stanton F 1 emming , Esq 

Edwa rd A l an John Geo rge , Esq 

B r i a n Qu i n n ,  Esq 

1 3 5  

The number o f  Di rec t o r s  a s semb led be i ng i n su f f i c i ent to f o rm a 

quorum, those p resent proceeded to the bu s i ness subject t o  

r a t i f i c a t i on b y  the next Cou r t . 

Mr Qu i nn commented on the week ly f i gu res and Mr Geo rge s poke 

about the f o r e i g n  exchanges i nc lud ing the Of f i c i a l  Rese rves 

f i gu res for November and the s t a t e  of  the domes t i c  ma r ke t s .  

There were no i tems f o r  d i sc u s s i o n  unde r the wee k l y  execu t i v e  

repo r t . 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 14 DECEMBER 1 9 8 9  

Present 

The Rt Hon Robe r t  Leigh Pemberton , Gove rnor 

Sir Geo rge B lunden , Deputy Gove rnor 

O r  David Va len t i ne Atterton , CBE 

S i r  Geo rge Ad r i an Hayhu r s t  Cadbu ry 

S i r  Frede r i c k  B r i a n Co rby 

And rew Dunc an C rocket t , Esq 

John Stanton F l emming , Esq 

Edwa rd Alan John Geo rge , Esq 

S i r  Robe r t  H a s l am 

S i r  Ma r t i n  Wake f i e l d  Jacomb 

S i r  Hect o r  L a ing 

G a v i n  H a r ry La i rd ,  Esq , CBE 

B r i a n Q u i nn , Esq 

Sir  D a v i d  Ge r a ld Scho ley,  CBE 

Hugh Ch r i s tophe r Emlyn H a r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

1 3 6  

The Minutes o f  the Cou r t  o f  3 0  Novembe r were con f i rmed and those 

of the p revious week were approved . 

The Governor i n t roduced a letter dated 14 Decembe r f rom 

S i r  Geo rge B l unden , which was l a id be f o r e  Cou r t ,  g i v i ng no t i ce 

o f  h i s  res i g n a t i o n  f rom Court i n  the O f f ice of Deputy Gove rnor 

on 2 8  February 1 9 9 0 . 

I t  was RESOLVED t h a t  the Secre t a r y  be d i rected to commu n i c a t e  to 

the Chance l lo r  o f  the Exchequer the not i ce o f  r e s i g n a t i o n  o f  

S i r  Geo rge B lunden f rom the O f f ice o f  Deputy Gove rnor o f  the 

B a nk p u r s u ant to C l ause 8 ( e )  of the Cha r t e r  o f  1 March 1 9 4 6 .  
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The Governor then informed Court that it would be announced 

later that day that HM The Queen had approved the appointments 

of Mr George as Deputy Governor for a period of five years from 

1 March 1990 and Mr Coleby as a Director for a period of four 

years from that date. The Court of Directors then agreed that 

Mr Coleby be appointed an Executive Director responsible for 

Home Finance, and, with reference to a Minute of 30 November, 

confirmed the appointment of Mr Ian Plenderleith as an Associate 

Director with effect from 1 March 1990. 

The Governor then explained that Mr Coleby would succeed to the 

duties currently carried out by Mr George, except for 

responsibility at Director level for the affairs of the 

Registrar's Department which would remain with Mr George. 

Mr Plenderleith would work with Mr Coleby, taking particular 

responsibility for the Bank"s operations in the money, 

gilt edged and foreign exchange markets. It was agreed that in 

that capacity it would be appropriate for him to attend Court on 

a weekly basis. 

Court also noted that with effect from 1 March 1990 the Markets 

area, currently comprising four Divisions would be re cast into 

three Divisions, namely, the Gilt Edged and Money Markets 

Division; the Foreign Exchange Division; and the Wholesale 

Markets Supervision Division. 

Mr Quinn commented on the weekly figures and Mr George spoke 

about the foreign exchanges and the state of the domestic 

markets. 

Under the weekly executive report: 

1 With reference to a Minute of 2 November, the Governor 

informed Court that the Chancellor of the Exchequer, at 

a recent meeting, had said in response to the Governor's 

letter of 6 November that he wished to take time to 

articulate the arguments about •core banks" more 

precisely: it was hoped this would not be so precise as 

to make it too difficult to administer policy. 

2 With reference to a Minute of 30 November, the Governor 

informed Court that the Chancellor of the Exchequer had 

been unreceptive to the suggestions submitted by the 
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Gove rnor i n  h i s  l e t t e r  of  2 8  November on t h e  matter o f  

loc a l  autho r i ty swap s . A l t hough no a c t i o n  had been 

a n t i c i pated by Government be f o re the appe a l  had been 

heard , the Chance l lo r  of the Excheque r  was d i s i nc l i ned 

to t ake any ret rospec t ive a c t i on the consequences of  

wh i c h  might be p a s s ed on to commu n i t y  charge paye r s . 

He had a l so rema i ned unconvi nced that banks both in the 

UK and ove rseas wou ld be reluctant t o  de a l  w i t h  bu i ld i ng 

s o c i e t i e s  and other uni nco rpo r a ted i n s t i t u t i ons i n  

future . The Gove rnor s a i d  t h a t  the Chance l l o r ' s  v i ews 

had been endo rsed in w r i t i ng by the Pr ime M i n i s te r .  

Anecdot a l  ev idence suggested t h a t  Government were 

unde r e s t i ma t i ng the ef fect that t h i s  a f f a i r  cou ld have 

on London ' s  s t anding a s  a f i na nc i a l  cent re , a v i ew 

endor sed by other Membe rs of Cou r t . 

3 The Governor exp l a i ned to Cou r t  t h a t  a l t hough a company, 

owned by c l e a r ing and other banks , had been fo rmed t o  

admi n i s t e r  t h e  scheme for  s tudent l o a n s  wh i c h  the 

Gove r nment were i n t roduc i ng ,  L l oyd s B a n k  had chosen not 

t o  p a r t i c i pa t e , probably on t he g rounds t h a t  

p a r t i c i pa t ion wou ld h a v e  a n  adv e r s e  e f fect u p o n  t he i r  

bu s i nes s .  Subsequent ly other banks had i n d i c a ted that 

they wou ld wi thd r aw unless  L l oyds Bank we re i nvo l ved . 

The Permanent Sec ret a ry at the Dep a r tment o f  Edu c a t i o n  

a n d  Sci ence h a d  a s ked the Gove rnor to exe r t  h i s  

inf l uence on t he banks to s e e k  t he i r  f u l l  co ope r a t ion 

with this scheme : i n  response the Governor had t a ken 

t h a t  oppo rtunity to exp l a i n  t h a t  the banks we re 

d i s a f fected towards Government f o l lowing Gove rnment ' s  

response to the loc a l  autho r i ty swap i s sue . 

The Gove rno r s a id t h a t  he f e l t  t h a t  the anx i e t i e s  

exp ressed b y  the banks about the s t udent l o a n  scheme 

were j us t i f i ab l e  and he d i d  not f e e l  i nc l i ned to exe rt 

the Bank ' s  inf luence against the banks on this  i s sue . 

Cou rt were fu l ly suppo r t i ve of the Governo r ' s  s t ance . 

A l e t t e r  f rom Mes s r s  Freshf i e lds was submi t ted together w i t h  a 

document to be sea led , name ly a Deed o f  Covenant w i t h  the 

Cha r i t ies Aid Founda t i on . 
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Cou r t  approved thereof and ORDERED t h a t  the document i n  question 

be s e a l ed w i t h  the Common Sea l  o f  the Bank . 

At the Gove rno r ' s  i nv i t a t ion :

1 Mr Crocket t presented the I nternat iona l Economic 

Deve lopment s  paper for Novembe r .  

2 Mr F l emmi ng i n t roduced the l a t e s t  Bank Forec a s t  on the 

Economic Out l ook up to 1 9 9 2 , wh i c h ,  as reque s t ed , had been 

c i r c u l ated to Membe rs ea r l i e r  that  week . 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 2 1  DECEMBER 1 9 8 9  

Present 

The R t  Hon Robe r t  Leig h Pemberton , Gove rno r 

S i r  Geo rge B 1unden , Deputy Gove rno r 

Dr David Va l en t i ne Atterton,  CBE 

The Hon S i r  John F r a nc i s  Ha rcourt B a r ing , CVO 

S i r  George Ad r i an Hayhu r s t  Cadbury 

S i r  Frede r i c k  B r i an Corby 

S i r  Co l i n  Ross Co rness 

John St anton Flemming , Esq 

Edwa rd A l an John Geo rge , Esq 

S i r  Ma r t i n  Wake f i e ld Jacomb 

S i r  Hec t o r  L a i ng 

Gav i n  H a r r y  L a i rd ,  E s q ,  CBE 

S i r  David Gera ld Scho ley,  CBE 

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

Hugh Ch r i s t opher Emlyn Ha r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

Ant hony L a u r i e  Coleby , Esq 

The M i nutes o f  the l a s t  Cou r t , hav i ng been c i rcu l a ted were 

app roved . 

1 4 0  

Mr Geo rge commented on the weekly f i gu res a n d  then went on t o  

s p e a k  about the f o r e i g n  exchanges and t h e  s t a te o f  the dome s t i c  

ma r ket s .  
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Under the weekly executive report, Mr George spoke about the 

recent difficulties that had arisen in the equity warrant 

market, a mainstay of the eurobond market, where the Japanese 

Ministry of Finance were proposing to introduce regulations that 

might have the effect of forcing the repatriation of this market 
to Tokyo. The Bank had received strong representation from 

British and International houses who had complained that they 

had not been properly consulted by the Ministry of Finance and 

were concerned that they might suffer a loss of business. 

These concerns had been passed on both in London and Tokyo and, 

as a result, we understood that more effective consultation 

would now take place. Sir John Baring declared his interest in 

this subject, Barings Securities being active in this market. 

He welcomed the Bank's intervention, as did Sir David Scholey 

and Sir Martin Jacomb. 

At the Governor's invitation: 

l Me Flemmin9 presented the Economic Report for December. 

2 In introducing the regular monthly discussion of monetary 

policy, Mr Coleby said that the latest figures showed that 

both MO and currency in circulation had grown by 0.6\ in 

November, making year on year increases of 5.7\ and 5.8\ 

respectively. These figures confirmed the view that the 

decline in the rate of growth of narrow money, which had 

taken place during the first half of the year, had come to 

an end. However this was, to some extent, at odds with the 

recent evidence from the real economy where retail sales 

were recorded as having been distinctly soft. 

Figures for M4 showed a reasonably modest growth of 1.1\ on 

the month with the year on year growth at 17.5\, little 

changed for the past four months. The encouraging news 

from the statistics was that M4 lending on a seasonally 

adjusted basis was up only 1\ at £4.9 bn, recording for the 

second month in succession the lowest percentage increase 

for the year. It was too soon to draw firm conclusions of 

a major change, but it was a promising pointer. 

The composition of lending showed some falling back in 

corporate borrowing with personal borrowing at much the same 

level as in recent months. Among the corporate borrowers 

there had been a slowing down in lending to property 



companies and some substantial repayments from the 

manufacturing sector. 

142 

In the financial markets there had been a marked reduction 

of tension in the past month, and the exchange rate had 

recovered somewhat, albeit modestly in comparison with the 

losses of recent months. The problems for policy remained 

the reconciling of the twin objectives of achieving a 

reduction in inflation and at the same time trying to avoid 

an actual recession; there was a real risk of achieving 

neither. The Bank Forecast, discussed the previous week, 

had been optimistic on the recession front but pessimistic 

about inflation. To achieve a reduction in inflation a 

further recovery of the exchange rate was necessary but 

tightening monetary policy to bring it about might drive the 

economy into recession. The immediate need was for 

patience while waiting to see if the spontaneous recovery in 

the exchange rate could proceed rather further. Failing 

that, if the objective of reducing inflation was to be 

upheld, it might be necessary to adopt a tighter monetary 

policy. If, on the other hand, the exchange rate did 

recover it would be important not to relax monetary policy 

too soon. 

In accordance with Section 10 of the Charter, the Governor, the 

Deputy Governor, Mr George and Mr Flemming then withdrew 

together with Mr Harris, Mr Kent and Mr Coleby and, in 

accordance with Section 6 (2) of the Charter, 
Sir Adrian Cadbury, the Chairman of the Remuneration Committee, 

then took the eh air. 

Sir Adrian Cadbury reminded Members of the discussion which had 

taken place at Court on 12 October on the subject of the 

remuneration of the Bank's Executive and drew attention to his 

exchange of letters with Sir Peter Middleton. Court agreed 

that in the light of Sir Peter's letter it would be 

inappropriate to consider the precise levels of remuneration for 

the Governors and Directors at the present time, but they 

reaffirmed their full support for the proposals and agreed that 

Sir Adrian Cadbury should speak with Sir Peter Middleton as soon 

as possible. 

ZA.~8~ 
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A MEETING OF DIRECTORS AT THE BANK 

THURSDAY 28 DECEMBER 1 9 8 9  

Present 

S i r  Geo rge B lunden , Deputy Governo r 

S i r  Geo rge Ad r i a n  Hayhu r s t  Cadbury 

And rew Dunc an Crocket t ,  Esq 

Edw a rd A l a n  John Geo rge , Esq 

B r i a n  Q u i nn , Esq 

Hugh Ch r i s t opher Emlyn Ha r r i s , Esq 

Pend a re l l  Hugh Kent , Esq 

The number o f  D i rec t o r s  a s semb l ed be i ng i n su f f i c ient t o  f o rm a 

quorum,  those present p r oceeded to the bus i ness subj ect t o  

r a t i f i c a t i on b y  the next Cou rt . 

The Minutes o f  the l a s t  Cou r t , h a v i ng been c i rcu l a ted , were 

app roved . 

Mr Q u i nn commented on the wee k l y  f i gures and Mr George s poke 

a bout the f o r e i g n  exchanges and the s t a te of the dome s t i c  

ma r ke t s . 

The r e  were no i t ems f o r  d i s c u s s i o n  under the wee k l y  execut i ve 

r epo r t . 
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