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Under the week ly execut ive repo rt Mr Kent exp l a i ned to Cou rt 

that when Mr Ca lcutt became Cha i rman o f  the T a ke Over Pane l the 

Bank ag reed that he shou l d  be i ndemn i f ied i n  respect of h i s  

d u t i e s  a s  Cha i rman . I t  w a s  then env i s aged that the Panel wou ld 

ma ke the necess a ry a r r angements and wou ld bea r  the bu l k  of the 

cost . I t  had t r a n s p i red subsequen t l y  that as the T a ke Over 

Pane l ' s  l eg a l  s t atus was that of  an  u n i nc o r p o r a t ed a s s o c i a t ion 

o f  i nd i v i du a l s , it  wou l d  not be a b l e  to provide the i ndemn i ty 

i t s e l f .  Comme rc i a l  cover had therefore been s ought a nd an 

i ndemn i t y  of  £5 mn cove r i ng mo st cont i ngenc i e s , and embrac i ng 

a l l  Panel members and the execut ive , had been i dent i f ied at a 

p remi um i n  the region of £ 2 5 , 0 0 0 . 

The Bank had conc l uded the refore that the T a ke Over Panel should 

t a ke out such comme rc i a l  cove r ;  that the Bank sho u l d  repl ace 

the o r a l  unde rs t anding w i th Mr Ca lcutt by a l e t t e r  of  comf ort 

i ndemn i f i ng him and perhaps by exten s i o n  other Panel membe rs for  

any amount not covered by the comme r c i a l  po l i cy ; i n  the event 

of  a c l a im the Bank wou l d  consider l o o k i ng to the i n s t i tu t i o n a l  

membe r s  of  the T a ke-Over Panel to  share the c o s t s . A l though i t  

w a s  u n l i ke ly that the Panel wou ld b e  exposed to such l eg a l  

a c t i o n  i t  w a s  never the l e s s  po s s i b l e  to env i s age c i r cums t ances 

whe re such a c t i on mi ght a r i s e .  

Cou r t  accepted that i n  the c i rcumstances such cove r should be 

p ro v i ded to Mr C a l cu t t ; i t  recogni sed that comme rc i a l  cover of  

£5  mn cou l d  we l l  be i n adequate . Howeve r the Bank was thereby 

t ak i ng on a potent i a l ly open ended l i ab i l i ty ;  pub l i c  know l edge 

of the a r r angement wou l d  i nc re a s e  the r i s k  of su i t .  For that 

reason there sho u l d  be no pub l i c i ty ;  i ndeed on second thought s 

i t  wou l d  be p rudent not to i n f o rm the other Pane l membe rs or the 

i n s t i tut iona l membe rs of the Pane l .  

S i r  Ad r i a n  Cadbury who had been appoi nted t o  the T a ke Over Panel 

ea r l i e r  that week dec l a red his p e r s o n a l  i nterest i n  such an 

a r r angement . 

A l e t t e r  f rom Mes s r s  Freshf i e lds was submi tted , together with a 

document to be s e a l e d ,  name ly an Unde r l e a s e  g r anted to A l len and 

Overy in respect of  p a r t  of the f i r s t  f l oor and sub basement of 

9 / 1 2  Cheaps ide . 

Cou rt app roved thereof and ORDERED that the document i n  quest ion 

be sea led w i th the Common Sea l of  the B a n k . 
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At the Gove rno r ' s  i n v i t a t i o n  Mr Qu i nn s poke a bout h i s  recent 

v i s i t  to  Rus s i a  which had been a r r anged at the i n v i t a t ion of  the 

S t a t e  Bank of the Sov iet Un ion . I n  p a r t i cu l a r  Mr Qu i nn 

out l i ned three ma i n  a r e a s  of immed i a te i nterest  to the State 

B a n k ,  name l y ,  the deve lopment of  a money ma r ket , the o pe r a t ion 

of  a p ayment and sett l ement system , and banking supe r v i s i on . 

He sugges ted , and Cou r t  ag reed , that i t  wou l d  be approp r i ate for 

the Bank to o f f e r  adv i ce and a s s i s t ance in these a re a s . 

I n  accord ance w i th Sec t i on 1 0  o f  the Cha rt e r , the Governo r ,  the 

Deputy Governor and Mr Qu i nn then w i thd rew together w i th 

Mr H a r r i s ,  Mr Kent and Mr Col eby and , i n  accord ance w i th 

Sec t i on 6 ( 2 )  o f  the Cha r t e r  S i r  Ad r i an Cadbu ry,  the Cha i rman of  

the Remune r a t ion Commi ttee then took the cha i r . 

Wi th refe rence to a Minute of 2 1  Decembe r 1 9 8 9  S i r  Ad r i an 

Cadbury spoke about the outcome of h i s  meet i ng w i th S i r  Peter 

Middleton on 2 8  December . I n  the d i scu s s ion which f o l lowed 

Cou rt r e a f f i rmed the i r  v i ew that the revi sed remune r a t ion 

st ruct u r e , based on the r a nk of  Executive Di rect o r  a s  the 

benchma r k ,  and i nc o r po r a t i ng p e r f o rmance r e l a ted rewa rds , 

rema i ned approp r i a te . Howeve r ,  i n  the l i ght o f  S i r  Peter 

M i d d l eton ' s  comments , and to avoid d i rect conf l i c t w i th the 

Gover nment , Cou rt ag reed that the Remune r a t i on Commi ttee shou ld 

con s i d e r  some mod i f i c a t i ons to the i r  o r i g i n a l  p ropos a l s . 
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Unde r  the weekly execut ive repo rt and w i th refe rence to a Minute 

of the previous wee k ,  Mr Kent t o l d  Cou rt that it had now been 

ag reed that it wou l d  be inappro p r i ate f o r  knowledge of  the 

i ndemn i ty cover provided f o r  the Take Over P a ne l to  s p read 

beyond the Cha i rman and a n a r row g roup within the execut ive . 

He a l so went on to exp l a i n  that Freshf i e ld s ' adv i ce had been 

recei ved on the proposed comme rc i a l  i ndemn i t y  cove r :  they had 

c au t i oned that the te rms of  the p o l i cy sho u l d  be exami ned to 

ensure that they did not i n  any way res t r i ct the a c t i v i t i e s  of  

the T a ke Over Pane l . 

Membe r s  of Cou rt returned to the que s t i o n  of the i nadequ acy o f  

the comme rc i a l  cover a n d  the open ended nature o f  the Bank ' s  

potent i a l  l i a bi l i ty .  I t  was co n f i rmed that i n  a ppo int i ng 

Mr C a l cu t t  a s  Cha i rman o f  the Ta ke Over Pane l , the Bank had 

already g i ven an o r a l  i ndemn i ty a s  one o f  the a s s o c i ated 

und e r s t anding s . The B a nk ' s  po s i t ion was the re f o re no wo rse 

than i t  wou l d  have been w i thout the i ndemn i t y  po l i cy i n  p l ace . 

I t  w a s  suggested however that the cover now proposed w a s  mo re 

comp rehens ive and unqu a l i f i ed than wou ld have been p ro v i ded i f  

the Panel had fu l l  corporate s t a tus . M r  Kent s a i d  that o n  

l a rg e r  p o l i cy g rounds the UK autho r i t i es were res i s t i ng pressure 

to make the Take Over Pane l a st atutory body and that thi s d i d  

n o t  the r e f o re o f f e r  an a l ternat ive . I t  was suggested that the 

best course mi ght be to d rop the comme rc i a l  po l icy ent i re l y  and 

rest on the i nf o rma l a r r angement a l ready i n  p l ace . The 

Governor conc l uded that i n  the l i ght of the d i s c u s s i o n  i t  wou ld 

be approp r i ate f o r  fu r ther thought to be g i ven to t h i s  problem.  

At the Governo r ' s  i nv i t a t i o n ,  Mr C rockett p resented the 

I nt e r nat i o n a l  Economic Deve l o pments paper f o r  Decembe r .  

I n  accord ance w i th Sect ion 1 0  o f  the Cha r te r ,  the Gove r no r ,  the 

Deputy Gove rno r ,  Mr Geo rge , Mr Qu inn , Mr F l emming and 

Mr Crockett wi thd rew ,  together with Mr Kent a nd , i n  accord ance 

w i th Sec t i on 6 ( 2 )  of  the Cha r te r ,  S i r  Ad r i an Cadbu r y ,  the 

Cha i rman of the Remune r a t i o n  Commi ttee , then took the cha i r .  

Mr Ha r r i s  was a s ked to rema i n  i n  a n  adv i s o ry capac i t y .  

W i th refe rence to a M i nute o f  the pr ev ious wee k ,  S i r  Ad r i a n  

Cadbury s a i d  that the Remune r a t i o n  Commi ttee had me t e a r l i e r  
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that mo r n i ng and i n  response to comments made the previous week 

had revi sed the remune r a t i on s t ructure f o r  the B a nk ' s  Execut ive 

t o  achi eve the o r i g i n a l  o b j e c t i ves over p e r i o d s  of two and three 

ye a r s . The p ropos a l  bef o r e  Cou r t  p rovided for the i nc rea ses , 

to be ef f e c t i ve f rom 1 Janua ry 1 9 9 0 ,  to ref l e c t  an i n f l at i on 

f ac t o r  cov e r i ng the p e r i od f rom Ju ly 1 9 8 8  when the Execut ives ' 

s a l a r i es were l a s t  i ncrea sed to d a t e ,  and to provide a n  

i n t e r i m  r e s t ructu r i ng f ac to r .  The propo s a l  a l so env i s aged a 

f u rther increase w i th e f f ec t  f rom 1 Janu a ry 1 9 9 1  ( wh i ch wou l d  

achi eve t h e  fu l l  rest ruct u r i ng f o r  the Execu t i v e  a nd Assoc i a t e  

D i rec t o r s  e t c )  a n d  a f i n a l  ad j us tment i n  Janu a ry 1 9 9 2  t o  fu l f il 

the r e s t ruc t u r ing f o r  the Gove rno r and Deputy Governo r .  Cou r t  

ag reed the p ropos a l s  a n d  ag reed w i th S i r  Ad r i a n  Cadbury t h a t  the 

f i r s t  s t age be imp l emented as soon as po s s i b l e . 

S i r  Ad r i an Cadbury p roposed to a s k  the Governo r s  f o r  the i r  

recommen d a t i ons f o r  t r ans i t ion e t c  f o r  subm i s s i o n  to Cou r t  o n  25 
Janu a ry and a t  the s ame t ime i t  was  ag reed that he sho u l d  

emphas i s e Cou r t ' s  i n t e n t i o n  t h a t  p rogress through t h e  new 

s t ructure shou l d ,  as f o r  othe r Bank s t a f f ,  be pe r f o rmance 

based . Because of ma rket r e l a t i v i t i e s  it was a l s o  approp r i ate 

to p o i n t  out that Cou r t  wou ld not expect a l l  D i rec t o r s  etc 

neces s a r i ly t o  reach the top o f  the i r  respec t ive s a l a ry r a nges . 

S i r  Ad r i a n  Cadbury exp l a i ned tha t , hav i ng spoken to the 

Gove r no r ,  he p r oposed t o  seek a f u r ther mee t i ng w i th S i r  Peter 

Midd l eton to t e l l him wha t  Cou r t  had ag reed . 
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Unde r  the week ly execut ive repo r t :

1 Mr H a r r i s  info rmed Cou rt that the Bank had ag reed to let 

p a r t  of  the refurbi shed area o f  the New Change bu i ld i ng 

to Cha rte rhouse Bank . The l e a s e , whi ch was f o r  a 

per iod o f  1 5  yea r s  w i th f i ve ye a r  rent rev i ews , p rovided 

f o r  pha sed occu p a t i o n  over a per iod of 18 months dur ing 

whi ch t ime the rent wou l d  r i se by i n s t a l ments to £ 5 5  per 

square foot . 

2 S i r  Ad r i an Cadbu ry drew a t tent i on to a l e t t e r  he had 

received f rom a member o f  the pub l i c  which had been 

cop ied to a l l  Members of  Cou r t , amon g s t  othe r s . 

Mr Quinn s a i d  that the l e t t e r  r e l ated to a comme rc i a l  

d i spute between the w r i t e r  a nd the N a t i o n a l  We stminster 

Bank and was f a i r ly typ i c a l  of  the many letters recei ved 

by the Bank . In thi s i n s t ance the B a nk were s a t i s f i ed 

that N a t i o n a l  Westminster Bank had behaved ent i re l y  

prope r l y .  

A t  the Governor ' s  i nv i t a t i o n :

1 S i r  Robe r t  Has l am i n t roduced the Annua l Repo r t  o f  the 

Reg i s t r a r ' s  Dep a r tment L i a i s on Comm i t tee which w a s  l a i d  

be fore Cou r t . The Repo r t  suggested that a s  the Comm i t tee 

p e r f o rmed o n ly a role appropr i a te t o  Exec u t i v e  Di recto r s , i t  

sho u l d  b e  wound u p  and execut ive a r r angeme n t s  f o r  g r e a t e r  

i ndependence b e  made for  the Reg i s t r a r ' s  Dep a rtment i n  

G l ouceste r . 

2 Dr Atterton pr esented a Repo rt o f  the Cha r i t a b l e  Appe a l s  

Commi t t ee . I t  w a s  ag reed that a dona t i on o f  £ 3 , 5 0 0  a ye a r  

f o r  f i ve yea r s  b e  made t o  the Roya l Academy o f  Ar t s ;  and 

that with e f fect f rom 1 Ma rch 1 9 9 0 , and in l i ne with the 

ex i s t ing a r r angemen t s  for the d i sbu r s ement o f  cha r i t a b l e  

funds a t  the B r a nches and Agenc i e s , the Reg i s t r a r ' s  

Dep a r tment be g r anted an annu a l  budget of  £ 2 , 5 0 0  o f  whi ch up 

to £ 3 0 0  be av a i l ab l e  for d i sbur sement by the Chief Reg i s t r a r  

i n  h i s  own name . 
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Under the weekly execut ive repo r t :

1 The Gove rno r , i n  response to a que s t i on r a i sed p r e v i ous l y  by 

S i r  John B a r i ng ,  s a i d  that  the w i nd vane i n  t he Cou r t  Room 

had been set 90 degrees out of  t rue when the r oom had been 

redeco r a t ed some two ye a r s  ago . 

2 The Gove rnor i nfo rmed Cou r t  t h a t  i n  connect i on w i t h  the 

Channe l Tunne l p r o j ect he had been approa ched the p r ev i ous 

week by t he l e ad bank,  N a t i o n a l  We stmi n s t e r , a nd a s ked if he 

wou ld c a l l  a mee t i ng between the B o a rd of Euro tunne l and t he 

f i ve B r i t i sh con t r ac t o r s  i n  order to s o r t  out t he i r  

d i f fe rences . After consu l t i ng a number o f  seni o r  

co l l e agues , the Gove rnor h a d  ag reed t o  d o  s o . H e  h a d  made 

it c le a r  t h a t  in o f f e r i ng t he Bank ' s  good o f f i ces there 

shou l d  be no recou rse e i ther f i nanc i a l ly o r  th rough the 

med i a .  The d i f f i cu l ty had a r i sen f rom t he r e l a t i o n s h i p  of  

Tr ansmanche L i n k  w i t h  t he management of  Eu rotunne l and t he 

r o l e  o f  t he i r  C h i e f  Execu t i ve . The cont r a c t o r s  had been 

refus i ng to s i g n  an amend i ng ag reement , which wou l d  a l l ow 

Eu ro tunne l to d r aw down a further t r anche o f  funds f rom i t s  

banke r s , unt i l  the Chief Execu t i v e  w a s  w i t hd r awn f rom 

d ay to day i nvo l vement . The announcement e a r l i e r  i n  the 

week o f  t he a ppo i ntment of  a p r o j ect chief execut i ve t o  act  

a s  a bu f f e r  between the Chief Execut i ve of  Euro tunne l and 

Tr ansmanche L i n k  had been expec ted to be an end t o  the 

matter but there had s t i l l  been some l a s t  m i nute 

b r i nkma n s h i p  before t he matter had f i na l ly been reso l ved . 

The Gove r no r  s a i d  t h a t  he had o f f e red cont i nued he l p  i f  

a b s o l u t e l y  neces s a ry but hoped t h i s  wou ld not be needed . 

The Governor p a i d  t r i bute to t he Deputy Gove rnor on h i s  l a s t  

appea r ance a t  Cou r t  of  wh i c h  h e  had been a Member f o r  fourteen 

yea r s . He s a i d  t h a t  t he repu t a t ion o f  the Deputy Gove r no r  i n  

banking and f i nanc i a l  ma t t e r s  had been second t o  none both i n  

the Un i ted Ki ngdom and i nternat iona l ly a nd t h a t  t h e  B a n k  wou ld 

m i s s  his  pre sence very much i ndeed . 

The Governor ment i o ned that S i r  Wi l l i am Kesw i c k  who w a s  a 

Non Execut ive D i rector of the Bank f rom 1 9 5 5  to 1 9 7 3  had d i ed 

t he age o f  8 6 .  
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3 7  

4 Mr Kent i nfo rmed Cou rt t h a t  the Stock Exchange was 

propos i ng a maj o r  rest ruct u r i ng t o  e s t a b l i s h three 

D i v i s i o ns each with a Management B o a rd . He had been 

i nv i ted to j o i n  the Board of t he Set t l ement D i v i s ion of 

the Stock Exchange and w i t h  Cou r t ' s  consent wou ld w i s h  

to do so . 

Cou rt ag reed thereto . 

At t he Governor ' s  i nv i t a t i on :

1 The Deputy Gove rnor spoke i n  t e rms he had used e a r l i e r  

t h a t  d a y  a t  Comm i t tee o f  Treasury about t h e  B a nk ' s  

i n t e r i m  p ayment i n  l i eu o f  d i v i dend to HM Trea s u ry . 

The propo s a l  f o r  a p ayment of £ 3 5 . 5  mi l l i o n  to be made 

on 5 Ap r i l ,  pursuant to Sect ion 1 { 4 }  of the Bank of 

Eng l and Act 1 9 4 6 ,  was app roved . 

2 Mr Ha r r i s  i n t r oduced a Minute of the Comm i t tee o f  

Treasury,  r e l a t i ng t o  t he succes s i on o f  M r  J G D r a ke ,  

the Chief  Reg i s t r a r . I t  was ag reed t h a t  w i th e f fect 

f r om 11 July 1 9 9 0 :

D A BRI DGER ( 5 2 )  be appoi nted 

A Sen i o r  Of f i c i a l  and C h i e f  Reg i s t r a r  a nd 

a Deputy Chief  Reg i s t r a r  C h i e f  Accountant , and 

be p r omo ted f rom 

Po i n t  C to Po i n t  B .  

B e f o r e  i nv i t i ng S i r  Ad r i an Cadbu ry t o  p resent the Repo r t  o f  the 

Trus tees o f  the Cou rt Pens ion Scheme , the Governor men t i oned h i s  

a c t u a l  and t h e  Deputy Gove rno r ' s  and Mes s r s  Wa l ke r ,  Qu i n n ,  

F l emmi ng , Crockett and Co leby ' s  potent i a l  i nt e r es t . The 

Repo r t , a nd in p a r t i c u l a r  the recommend a t i on conce rn i ng an 

exten s i o n  to Rule 1 2 ( e )  r e l a t ing to death i n s e rv i ce bene f i t ,  

w a s  app roved . 

W i t h  refe rence to a Minute of 2 5  Janu a r y ,  S i r  Ad r i an Cadbu ry 

remi nded Cou r t  that  it had been ag reed t h a t  S i r  Geo rge B l unden 

s hou l d  be g r anted such pens ion as to ensure t h a t  h i s  pen s i o n  

f rom a l l  sources amounted to two t h i rd s  o f  f i n a l  remune r a t ion . 

I t  had been hoped that the I n l a nd Revenue wou ld have permit ted 
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Unde r t he week ly execut ive repo r t :

1 Mr Kent ment i o ned that j u s t  ove r a ye a r  ago Cou r t  had been 

i nf o rmed of p l ans f o r  the re equ i pment of t he P r i nt i ng 

Wo rks . These had i nc luded a f i n a l  deve lopment phase and 

p r oduc t i on t r i a l  o f  the SNOW mach i n e .  The resu l t s  had 

been d i s appo i n t i ng and t he Debden Commi t tee had recommended 

t h a t  there shou ld be no f u rther expend i t u r e . Acco r d i ng ly ,  

i t  had been dec i ded to s c r a p  t he exi s t i ng SNOW p r o j ect and 

cancel  the o rder for a two note wide mac h i ne f rom 

Mo l i ns PLC . Th i s  marked the end of ma j o r mach i nery d e s i g n  

a nd deve lopment b y  the P r i nt i ng Wo rks . 

2 W i t h  refe rence to a Minute o f  1 March , the Deputy Governo r 

s poke about t he new a r r angements that  had been ag reed f o r  

D i recto r s ' v i s i t s  to B r a nches a n d  o f f i ces . These had been 

cons i de red in l i ght of the undue impo s i t ion the exi s t i ng 

ones p l aced on t he Non Execut i ve D i recto r s . Wh i l s t  

Non Execut ive D i rect o r s  wou l d  s t i l l  be we l come , and i ndeed 

encou r aged to cont i nue , to unde rt ake v i s i t s when they were 

a b l e  t o  do so , these wou l d  be supp l emented by v i s i t s by 

Execut i v e ,  Assoc i a t e  and As s i s t ant D i rec t o r s  as we l l  as by 

Sen i o r  Of f i c i a l s . T h i s  wou ld mean that i t  wou ld be 

p o s s i b l e  f o r  an i nc rea sed number of v i s i t s to be unde r t a ken 

each yea r .  These a r r angemen t s  shou ld enable membe rs of 

the s t a f f  t o  get to know sen i o r  s t a f f  f rom other p a r t s  o f  

the B a n k  a s  we l l  a s  f o s t e r i ng t h e  concept o f  a s i ng le Bank . 

3 The Governo r s poke about the pre ECOF I N  mee t i ng he had 

a t t ended the previ ous weekend a t  Ashford C a s t l e  i n  I re l a nd .  

At the Gov e r no r ' s  i nv i t a t i on Mr Tayl o r  i n t roduced a paper on 

the med i um t e rm p r o s pects for i nv i s i b l e  e a r n i ng s . 

,(! 1-i . J ?: �c�-
1:2 4-Jr-.-;1 11i ,:) 
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Unde r  t he weekly execut ive repo r t  t he Deputy Governo r spoke 

about the s i tu a t ion conce r n i ng B r i t i s h  and Commonwea l th Ho l d i ngs 

who had c a l led in admi n i s t r a t o r s  a t  At l a n t i c  Compute r s , the i r  

computer l e a s i ng subs i d i a ry .  The re was a r i s k  the problem 

cou ld a f fect the G roup as a who le i nc l uding the i r  wo r ld wide 

f o r e i g n  exchange , gove rnment secu r i t i e s  and moneyb r o k i ng 

ope r a t i ons as we l l  as the i r  th ree autho r i sed i ns t i t u t i o n s  under 

the Banki ng Ac t .  Our immed i a te concern was the potent i a l  

d i s turba nce t o  the funct i o n i ng o f  the marke t s  i f  conf idence i n  

t h e  braking ope r a t i ons shou ld f a i l .  However , t h e  ma j o r 

c r ed i t o r  banks s aw i t  i n  the i r  own i nterests  to l e ave t he i r  

c red i t  l i nes i n  p l ace and t o  cont i nue t o  support the company 

thus prov i d i ng an es sent i a l  e l ement o f  conf idence . The Bank 

had a t tended the mee t i ngs o f  the cred i to r  banks , that had t a ken 

p l ace the previous weekend , a s  an  observe r .  Our d i rect 

i nvo l vement had been l imi ted to a pub l i c  s t a t ement s a y i ng that 

a s  f a r  a s  we were aware ( fo r  we were one o f  many regu l a t o r s )  

B r i t i s h and Commonwe a l t h ' s  t r a d i ng companies were t r a d i ng 

no rma l ly and i n  accord ance w i t h  regu l a t o r y  requ i rement s .  Ou r 

r o l e  had es sent i a l ly been a l imi ted one . The comp a n i e s  

conce rned w e r e  cont i nu i n g  to t r ade no rma l l y .  Mr Wa l ke r  

commented t h a t , a l though t h e  s t ructure o f  banking and secur i ty 

superv i s i o n  was rega rded by some as comp lex ,  the B r i t i s h and 

Commonwe a l t h c o l lege of superv i s o r s  had been c a l l ed together by 

the Bank and had wo rked toge the r e f f e c t i v e l y  and we l l .  
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2 Mr F lemming spoke about the Ove rseas Tr ade Figures f o r  March 

which had been pub l i s hed the previous day . 

3 Mr P l ende r l e i t h  spoke about the f o r e i g n  exchanges and t he 

dome s t i c  market s .  

4 Mr F l emming presented t he Economic Repo r t  f o r  Ap r i l .  

5 I n  i n t roduc ing the regu l a r  mont h ly d i scuss ion o f  mone t a ry 

p o l i c y ,  Mr Co l eby s a id t h a t  MO had increa sed by 0 . 2% du r i ng 

the month and currency i n  c i rcu l a t i on by 0 . 3 % ,  t a k i ng the 

s e a sona l ly ad j usted annua l i sed r a tes for s i x  and t h ree 

months both substant i a l ly be low the yea r on ye a r  f i gu res . 

Howeve r  one shou ld not d r aw too much comf o r t  f rom t h i s  

because o f  the known unce r t a i n t i e s  o f  s e a s ona l ad j u s tment . 

The f i gures f o r  the cur rent month , Ap r i l ,  wou ld s how an 

i nc re a s e  i n  t he o rder o f  1% o r  mo re f o r  bo t h  MO and cur rency 

in c i rcu l a t i o n ,  t a king the l a t te r ' s  i nc re a s e  year on-yea r to 

a round 7% . The t iming of E a s te r ,  l at e r  t h i s  ye a r  t h a n  

l a s t , m i g h t  have been i nadequ a t e l y  ref l ected i n  t h e  s e a s o n a l  

ad j u s tment . 

So f a r  as broad money and c red i t  was conce r ned , the f i gures 

for March , an  end qu a r t e r  mont h ,  showed less o f  a s p i ke than 

in recent quarter months thus reduc i ng the g rowth r a t e s  over 

3 ,  6 and 1 2 months . It was d i f f i cu l t  t o  j udge wha t 

g rowt h  r at e s  o f  broad money and cred i t  were cons i s tent w i t h  

fu l f i l l i ng the obj e c t i ves o f  po l i cy . Recent r e s e a rch i n  

t he Bank h a d  iden t i f ied a r e l a t i o n s h i p  between broad money 

a nd persona l wea l t h .  Du r i ng the p a s t  yea r  persona l we a l th 

had ceased to g row a s  evidenced by a f l a t teni ng off  o f  

house p r ices so some dec l i ne i n  b r o a d  money ho l d i ng s  

shou ld b e  looked f o r . Howeve r ,  t he r a t e  of dec l i ne 

rema i ned uncer t a i n .  The l end i ng f i gures f o r  the f i r s t  

q u a r t e r  o f  t he yea r  showed t h a t  i ndus t r i a l  a n d  comme rc i a l  

comp a n i es , recent ly heavy net bo r rowe r s , had i n  p r a c t i ce 

bu i l t  up the i r  bank depos i t s  and were s c a rc e l y  net bor rowe r s  

a t  a l l . The mo s t  no t i ceable f e a t u r e  o f  the l end i ng 

component s  was the s t rength of mo r t g a ge lend i ng ,  mo re so f o r  

bu i ld i ng s o c i e t i e s  than f o r  banks . A l l  i n  a l l  the money 

f i gures suggested that p rogress was b e i ng made in the r i ght 

d i rec t i on . 
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A s  M r  F l emming had s a i d ,  the Bank ' s  a s s e s sment was t h a t  the 

ad j u s tment in the rea l economy was cont i n u i ng 

s a t i s f ac to r i ly ,  w i t h  t he March reta i l  s a les f i gure h a v i ng 

a l l ayed concern about a rev i v a l  i n  consump t i o n . The 

uns a t i s f ac t o ry feature , however , was t he l a c k  of a 

f avou r a b l e  feed t hrough to i n f l a t i o n . A f i rm exchange rate 

w a s  the mo s t  nec e s s a ry i ng red i ent f o r  cont a i n ing i n f l a t i o n :  

i t  w a s  cur rent l y  t o o  low , but probably could n o t  b e  improved 

by a change in interest rates . Nevertheless  f u r ther 

dec l i ne cou ld b r i ng it t o  a point where a response wou l d  be 

needed . 

Du r i ng t he d i scuss ion which f o l l owed , a t tent i on f ocused 

ma i n ly on t he level of i n f l at i o n ;  t he l ack of impact so f a r  

o f  t h e  obv ious cutback i n  demand; and the i nev i t a b l e  e f f ect 

that r i s i ng i n f l a t i on wou ld have on wage demand s . The 

que s t i o n  o f  t he components cons t i tu t i ng the UK ret a i l p r i ces 

i ndex , in comp a r i son w i t h  those o f  other European count r i es , 

w a s  cons ide red and t he po l i t i c a l  problems of m a k i ng any 

change in t h i s  a rea were ac know ledged . 

Ad� @�  l'f'to 
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A COURT OF D I RECTORS AT THE BANK 

THURSDAY 3 MAY 1 9 9 0  

Present 

Edwa rd Alan John George , Esq,  Deputy Gove rnor 

S i r  Geo rge Ad r i a n  Hayhu r s t  Cadbury 

The Hon S i r  John F r a nc i s  Ha rcou r t  B a r i ng ,  KCVO 

Anthony L au r i e  Co l eby , Esq 

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

S i r  Co l i n  Ross Corness 

And rew Dunc an Crocke t t , Esq 

John S t anton F lemm i ng , Esq 

Gav i n  Harry L a i rd ,  Esq,  CBE 

B r i a n  Qu i n n ,  Esq 

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

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

Pend a re l l  Hugh Kent , Esq 

Ian P l ende r le i t h ,  Esq 

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

app roved . 

4 9  

I n  comment i ng o n  the week ly f i gures , Mr Q u i nn d rew a t te n t i o n  to 

the i nc re a s e  in t ime depo s i t s  i n  the Banking Depa r tment ' s  

l i ab i l i t i es . Th i s  i nc luded the rec e i p t  o f  a depo s i t  f rom 

B r i t i s h and Commonwea l th t a ken because of the d i f f i cu l ty the 

comp any had expe r i enced in f i nd i ng an a l t e r na t i ve banker not 

i nvo l ved w i t h  the company as a c red i to r . The re w a s  a potent i a l  

r i s k t o  the Bank a s  a cons t ruc t i ve t rustee i f  the funds shou ld 

be m i s a pp l i ed by the company and we were t a k i ng such steps a s  we 

cou ld to m i n i m i s e  that  r i s k .  
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Mr Quinn a l so commented on t he substant i a l  increase i n  t he 

B a n k i ng Depa r tment ' s  ma r ket advances which was accounted f o r  by 

an advance of some £ 2 9 0  mn to Shepp a rd s  Moneyb roke rs f o l l ow i ng 

t he theft of Treasury B i l l s  and Ce r t i f i c a tes o f  Depo s i t  f rom 

t hem t he prev i ous day . W i t hout t he advance Shep p a rd s  wou ld 

have been unable to cont i nue t r a d i ng and there cou ld have been 

s e r ious repercu s s ions f o r  the i r  p a rent , t he Di scount House 

C a t e r  Al l e n ,  a nd for the London markets . The re was a r i s k  to 

the B ank that the sto len i ns t ruments might be p r esented in 

c i rcums t a nces i n  wh ich they wou ld have to be p a i d . Howeve r ,  

steps had been t a ken t o  minimise that r i s k  w i t h  a l l  banks i n  

London be i ng c i rcu l a r i sed w i t h  det a i l s  o f  t he s t o l e n  i n s t rument s 

w i t h i n  ha l f  an hour o f  the theft and ove r s e a s  cent r a l  banks 

subsequen t l y  a l so adv i sed . Dup l i c a t e  i n s t ruments wou ld a lmo st 

c e r t a i n ly be i s sued against an i ndemn i ty f rom Sheppa rds 

Moneyb rokers in wh i c h  the Bank , a s  t he i r  banke r s , wou ld be 

j o i ned . Therea f t e r  t he Bank ' s  loan wou ld be rep a i d  but a 

cont i ngent r i s k  wou ld rema i n  unt i l  a l l  t he i n s t ruments exp i re :  

s ome we re a l ready out o f  d a te and others were payable i n  the 

n e a r  future , thus redu c i ng t he r i s k .  

I n  conc l u s i o n  M r  Qu i nn s a id that t h i s  inc ident had unde r l i ned 

the need f o r  a mo re modern compu t e r i sed sys tem f o r  money market 

i n s t ruments to reduce the r i s k  o f  t h i s  s o r t  of p r o b l e m .  The 

Cent r a l  Moneym a r kets O f f i c e ,  wh i ch it i s  p l a nned shou ld s t a rt i n  

t h e  autumn , w a s  intended to d o  j us t  that . 

Mr Co leby s poke about the f o r e i g n  exchanges inc l ud i ng the 

Of f i c i a l  Reserves f i gures for Ap r i l ,  and the s t a t e  of the 

domes t i c  markets . 

There we re no i tems f o r  d i scu s s i o n  under the wee k l y  execu t i v e  

repo r t . 

A l e t t e r  f rom Mes s r s  Fres h f i e lds was submi t ted , together w i t h  a 

document to be s e a l ed ,  namely a Deed of Change o f  Trustees 

appo i n t i ng Sir B r i an Co rby a Trustee o f  the Cou rt Pen s i o n  

Scheme . 

Cou r t  app roved thereof and ORDERED that t he document i n  que s t i o n  

b e  sea led w i t h  t h e  common Sea l  o f  t he Bank . 

 
Bank of England Archive (G4/217)



 

A t  the Deputy Governo r ' s  i nv i t a t ion :

1 S i r  John B a r i ng presented a Repo r t  of t he Comm i t tee t o  

cons ider the Secu r i t i es o f  Cert a i n  Funds , wh ich was approved . 

2 S i r  B r i a n  Co rby i n t r oduced the Head o f  Pe r sonne l D i v i s ion ' s  

Annu a l  Repo rt on S a l a ry Po l i cy and Benef i t s . A f t e r  Mr H a r r i s  

h a d  commented on t he Repo rt i n  g re a t e r  det a i l ,  i t  w a s  l a i d  

be f o r e  Court . 

3 Mr Crockett p resented a paper ent i t l ed F i n a nc i a l  

Dev e l opments i n  E a s t e r n  Europe . The pape r , wh i c h  had been 

p repa red by the Bank and submi t ted to the Treasury and C i v i l  

Service Commi t tee , i nves t i g a ted the I nt e r n a t i o n a l  Mone t a ry 

a r r angements w i t h  regard to E a s t e r n  Europe . Du r i ng the 

d i s c u s s i o n  which f o l l owed a t ten t i o n  focussed on t he . l ack o f  

enthus i a sm on the p a r t  o f  UK inve s t o r s  to pur sue the potent i a l  

i n  E a s t e r n  Europe and i t  was suggested t h a t  t he Bank might t ake 

t he i n i t i a t ive i n  d r aw i ng t h i s  to t he attention of the f i nanc i a l  

s e rv i ce s  secto r .  

4 Mr Flemmi ng p resented t he Economic Comment a ry s e c t i o n  f rom 

the May ed i t i on of the Qua r t e r l y  Bu l l et i n .  

� '-tqr � 
��+� �� 
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2 The Commi t tee noted t h a t  S t a t ement Accoun t i ng P r a c t ice 2 4  

a p p l ied f o r  t he f i r s t  t ime t o  t h e  Account s ,  t he e f fect o f  

w h i c h  was to reduce t he pen s i o n  c o s t  f o r  the ye a r  by 

£ 7mn . Thi s  reduc t i o n  was on t he s u r p l u s  i n  the Fund as a t  

1 M a r c h  1 9 8 9  a n d  conserv a t ively e s t imated a t  £ 1 0 0mn .  A 

f u l l  actu a r i a l  va l u a t i o n  as at 2 8  Feb r u a ry 1 9 9 0  w a s  i n  

p r o g r e s s  a t  t he moment . The a s sump t ions s hown i n  the 

pub l i s hed Account s wou ld be the d i f f e rent i a l s  rather than 

the actu a l  r a t e s . 

3 The Commi t tee had noted that ce r t a i n  equi pment a s s oc i a ted 

w i t h  t he Snow Proj ect at the P r i n t i ng Wo rks had been 

w r i t ten o f f . They had not been happy w i t h  t he use of t he 

t e rm " redundant mac h i nery" i n  t h i s  connect i o n ,  which t hey 

f e l t  cou ld be m i s i nt e r p reted , and had subs t i tuted 

"mach i ne ry not requi red f o r  p roduct i o n " . 

4 The Comm i t tee a l s o  sugges ted two other amendment s . I n  

Note 1 5  t h e  f i r s t  sent ence o f  t h e  second p a r a g r aph be 

amended to read " There were no other t r an s a c t i ons t h a t  

wou ld b e  requi red to b e  shown under t h e  p r ov i s ions o f  the 

Comp a n i e s  Act 1 9 8 5 " . And on page 31 o f  t he Repo r t  and 

Accou n t s  t he Commi t tee had suggested the head ing " Cu r rent 

Cost Account s "  be i ns e r t ed a l though these we re no longer 

audi ted . 

5 The Commi t tee sugges ted that some men t i o n  be made i n  t he 

D i recto r s ' Rep o r t  o f  t he l o s s  on g i l t s ' t r a n s a c t i ons , which 

was l a rg e r  t h a n  i n  recent memo ry . 

6 Cons i d e r a t i o n  had been g i ven as to whether o r  not ment ion 

shou ld be made o f  the t he f t  o f  money market i n s t ruments 

f rom Shepp a rd s  Moneybroke rs Limi ted . They had concluded 

t h a t  the l i ke l i hood of the Bank ' s  cont i ngent l i abi l i ty 

c rys t a l l i s i ng was so remote as not to requ i re ment i o n . 

Fu r t he rmo re such a l i abi l i ty was not no rma l ly repor ted a s  a 

p o s t  b a l a nce sheet event . 

The Deputy Governo r then obt a i ned the a g r eement o f  Court to the 

v a l u a t i o n  of u n l i s ted inves tments in  Note 1 2  of the Accounts 

and , a s  s t ated i n  Note 13 , t h a t  t he account s o f  Mi no r i e s 

F i n a nce Ltd s hou ld not be conso l id a ted i nto t he Bank ' s  Account s .  
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Cou r t  a l s o  approved the send i ng o f  a letter  o f  represent a t i o n  

to t h e  Bank ' s  Aud i t o r s  s t a t i ng t h a t  t he D i rectors con f i rmed t he 

Account s g ave a t rue and f a i r  v i ew .  

The Deputy Gove rnor went o n  t o  say that a yea r  ago i t  had been 

ag reed that the Accounts , h a v i ng been exami ned on Court ' s  

beha l f  by t he Aud i t  Commi ttee , shou ld be p l aced be f o r e  Cou r t  

f o r  approv a l  on l y . Howeve r  h a v i ng d i scus sed t h i s  w i t h  

Comm i t t ee o f  Treasury e a r l i e r  i n  t he d ay i t  had been ag reed 

t hey s hou ld be l e f t  on the t a b l e  unt i l  next week when f o rma l 

approv a l  wou ld be sought . 

At the Deputy Gove rno r ' s  i nv i t a t i o n :

1 Mr Qu inn s poke about t he Banking Act Repo rt f o r  1 9 8 9 / 9 0  

wh i ch w a s  due f o r  pub l i c a t ion on 2 3  May , the s ame d a y  a s  

t h e  Annu a l  Repo r t  a n d  Accounts o f  the Bank . 

W i t h  refe rence to a Minute o f  1 3  Ju ly 1 9 8 9 , Mr Qu i nn then 

repor ted to Cou r t  the names of those to whom the B a nk ' s  

powe rs to p r o secute under t he Banking Act 1 9 8 7  were 

d e l e g a ted and the occ a s i o n s  on whi ch these powe r s  had been 

exerc i sed . 

2 Mr F lemm i ng s poke a bout the May e d i t i o n  o f  t he Qu a r t e r ly 

Bu l le t i n  and the l a t e s t  ed i t i o n  o f  the Bank B r i e f ing , both 

of wh i c h  were due to be pub l i shed l a t e r  that day . 

z. A . J. C,� v ·  
/ 7  ttr /  191 o  
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 17 MAY 1 9 9 0  

Present 

The Rt Hon Robe r t  Leigh Pemberton , Gove rno r 

Edwa rd A l an John Geo rge , Esq , Deputy Gove rno r 

Dr D a v i d  Va lent i ne Atterto n ,  CBE 

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

S i r  Geo rge Ad r 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 S t a nton F l emmi ng , Esq 

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

P r o f e s s o r  Mervyn A l l i s te r  K i ng 

S i r  Hect o r  La i ng 

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

Pend a re l l  Hugh Kent , E s q  

I an P l ende r l e i t h ,  E s q  

 

T h e  M i nutes o f  t h e  l a s t  Cou r t , h a v i ng been c i rcu l a t ed ,  were 

app roved . 

There be ing no commen t s  on the wee k ly f i g u re s ,  Mr P l ende r le i t h  

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

ma r ket s . 

Under the weekly exec u t i ve repo r t : -b 1 W i t h  refe rence to a Minute of  t he previous wee k ,  the Deputy 

Governor s a id t h a t  there had been further deve l opment s  on two 

f ronts f o l l ow i ng the the f t  of Treasury B i l l s  and Cert i f i c a t e s  of  
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Depo s i t  f rom Sheppards Moneybroke r s . Fi r s t ,  t h e r e  h a d  been 

a t temp t s  to nego t i ate some of t he s t o len i n s t ruments wh ich the 

Po l i ce were p u r s u i ng : i n  p a r t i c u l a r  one Ce r t i f i c a te o f  Depo s i t  

had been p r e sented f o r  payment i n  Scot l a nd a n d  w e  u nd e r s tood 

that the person conce rned , who was not t hought to be t he 

o r i g i n a l  t h i e f , had been a r res ted . As a r e s u l t  o f  these 

i nc i dent s ,  the Bank had renewed the w a r n i ngs g i ven prev ious l y  

a nd p roposed to pub l i sh t he numbe rs o f  t he s t o len i ns t ruments in  

the p res s . 

Second , a l though t he i ndemn i ty was s t i l l  not i n  p l ace and the 

unsecured l o a n  rema i ned out s t a nd i ng , the i n s u r ance a r r anged by 

Shep p a rd s  was now thought to be ope r a t i v e . Howeve r ,  our  

l awye r s  were conce rned that i n  the event o f  Shepp a rds ceas i ng to 

t r ade , funds p a i d  under i ndemn i ty and t he p roceeds f rom the 

i n s u r ance po l i cy might be c aught in the gene r a l  poo l a g a i n s t  

wh i c h  c l a ims f rom a l l  c red i t o r s  wou ld b e  made . The l awye rs 

were now cons i d e r i ng an a l ternat ive st ructure whereby p ayments 

u nder the i ndemn i ty wou l d  be made d i rect to the c l a imant and the 

i nsur ance wou ld be t a ken out d i rect ly by t he Bank the reby 

overcoming t h i s  potent i a l  problem . 

2 The Gove rnor conveyed to Cou r t  the apprec i at i on o f  t he 

membe r s  o f  the Spo r t s  Club f o r  the B a nk ' s  cont i nued support o f  

t h e  C l u b ,  w h i c h  h a d  been expressed at  thei r Annu a l  Gene r a l  

Mee t i ng on 2 3  Ap r i l .  

3 The Gove rnor then s poke about a number o f  mee t i ng s  he had 

a t t e nded a nd d i scu s s i ons he had dur i ng the previous two weeks 

du r i ng h i s  v i s i t s  to  the USA and Canad a ,  at a Confe rence i n  

S a l z bu rg o r g a n i s ed by Sa lomon Bro s ,  and mo st recent l y  i n  B a s l e . 

W i t h  r e f e rence to a Minute of the previous wee k ,  the Gove rnor 

spoke about the B a nk ' s  Annu a l  Repo r t  and Accounts and i nt roduced 

a Recommenda t i on that the Accounts f o r  the ye a r  ended 

28 Feb r u a ry 1 9 9 0  be app roved and s i gned ; and that the Annu a l  

Repo r t  and Accounts o f  the Bank f o r  the ye a r  ended 2 8  Feb rua ry 

1 9 9 0  be p r i nted and i s sued . Cou r t  ag reed thereto . 

The Gove rno r t hen repo rted that a further p ayment i n  l i eu o f  

HM T r e a su ry on 5 October i n  acco rdance w i t h  t h e  e s t a b l i shed 

f o rmu l a .  Cou r t  were content . 

bd i v idend o f  £ 3 7 . 3  mi l l i on wou ld f a l l  due f o r  p ayment to 

 
Bank of England Archive (G4/217)





A COURT OF D I RECTORS AT THE BANK 

THURSDAY 24 MAY 1 9 9 0  

Present 

The Rt Hon Robe r t  Leigh Pembe r ton , Gove rno r 

Edwa rd A l a n  John George , Esq , Deputy Gove rno r 

Dr D a v i d  Va lent i ne Atterto n ,  CBE 

Anthony L au r i e  Coleby , Esq 

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

And rew Dunc an C rocket t ,  Esq 

John St anton F l emm i ng , Esq 

Professor Me rvyn A l l i s t e r  K i ng 

B r i an Qu i n n ,  E s q  

S i r  D a v i d  Ge r a ld Scho ley,  CBE 

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

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

Pend a re l l  Hugh Kent , Esq 

Ian P l ende r l e i t h ,  Esq 

5 9  

The M i nutes o f  t he l a s t  Cou r t , having been c i r c u l ated , were 

app roved . 

I n  comment i ng on the weekly f i gures and w i t h  refe rence to a 

M i nute o f  the p r ev i ous wee k ,  Mr Qu i nn s a i d  t h a t  the unsecu red 

l o a n  to Sheppa rds Moneybroke rs s t i l l  rema i ned o u t s t and i ng . The 

B a nk was cont i nu i ng to t ry to put in p l ace a r r angement s  w i t h  

Sheppa rds to g e t  dup l i c a t e  i n s t ruments i s sued whi l e  at  t h e  s ame 

t i me p rotec t i ng t he Bank f rom any r i s k  of lo s s . The 

negot i a t i ons were comp lex and not yet comp lete but should be 

f i na l i sed s h o r t l y .  
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6 0  

Fu rther i nf o rma t i on recei ved s i nce l a st  week sugges ted that 

cer t a i n  i n s t ruments i n  the s t o len package have found t he i r  way 

i nto t he hand s  of  profes s i ona l c r imina l s .  The p o l ice were 

pursu i ng these leads act ively . 

Mr Col eby s poke about t he f o r e i g n  exchanges and the s t a t e  of the 

dome s t i c  market s . 

The re were no i tems f o r  cons idera t i on under t he wee k l y  execut ive 

repo r t . 

The Governo r then i nv i ted Mr Ha r r i s ,  the Cha i rman o f  the 

Trustees o f  the S t a f f  Pens ion Fund , to present a Repo r t  of the 

S t a f f  Comm i t tee on t he i nc re a s e  to be awa rded i n  pens i o ns a nd 

a l l owances payable f rom t he S t a f f  Pens ion Fund w i t h  e f f ect f rom 

1 Ju ly 1 9 9 0 .  In d o i ng so he ment i o ned to Cou rt that S i r  Ma r t i n  

J acomb , i n  suppo r t i ng the recommend a t i o n  i n  S t a f f  Commi ttee , had 

nev e r t h e l e s s  que s t i oned the wi sdom of t he i ndex a t i o n  of  t he 

bene f i t s  o f  t he S t a f f  Pens i o n  Fund . The recommenda t i o n s  

conta i ned i n  t he Repo rt w e r e  approved . 

The Governor h a v i ng dec l a red h i s  and Mr Wa lker ' s  actu a l  i nterest 

in the Cou r t  Pens i o n  Scheme , and t he potent i a l  i nterest o f  t he 

Deputy Governor and Me s s r s  Q u i nn , Flemm i ng , Crocke t t  a nd Co l eby , 

i n v i ted Dr Atterton , i n  the a bsence o f  S i r  Ad r i a n  C adbu r y ,  the 

Cha i rman of the Trus tees of the Cou rt Pen s i o n  Scheme , to 

i n t roduce a M i nute of the Commi ttee of Treasury recommend i ng 

i nc re a s e s  i n  the pens ions a nd a l l owances i n  payment to fo rme r 

Gove rno r s  and Execu t i v e  D i rectors and to t he widows o f  a fo rmer 

Gove rnor and f i ve fo rme r Execut i ve D i recto r s , w i t h  e f fect f rom 

1 Ju ly 1 9 9 0 . The Minute was app roved . 

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

 Dr Atterton i n t roduced a Repo r t  o f  the Cha r i t a b l e  Appe a l s  

Commi t t ee and d rew atten t i on t o  t he cont i nu i ng i nc re a s e  i n  

the number o f  appea l s  recei ved by the Bank . A 

recommend a t i on cont a i ned i n  t he Rep o r t  that t he cont r i but ion 

to the N a t i on a l  Counc i l  f o r  Vo lunt a ry Org a n i s a t i ons shou ld 

rema i n  at  £ 6 , 0 0 0  f o r  the yea r  1 9 9 0 / 9 1  was approved . 
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6 4  

2 Mr F l emm i ng commented on t he Ove r se a s  Tr ade F i gu res f o r  

Ap r i l  wh ich had been pub l i shed on Wedne sday 2 3  M a y  and 

went on to speak about the Economic Repo r t  f o r  May . 

Du r i ng the d i scu s s i o n  wh i c h  f o l lowed i t  was ag reed that 

it wou ld be h e l p f u l  for Court to cons ider t he 

approp r i ate economi c  cond i t ions under wh i c h  s t e r l i ng 

should j o i n  the Exchange R a t e  Mechan i sm ,  i n  ant i c i p a t ion 

o f  the Bank ' s  adv ice be i ng sought by Gove rnment . 

3 I nt roduc i ng the regu l a r  mont h l y  d i scu s s i o n  on mone t a ry 

p o l i cy ,  Mr Co l eby s a i d  that t he monet a ry d a t a  f o r  Ap r i l  

g ave cont radictory s i gna l s .  MO had i nc re a s ed by 1 . 7% 

on the month and 7 . 3% yea r on yea r ,  we l l  above t he 

t a rget r ange o f  1 5% . Cur rency i n  c i rcu l a t i o n  had a 

s i m i l a r  twe l ve month g r owth r a te . I n  both c a ses , t h i s  

was a bout 1% h i gher t h a n  at  t he end o f  the previous 

month . It  was d i f f icu l t  to i nterp ret this st rong 

g rowth o f  na r row money , which seemed to be at v a r i ance 

w i t h  other da t a ,  but it was c l e a r ly a wa r n i ng 

s i gn a l .  

B r o a d  money and s te r l i ng l e nd i ng on t he other hand gave 

a mo re comf o r t i ng mes s age . M4 ' s  g rowth on the month of 

0 . 6% was the lowest f i gu re for some whi l e . I t  took the 

ye a r on ye a r  i nc re a s e  to 1 7 . 4% ,  back to t he pos i t i on of 

the previous autumn , w i t h  the s ho r ter per i od g rowth 

r a tes i mp ly i ng a f u r t he r  dec l i ne .  Thi s  imp res s i on was 

suppor ted by the M4 l end i ng f i gures of under £4 bn on 

the mont h ,  ea s i ly the lowest for some cons i d e r a b l e  

t i me .  The l i ke l i e st exp l anat i o n ,  wh ich he endo r sed , 

was that c a s h f low pressures were c a u s i ng the corporate 

sector to cut back,  i nd i c a t i ng that our po l i cy was 

b i t i ng . An a l te rn a t i v e  exp l a n a t i o n  o f f e red by some 

comment a t o r s  was that there was no rea l c a s h f low 

p ressure in the corporate sector but ev idence f rom the 

rea l economy d i d  not support that v i ew .  B o r rowi ng by 

persons , p a r t i cu l a r ly f rom bu i ld i ng s o c i e t i e s had been 

uncomf o r t a b l y  st rong t h i s  yea r  but cou ld be expec ted to 

f a l l  back f o l lowing a dec l i ne in the rate of bu i ld i ng 

soci ety commitment s .  Neverthe l e s s , the st rength o f  

consume r demand rema i ned a source o f  potent i a l  conce r n ,  
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Mr P lende r l e i t h  spoke about t he f o r e i g n  exchanges i nc l ud i ng the 

O f f i c i a l  Reserves f i gures for May , and the s t a t e  of the dome s t i c  

market s . 

Under the wee kly exec u t i ve repo rt :

l W i t h  refe rence to a Minute o f  1 9  Apr i l  the Deputy Gove rno r 

brought Cou rt up to date i n  t he matter of B r i t i s h  and 

Commonwe a l t h .  Fo l l ow i ng the f a i l u r e  o f  the maj o r  

c red i to r  banks o f  the B r i t i s h  and Commonwe a l t h  G roup to 

p rovide a l i qu i d i ty suppo rt f ac i l i ty for B r i t i s h  and 

Commonwea l t h Merchant Bank ( BCMB ) , t he top company i n  the 

g roup , B r i t i s h  a nd Commonwe a l th p l c ,  and i t s  f i nance and 

c a p i t a l  subs i d i a r ies had been p l aced in the hands o f  

Admi n i s t r a t o r s  t h e  previous weekend , together w i t h  

BCMB . 

The Bank had a number of sepa r a t e  i nt e r e s t s  i n  B r i t i s h  and 

Commonwe a l t h ,  which had become an ext reme ly comp l i c a ted 

f i nanc i a l  g roup . The p r i nc i p a l  interest was i n  t he 

broking compan i e s , which had a maj o r  pres ence i n  many 

impo r t a nt f i nanc i a l  ma rke t s  th roughout the wo r ld .  We 

were p a r t i cu l a r ly conce rned so f a r  as po s s i b l e  to avoid 

m a r ket d i s t u r bance ; and t h i s  was the ma i n  reason why we 

made a suppo r t ive s t a tement when the problems of t he 

B r i t i sh and Commonwe a l t h  Group and At l a n t i c  Compu t e r s  

eme rged ove r t h e  ia s t e r  weekend . I n  p r ac t i c e  the t r a d i ng 

companies  had cont i nued to ope r a t e  no rma l ly i n  the 

i n t e rvening pe r i od and had been kept out o f  the 

admi n i s t r a t i o n  proce s s . Our hope was that t hey could 

pass reasonably quickly i nto the hands o f  new owne rs and 

cont i nue to t r ade succe s s f u l ly .  

We a l so had a n  i nterest i n  the banking ent i t i es w i t h i n  the 

B r i t i sh & Commonwe a l th Group , i n  p a r t i cu l a r  BCMB . As 

supe r v i s o r s  we were ent i re l y  s a t i s f i ed as to the c a p i t a l  

and l i qu i d i ty po s i t ion o f  t h i s  Bank . But i t  wou ld have 

needed to be a lmo s t  tot a l ly l i qu i d  to w i t h s t and the 

m a s s i v e  loss o f  con f i dence a r i s i ng f rom the 

c r o s s i n fect i on f rom t he B r i t i s h  and Commonwe a l t h  G roup 

more gene r a l ly .  The re had not been nor shou ld there be 
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any c r i t i c i sm of the supe r v i s o r s  over t he bank . 

had done a thoroughly profess iona l j o b .  

 

They 

In our  cent r a l  banking j udgement , the d i f f i c u l t ies c rea ted 

for BCMB did not have any sys temi c imp l i c a t ions . 

Mo reove r ,  i f ,  as we be l ieved and s t i l l  be l i ev e ,  the bank 

is so l vent , the depo s i t o r s  wi l l  eventu a l ly be rep a i d  i n  

f u l l .  Thus t he bene f i t  o f  any l i qu i d i ty suppo r t  prov ided 

f o r  t h i s  bank wou ld have f lowed through to i t s  

sha reho lders and the cred i t o r s  o f  the Group . We had 

sought to persuade maj o r  bank cred i to r s  o f  t he Group of 

the case f o r  p r ov i d i ng l i qu i d i ty suppo r t  for BCMB , but 

u l t imately t h i s  was a comme rc i a l  j udgement for t hem : some 

had conc l uded t h a t  t hey could not be s u f f i c i ent l y  sure 

about the s o l vency o f  BCMB and felt i n  any c a s e  that 

l i t t l e mo re t h a n  the net a s s et va lue o f  the bank cou ld be 

achieved f rom se l l i ng i t  as a g o i ng conce r n . 

When i t  became c le a r  that  the l i qu i d i ty suppo rt f ac i l i t y  

wou ld not b e  f o r thcoming f o r  BCMB w e  had i n f o rmed the 

Co l lege of Superv i so r s , w i t h  whom we had ma i n t a i ned c lose 

contact th roughout ,  and the no t i c e  i s sued by t he 

Secu r i t i e s  and Investment s  B o a rd was the inev i t a b l e  and 

proper consequence o f  th i s .  

Mr Qu i nn endor sed t he Deputy Governo r ' s  comments and s a i d 

t h a t  BCMB had been we l l  cap i t a l i sed and had been looking 

f o r  add i t i o n a l  l i nes o f  l i qu i d i ty to suppo r t  i t s  a l ready 

l i quid pos i t ion . However , in c a s e s  o f  such l o s s  o f  

conf idence i t  made l i t t le d i f ference how we l l  c a p i t a l i sed 

the bank was ; unless  a bank were comp l e t e l y  l i quid i t  

wou ld i nev i t ably encounter d i f f i cu l t i es . The Bank wou ld 

be ana lys i ng the a f f a i r  to d r aw any les sons for our 

superv i s i o n  o f  banks that  were part o f  a wider f i n anc i a l  

s e rv i ces g roup . 

I n  comment i ng on the po s i t i on o f  the b r o k i ng companies , 

who were superv i s ed by the B a n k ,  Mr Col eby s a id t h a t  s i nce 

the app o i n tment of Admi n i s t r a t o r s  to c e r t a i n  companies  

within the Group but  not  the broking comp a n i e s  they 

had con t i nued to t r ade no rma l ly .  Howeve r ,  some t r ading 

counte r p a r t i es of the Stock Exchange money broker w i t h i n  

the Group h a d  t a ken s teps to l im i t  the extent o f  t he i r  

expo s u r e . 
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Mr Wa l ke r  s a i d  t h a t  under t h e  Ru les of  t h e  Secu r i t i e s  and 

I nves tments B o a rd , c l i ents ' money shou ld be held in  a 

c l ient mon i e s  account with an autho r i s ed bank . There 

had been a sugg e s t i o n  that regu l a tory a c t i o n  might have 

been con f i ned to p r i vate advice to the brokers conce rned 

to wi thd raw the i r  funds f r om BCMB . Howeve r ,  that wou ld 

have amounted to f r audu l ent prefe rence , and the 

a l ternat ive act ion had been t aken of pub l i c l y  remo v i ng 

BCMB f rom the l i s t  of banks with wh i c h  FSA regul ated f i rms 

cou ld p l ace thei r c l ient monies . 

F i n a l ly ,  Mr Wa l ke r  s a id that there were a numbe r of  

l e s s ons to be d r awn f rom B r i t i s h  and Commonwe a l th and 

there was a s a l u t a ry me s s age f o r  s h a reho lders i n  

cong lome r ates t h a t  have f i nanc i a l  companies  w i t h i n  them . 

Spec i f i c a l ly ,  i n  s i tu a t i ons of d i f f icu l t y ,  the regu l a t o r s  

( whether of  a bank , a secu r i t i e s  f i rm o r  a l i fe a s s u r ance 

company) wou ld a lways be o b l i ged in the end to put the 

i n t e r e s t s  of the c l ients o f  the f i nanc i a l  service bu s i ness 

ahead of  those of  s h a reho lders i n  the cong lome r ate . 

I n  comp a r i ng the c a s e  o f  B r i t i sh and Commonwe a l th w i t h  

that of  Equ i t i c o r p  t h e  previous yea r ,  M r  Qu i nn s a i d  t h a t  

t h e r e  w e r e  ce r t a i n  s imi l a r i t i es i n  that the b a n k  was p a r t  

o f  a w i d e r  g roup that h a d  become overextended , p r ima r i ly 

by an a g g r e s s ive acqu i s i t i o n  po l i cy . Howeve r ,  i n  the 

c a s e  of  Gui nness Mahon , the Bank had been a b l e  to i nsu l a t e  

t h e  b a n k  f rom the p rob lems of  t h e  rest o f  the g roup and 

f i nd a buye r .  This  might s t i l l  be po s s i b l e  f o r  BCMB . 

But even i f  i t  proved impo s s i b l e  to f i nd a new owner t he 

bank was probably s t i l l  s o l vent and depo s i to r s  should i n  

t h i s  c a s e  s u f f e r  n o  lo s s ;  a l though there wou l d  be some 

de l ay i n  repaying them . 

I n  response to a sugg e s t i o n  that the med i a  had , to some 

extent , mi sunde rs tood the p r i nc i p l e s  unde r wh i c h  the Bank 

had acted i n  t he case of  B r i t i s h and Commonwe a l t h ,  the 

Deputy Gove rnor s a i d that considerable e f f o r t  had been 

made by the Press O f f ice to i nf o rm the med i a  but , in order 

to ret a i n  a degree o f  f l exibi l i ty ,  i t  w a s  not a lways 

approp r i a te to d i v u l g e  fu l l  det a i l s . The Deputy Gove rnor 
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The re were no i t ems f o r  d i scuss ion under t he weekly execu t i ve 

repo r t . 

At t he Governo r ' s  i nv i t a t ion :

l The Deputy Gove rnor spoke to Court about h i s  paper " The Ba nk 

of Eng l a nd :  Pu rposes , Respons i b i l i t i e s  and Phi losophy" , 

which had been cons ide red by Commi t tee of Treasu ry on 

31 May . He exp l a i ned that t h i s  pape r , a " m i s s i on 

s t a t ement " ,  had been d r awn up as a management a i d i n  

response to an iden t i f ied need f o r  an autho r i t a t ive 

s t a tement o f  the Bank ' s  purposes , respons i b i l i t i es and 

phi l osophy t o  wh i ch sen i o r  membe rs o f  the s t a f f  cou ld 

r e l a te . Because of po s s i b l e  sens i t i v i t i es , p a r t i cu l a r ly i n  

r e l a t i o n  to t he cur rent debate on the " i ndependence i s sue"  

he had d i scussed the paper i n forma l ly with S i r  Peter 

Middleton who had endorsed its content and purpose . The 

p ropo s a l  was t h a t  in  t he f i r s t  i n s t ance the paper be 

d i scus sed w i t h  Seni o r  O f f i c i a l s . I f  i t  was then thought 

appropr i a te that a s imp l e r  s t a t ement be prepa red f o r  

c i rc u l a t i on ,  t h a t  paper wou ld b e  brought b a c k  to Cou rt . 

A f t e r  s ome d i scuss ion i t  was agreed t h a t  a s t a t ement of t h i s  

n a t u r e  wou ld b e  h e l p f u l  a n d  that , s u b j e c t  t o  some d r a f t i ng 

amendment s ,  the subst ance of t he paper be d i s cu s s ed o n ly 

w i t h  Sen i o r  O f f i c i a l s  a t  t h i s  s t age , and on a conf ident i a l  

ba s i s . 

2 Mr H a r r i s  remi nded Membe rs of the deta i l s o f  the pay c l a i m  

t h a t  h a d  been rece ived f rom the B a n k  o f  Eng l and Sec t i o n o f  

B I FU and , i n  te rms h e  h a d  used e a r l i e r  t h a t  d a y  a t  Commi ttee 

of Treasu ry , ou t l i ned t he Bank ' s  propo s a l s  for the 1 9 9 0  pay 

awa rd , d r awing a t ten t i on to the m a i n  f a c t o r s  a f f ec t i ng t h i s  

yea r ' s  nego t i a t i on .  

Cou r t  ag reed t h a t  M r  H a r r i s  shou ld enter i nto negot i a t i on 

w i t h  the Uni o n  on the bas i s  o f  the propo s a l s  he had 

d i scus sed ; t h a t  the Governo r s  be g r anted a degree o f  

d i sc r e t i o n  to a pp rove a modes t  enhancement o f  those 

p ropo s a l s  if nece s s a r y ;  a n d  t h a t , i n  the event o f  

d i s a g reement , the matter be refer red back to Cou r t  before 

any d i s ag reement was t a ken t o  conc i l i a t i o n . 
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The Minutes o f  the l a s t  Cou r t , h a v i ng been c i rcu l ated , were 

approved . 

 

The re be i ng n o  comments on t he weekly f i gures , Mr P lende r le i t h  

s po ke about t h e  f o r e ign exchanges a n d  t he s t a t e  o f  t h e  dome s t i c  

m a r ket s .  

Unde r the weekly execu t i ve repo rt :

1 The Gove rno r s a i d t ha t ,  when Cou rt cons i de red the Repo rt of 

t he Cha r i t a b l e  Appea l s  Commi ttee on 2 4  May , a det a i l ed l i s t  

o f  donat i ons o f  a " non cha r i t a b l e "  nature had been 

reques ted . The l i s t  had now been made ava i l ab l e : i t  was 

ag reed that some o f  the donat ions cont a i ned the r e i n  were 

i nc o r rect ly desc r i bed a s  be ing of a " non cha r i t a b l e "  nature 

and that mo re appropr i a t e  te rmi no logy s hou ld be us ed in 

future repo r ts . 

2 The Gove rnor repo rted that a Mag i s t r ate i n  P i s a  had o rdered 

a f reeze on the c o r res pondent banks of L l oyds Bank in I t a ly ,  

e f f e c t i v e l y  p a r a lys i ng L l oyds Bank ' s  a c t i v i t i e s  i n  that 

count ry . Thi s  act ion had been t a ken i n  re t a l i a t i o n  f o r  the 

a r rest of two I t a l i ans f o l low i ng the i r  reque s t  f o r  t r ade 

f i nance wh ich had been susp i c i ous . The men conce rned had 

been r e l e a s ed subsequent ly on a techn i c a l i ty .  

The Bank had cont acted the Banca d ' I t a l i a  t o  seek some 

reso l u t i o n  of t h i s  problem.  

3 The Gove rnor s poke about the i n i t i a t ive l aunched by the 

Chance l l o r  o f  t he Exchequer the previous eve n i ng i n  

p ropos i ng t h a t  t he European Commu n i ty shou l d  h a v e  a new 

i nterna t i o n a l  cur rency , t he h a rd ECU , backed by a European 

Mone t a ry Fund a s  a way o f  p rogres s i ng beyond Stage 1 o f  the 

recommend at ions o f  t he De l o r s  Commi ttee . One o f  t he ma i n  

a t t r i butes o f  t he scheme w a s  t h a t  i t  wou ld b e  m a r ket d r iven 

r a t he r  than i n s t i tu t i ona l ly impo sed . The B a n k  bel ieved 

i that t h i s  i n i t i at ive made a v a l i d  con t r i bu t i o n  to the debate 

on EMU a nd f i l led the perce ived de f i c i ency in t he UK ' s  

approach to EMU . 

 
Bank of England Archive (G4/217)

















































l O O  

v a r i ous Uni ted S t a t e s  regu l a t o r s . The re was a common 

percep t i o n  t h a t  in the present s i tu a t ion t he a i m  was to p l ace a 

cordon s a n i t a i re round Kuwa i t ' s  a s s et s .  The Ame r icans had made 

some h e l p f u l  amendments to t he i r  r u l e s  especi a l ly w i t h  reg a rd to 

f o r e i g n  exchange t r a n s a c t i ons and those a f fect i ng Kuwa i t i  

banks . Howeve r ,  there were s t i l l  i ncon s i stenc i e s  i n  r e l a t i on 

to G l O  count r i e s  espec i a l ly Japan and Germany . As a resu l t  

Mes s r s  G r een and G i l l  were that  d a y  a t tend i ng a mee t i ng of  these 

count r ies in B a s l e .  

Refe r r i ng t o  the l e t te r , wh ich h e  ment i oned the p revious week 

had been sent by the B r i t i s h Banke r s ' Assoc i a t i on to t he 

Gove rno r ,  the Deputy Gove rnor s a i d  t h a t  i t  appea red t h a t  the 

p r o b l ems had been l a r g e ly i nt e r n a t i o n a l  i n  o r i g i n  r a ther than 

the resu l t  of  the UK a c t i on and the o f fend i ng letter had been 

w i t hd r awn . 

Once a r r angements had been f i n a l i s ed to enable the Kuwa i t  

I nves tment O f f i ce and Kuwa i t  Pet ro l eum Company to ope r a t e  a s  

no rma l ly a s  po s s i b l e  i n  t h i s  count ry t he admi n i s t r a t ion of  t he 

regu l a t i ons shou l d  s e t t l e  down . A cur rent p reoccupa t i on was 

the t re a tment of  p e r f o rmance bonds . The i n te r rupt ion of  

cont r a c t s  w i t h  I r a q  had made some o f  t hem c a l l ab l e . The Bank 

were l o o k i ng a t  ways of  p rotec t i ng B r i t i s h companies  and , a g a i n ,  

we re endeavou r i ng t o  coo r d i n a t e  an interna t i ona l response . 

The Deputy Gove rnor repo r t ed the eme rgency uni t continued to 

wo r k  we l l  a t t r a c t i ng a number of  f avou r ab l e  comment s .  It was 

t a k i ng some t ime to res pond to the i ni t i a l  f lood o f  enqu i r i e s  

b u t  mana g i ng to h o l d  i t s  own . He a l so ment ioned h i s  conce rn 

over a secondee f rom the Bank who had been s t r anded i n  Kuwa i t . 

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

1 W i t h  refe rence to Minutes of 25 Apr i l  1 9 8 5  and 2 5  Feb r u a ry 

1 9 8 8 , Mr Ha r r i s ,  the Cha i rman o f  t he T r u s t ees o f  the S t a f f  

Pen s i o n  Fund , p resented a Repo r t  o f  t h e  S t a f f  Comm i t tee 

conce r n i ng amendment s to the de f i n i t ive R u l e s  o f  the S t a f f  

Pens i o n  Fund , b r i ng i ng t hem i nto l i ne w i t h  changes ag reed by 

Members f o l lowing the t h i rd and f o u r t h  repo r t s  o f  the 

S t a nd i ng Commi ttee on Pens i ons . The recommend a t ions 

cont a i ned i n  the Repo r t  we re approved . 
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Under t h e  weekly execut i ve repo rt a n d  w i t h  refe rence t o  a Minute 

o f  19 Ju l y ,  Mr Qu inn s a id that t he Banking Dep a r tment ' s  rev i ew 

o f  the cu r rent a r r angemen t s  f o r  note d i s t r i bu t i o n  a nd s t o r age 

had now been comp leted . A number of  opt i ons had been 

cons i de red but the ma i n  conc lus ions were t h a t  the cu r rent 

a r r angement s  shou ld con t i nue for the t ime be ing . Howeve r ,  t he 

cur rent no te s o r t i ng ag reement w i t h  the other banks was due for  

rev i ew the f o l l owing ye a r  when the oppo rtunity wou l d  a r i s e  to 

d i scuss with those banks the te rms on wh i c h  we sort no tes . 

Th i s  cou ld br i ng changes to our  cur rent p r a c t i c e  and t h i s  i n  

t u rn might a f fect the r o l e  of  the B r anches i n  t h i s  a r e a . I t  

had a l so been conc l uded that i t  wou ld be approp r i at e  f o r  t he 

banking bus i ness o f  t he B r anches to conform to the s ame c r i te r i a  

t h a t  a p p l i ed a t  Head O f f i c e , a s  h e  h a d  exp l a i ned t o  Cou r t  

e a r l i e r  t h a t  yea r .  F i n a l ly ,  Mr Qu inn s a id that  f u r t he r  

cons i d e r a t i on wou ld b e  g i ven , whe re approp r i a t e , t o  t r ans f e r r i ng 

wo r k  f rom Head O f f i c e  to the Br anches . 

At the Governo r ' s  i nv i t a t i on :

l S i r  David Scho l ey int roduced a Repo rt of the Aud i t  Comm i t t ee 

which w a s  l a id before Cou r t . 

2 Mr F lemming s po ke about the Ove r s e a s  Tr ade Figures f o r  

Septembe r ,  w h i c h  h a d  been pub l i shed on 2 2  Octobe r ,  bef o re 

comment i ng on the Economic Repo rt f o r  Octobe r .  

3 I n  i n t roduc i ng t he regu l a r  monthly d i s c u s s i o n  o f  monet a ry 

po l i cy , Mr Co l eby s a id that  the Septembe r d a t a  p rov i ded 

e v i dence of  cont i n u i ng dec l ine in the r a t e  of g rowth of a l l  

mone t a ry mea su res . T h i s  was mo s t  conspicuous ly t rue o f  MO 

a nd the cur rency c i rcu l a t i o n ,  both of  wh i c h  had f a l l en i n  

t h e  mon t h ,  t a king t he i r  ye a r on ye a r  g rowth r a tes down t o  

4 . 6% and 4 . 8% respec t i ve l y . October seemed l i ke l y  to show 

o n l y  mode s t  g rowt h ,  w i t h  the 1 2 month r a t e  f o r  cur rency 

c i rc u l a t ion coming down to about 4 l /4 % .  M4 a nd M4 

lend i n g , by cont r a s t ,  g rew q u i t e  s t rong l y  in Septembe r ,  by 

a bout 1 l/2% , but if a l lowance were made for the usua l 

s p i kes i n  t he q u a r t e r  mont hs , t he g rowth w a s  mo re modes t .  

The yea r on ye a r  r a t e  con t i nued t o  dec l i ne .  
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2 Mr F l emmi ng p resented t he i nterna t i o n a l  env i ronment and the 

dome s t i c  economy secti ons f rom the Novembe r ed i t i on o f  the 

Qua r t e r l y  Bu l let i n .  I n  a d i scu s s i on that ensued M r  Wa l ke r  

a s ked i f  Court cou ld b e  p rov ided w i t h  an a s s e s sment on 

whet her or  not the recent a g r eement on a g r i cu l tu r a l  

subs i d i e s  i n  the Communi ty was s u f f i c ient t o  ho ld back the 

p rotect i o n i s t  d r ive ev ident i n  the Un i ted S t a tes • Cong res s .  

3 Mr F l emmi ng then p resented t he l a test paper on Recent Wage 

Sett lements and Other Labou r M a r ket Deve lopments wh i c h  

concen t r at ed on the f ac t o r s  t h a t  h a d  a f fected t h e  l a bo u r  

ma r ket i n  t he p revious s i x  months . 

4 S i r  B r i an Co rby s poke about the recent CBI confe rence . 

!C N� � 
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Subs t i tu t i o n  a r i s i ng f rom a s t a f f  member purch a s i ng a new 

extended l e a s e  f rom her f reeho lder and su r rende r i ng t he 

exi s t i ng lea se . 

Cou r t  approved thereof and ORDERED t h a t  the document i n  

que s t i o n  be sea led w i t h  the Common Se a l  o f  the Bank . 

Cou r t  g ave t he i r  approva l to S i r  Co l i n  Co rness j o i n i ng the 

Board o f  the N a t i onwide Ang l i a  Bu i ld i ng Soc iety . 

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

1 3 5  

1 Mr F l emmi ng s poke about the November ed i t i o n  o f  the 

Qua r t e r ly Bu l le t i n  and t he l a t e s t  ed i t i on o f  the Bank 

B r i e f i ng , both o f  wh ich were due to be pub l i s hed l a t e r  that 

day . 

2 Mr Crockett presented the I nterna t i ona l Econom i c  

Deve l o pment s  p a pe r  f o r  Octobe r . I n  t he c o u r s e  o f  t h e  

ensu i ng d i scu s s i o n ,  M r  La i rd enqu i red i f  t he add i t i o na l 

expend i tu res i n  e a s t e r n  Ge rmany wou l d  qua l i fy f o r  suppo r t  

f rom s t ructu r a l  and regiona l funds f rom t he European 

Commun i t y .  Mr Crockett said that  his unde r s t a nd i ng was 

t h a t  the costs wou ld be met f rom w i t h i n  Ge rmany . Howeve r ,  

a s  Mr L a i rd had been i n f o rmed t o  the con t r a ry ,  he wou ld 

check the po s i t i on and let  h i m  know the f o l l ow i ng wee k .  

�' '�t- t� 
� � 
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Mone t a ry Fund and i n  t u r n  the Un i t ed N a t ions , but t h i s  we 

had j udged to be the s a f e s t  way . 

2 Mr P l ende r l e i t h  i nfo rmed Cou r t  that  at the reques t  o f  the 

Government the Bank had ag reed to t a ke on a r o l e  i n  

conne c t i o n  w i t h  the p r i v a t i s a t i o n  of  the e l ect r i c i ty 

t r ansmi s s i on i ndu s t ry wh ich had been l aunched the p revious 

day . I t  was  a no rma l feature of underw r i t i ng ag reements 

f o r  p r ov i s i on to be made f o r  an i s sue to be pu l l ed i f  

u n f o r seen even t s  which f e l l  outs ide no rma l underw r i t i ng 

r i s k  resu l ted i n  a s i gn i f icant f a l l  i n  ma rket s . I n  the 

e l ect r i c i ty s a l e ,  the dec i s ion i n  such c i rcums t a nces res ted 

w i t h  the Government , but the underwr i te r s  had f e l t  a need 

f o r  protect ion in the i r  underw r i t ing ag reement t h rough a 

spec i a l  p r ov i s ion i n  the event of war  i n  the Gu l f . I t  had 

t h e r e f o r e  been ag reed the i s sue wou l d  be pul led if a l l  of 

f o u r  event s occu r r ed :

( i )  Wa r i n  the Gu l f  b roke out w i t h i n  the three weeks 

f rom the l aunching of the s a l e  to f i r s t  dea l i ngs 

i n  the new sha res ; 

( i i )  The FTSE i ndex f e l l ;  

( i i i )  The unde rw r i te r s  ce r t i f i ed that the f a l l  i n  the 

i ndex was l i ke l y  to resu l t  i n  the s h a res i n i t i a l ly 

t r ad i ng at a s i g n i f icant d i scount ; 

( iv )  The f a l l  i n  the i ndex was p redominant ly 

a t t r i bu t a b l e  to the outbreak of  w a r . 

I f  the Gove rnment and underw r i t e r s  f a i led to ag ree on the 

fourth cond i t ion , the Bank wou ld be a s ked to g i ve an expe r t  

o p i n i o n . This  was  essent i a l ly a techni c a l  r o l e  a n d  n a r rowe r 

t h a n  the one the Bank had a s sumed at the t ime o f  the BP s a le 

i n  1 9 8 7 . I t  was  a r o l e  wh i ch i t  was f e l t  the B a n k  cou l d  

pe r f o rm e f f e c t i v e l y  a n d  therefore i t  seemed r i g ht t o  ag ree 

t o  the Government ' s  reques t .  The Bank had c l a r i f i ed t h a t  

t he i r  o p i n i on wou l d  b e  conc lus ive and had obt a i ned t h e  

no rma l i ndemn i ty f rom the Gove rnment . 
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3 Mr P l ende r l e i t h  went on to speak about a p ro b l em t h a t  had 

a r i sen in r e l a t i o n  to stock lend i ng . The p roblem was a 

n a r row one o f  lega l techn i c a l i t i es . Two a re a s  of ma r ket 

act i v i ty we re a f f ec ted : f i r s t l y ,  the proce s s  by which 

inves tment i n s t i tu t ions l ent stock th rough i n te rmed i a r i e s  to 

ma r ket make r s ;  and second l y ,  the d i scount ma rket , wh ich 

bor rowed secu red money . I n  both i n s t ances the p r o b l em 

r e l a t ed to the u s e  of money m a r ket i n s t ruments a s  

co l l a t e r a l .  Wha t  was the l eg a l  n a t u r e  o f  the secu r i ty? And 

when co l l a t e r a l  p a ssed th rough an inte rmed i a r y ,  d i d  t h i s  

d i l u t e  the deg ree of  the l ender ' s  sec u r i ty? Doubt s had 

a r i sen because l eg a l  ag reements had come under s c rut i ny a s  a 

r e s u l t  o f  the imp l emen t a t i o n  of the 1 9 8 9  Companies  Act . The 

na r row lega l que s t i o ns had l ed some lende r s  of s t ock to 

react i n  an a l a rm i s t  way by w i thd r aw i ng f rom s tock lend i ng . 

Mr P l ende r l e i t h  s a i d tha t , i n  response to t h i s  s i t u a t i o n ,  

t h e  B a n k  h a d  s e t  u p  a wo r k i ng p a r ty the p revious week t o  

f i nd a r emedy . I n  the me antime ,  to h o l d  the pos i t i on ,  a 

mee t i ng of s tock bor rowe r s  and lende r s  had been c a l l ed and a 

s t a t ement i s s ued . Subsequen t l y ,  good p r o g r e s s  had been made 

and the wo r k i ng p a r ty had come up w i t h  two pos s i b l e  

s o l u t i ons , ei ther  of  wh i c h  s h o u l d  a l low the act i v i ty to go 

on unchanged . Once the p r e f e r red s o l u t i o n  had been a g r eed 

by the Stock Lend ing and B o r rowing Comm i t tee of  the Stock 

Exchange it  was  hoped i t  cou ld be i n t r oduced very qu i c k l y .  

The ep i s ode h a d  been an u n f o r tunate hi ccup and i t  w a s  f e l t  

t h e  B a n k  should t a ke the r o l e  i t  had i n  respond i ng to the 

eme r g i ng p r o b l ems . That the p roblem had a r i s en a t  a l l  

s t emmed t o  some extent f rom sens i t i v i t i e s  r ema i n i ng f rom the 

d i f f i c u l t i e s  over loc a l  autho r i ty swaps . 

4 W i t h  r e f e rence to a Minute of the p revious week ,  Mr C rocke t t  

res ponded to Mr  L a i rd ' s  enqu i ry i f  add i t i o n a l  expend i t u res 

i n  e a s t e r n  Ge rmany wou ld qu a l i fy for suppo r t  f rom s t ructu r a l  

and regiona l funds f rom the European Commu n i ty . He s a i d  the 

e n t r y  of e a s t e r n  Ge rmany i nto the Commu n i ty wou l d  mean some 

no rma l revenues and expend i tures wou ld be augmented but 

there wou l d  be no spec i a l  cont r i bu t i o n  to the co s t s . 

Add i t i o n a l  revenues wou ld t a ke the shape of Va l ued Added Tax 
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A COURT OF D IRECTORS AT THE BANK 

THURSDAY 2 9  NOVEMBER 1 9 9 0  

Present 

The Rt Hon Robe r t Le i g h  Pembe rton , Gove rnor 

Edw a rd Alan John George , Esq,  Deputy Gove rnor 

The Hon S i r  John F r a nc i s  Ha rcou rt B a r i ng , KCVO 

S i r  Geo rge Ad r i an Hayhu r s t  C adbury 

Anthony L au r i e  C o l eby , Esq 

S i r  Frede r i c k  B r i an Corby 

Lord Has l am o f  B o l ton 

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

S i r  Hec t o r  L a ing 

Gav i n  Ha r ry La i rd ,  E s q ,  CBE 

B r i a n  Qu inn , Esq 

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

David A l a n  Wa l ke r ,  Esq 

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

Pend a re l l  Hugh Kent , Esq 

ran P l ende r l e i t h ,  Esq 

14 0 

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 . 

Mr Qu i nn commented on the wee kly f i gures a nd Mr P lende r l e i t h  

s poke about t h e  f o r e i g n  exchanges a nd t h e  s t a t e  o f  t h e  dome s t i c  

ma r ket s . 

The re were no i tems f o r  d i sc u s s i o n  under the wee k l y  execut ive 

repo r t . 

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

I n  the a bsence o f  Mr F l emming , Mr Pr ice s poke about the 

Ove r s e a s  Tr ade F i gu res f o r  Octobe r ,  wh i ch had been 
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pub l i shed the prev i ous week,  before p resen t i ng the 

Economic and Financ i a l  Repo rt f o r  Novembe r . 

 

2 I n  i n t roduc ing t he regu l a r  monthly d i sc u s s i o n  o f  monet a ry 

po l i cy ,  Mr Co leby s a i d  that  the monet a ry d a t a ,  

p a r t i cu l a r ly that r e l a t i ng t o  n a r row money , conf i rmed 

s l ow i ng a c t i v i t y .  Cur rency in c i rcu l a t i o n  had rema i ned 

v i rtua l ly unchanged in Oco tber and was l i ke l y  to rema i n  so 

in November too . The yea r on ye a r  i nc re a s e  was of the 

o rder of  3 l/2% comp a red w i t h  7 l/2% in Ap r i l .  

So f a r  a s  M4 and i t s  counte r p a r t s  were conce rned , t he 

f l a t ne s s  of the aggregates i n  October was a t t r i bu t a b l e  to 

neg a t ive cont r i but i ons of  unusua l s i z e  f rom the pub l i c  

sector and exte rna l count e r p a r t s .  The lend i ng count e r p a r t  

rema i ned s teady a t  the l ower l eve l s  wh ich had been 

appa rent s i nce Spr ing of  t h i s  yea r .  Consump t i o n  lend i ng 

by the c l e a r ing banks had f a l len back a f t e r  two 

untyp i c a l ly s t rong mont hs , but there were s i gns t h a t  

mo r t g age lend i ng m i g h t  b e  rev i v i ng a l i t t l e ,  a s  evidenced 

by s t a t i s t i c s  f o r  Bui l d i ng Society commi tment s .  

The exchange r a t e  had rema i ned rema rkab ly s t eady dur ing 

t he recent per iod o f  po l i t i c a l  unce r t a inty . I t  was 

d i f f i cu l t  to determine whether this was a s  a resu l t  of  ERM 

membe r s h i p  or in response to o p i n i o n  po l l s  which sugges ted 

an improvement in the Government ' s  p rospects o f  

re elec t ion . S t e r l i ng neve r t h e l e s s  rema i ned be l ow i t s  ERM 

p a r i ty ,  t hough not f a r  f rom those cur renc i e s  at the bot tom 

of the n a r row band . The excess demand t h a t  had p r ovo ked 

the cur rent i n f l a t i o n  had now been squeezed out . The need 

rema i ned to counter cos t push i n f l a t i o n  a nd ,  to t h a t  end , 

to bu i ld up the c redi b i l i ty of p o l icy based on our 

membe r s h i p  o f  the ERM . It wou ld be d amag i ng if any doubt 

were to a r i se about the ma i ntenance of  s t e r l i ng ' s  ERM 

p a r i ty .  So whi l e  a f a l l  i n  i nt e r e s t  r a t e s  cou ld now come 

into comtemp l a t i o n ,  c a r e  and j udgement wou ld be needed in  

o rder to avoid d i s tu rb i ng the ma rket s .  I mpo r t a n t  

i nd i c a t o r s  wou l d  b e  the path of  under lying i n f l a t i o n ,  and 

the movement of the exchange r a t e  w i t h i n  i t s  band . 

,( A ,  v C�}'-
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Bank had e a r l i e r  been c r i t i c i sed f o r  not t a k i ng a 

s u f f i c i e n t l y  active r o l e  in prevent i n g  the ban k i n g  

s y stem b e i n g  used f o r  mone y  l aunde r i n g . T h e  B a n k  had 

not accepted a l l  the c r i t i c i sm as v a l i d  but 

neve rthe l e s s  had set up a Working Group w i t h  

represent at ives o f  t h e  bank s ,  bu i l ding s o c iet i e s ,  and 

law en forcement agenc i e s  t o  work out a set of Guidance 

Notes . The Guidance Not e s  which covered mainst ream 

banking and depo s i t -t a k i n g  act i v i t i e s  and o f fered 

pract i c a l  and det a i led ways o f  preven t i n g  and det e c t i n g  

d r u g  mone y  l aunde r i n g ,  h a d  been we l l  rece ived i n  t he 

pre s s . Wo rk was now in hand to produce an ext ended 

ve r s i o n  t o  cover i n surance and i nves tment s e r v i c e s  

a c t i v i t i e s . 

2 With r e f e rence to a Minute o f  2 2  Novemb e r ,  

Mr P l ende r l e i t h  s a i d  t h a t  a solut i on h a d  now b e e n  found 

which would remove the l e g a l  doubt s a r i s i n g  f rom the 

pract i c e  of stock l ending . This ent a i l e d  amending t he 

r e l evant l e g a l  agreements t o  give t he receiver o f  

c o l l at e r a l  absolute t i t l e . The t a x  and regulatory 

i mp l i c a t i on s  o f  the change had been e x amined and the 

s o l u t i on had been agreed by the S t o c k  Lending and 

Bor rowing Committee o f  the S t o c k  Exchange which he 

chai red i n  his capa c i t y  a s  Government Broke r . 

At the Governo r ' s i n v i t at i o n ,  Mr Crockett presented the 

I n t e rnat i o n a l  E c on om i c  Devel opments paper f o r  November and the 

Wo r l d  Econom i c  Forecast for Autumn 1 9 9 0 . 

The Governor ment i oned that Lord Roben s ,  who was a Non -Execut ive 

D i re c t o r  f rom 1 9 6 6  t o  1 9 8 1 ,  would be ce lebrating his 8 0 t h  

b i rthday on T u e s d a y  1 8  Dec ember a n d  t h a t  he proposed t o  send a 

me s s age o f  congrat u l a t i on . 
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Court approved thereof and ORDERED that the document in question 

be sea led with the Common Seal of the Bank . 

The Governor reminded Members that in agreeing to d i sband the 

Committee on Permanent Control of Expenditure earl ier in the 

year , Court had a l s o  agreed that it would be appropr iate for the 

Deputy Governor to report regu lar l y ,  in the f irst instance to 

Committee of Treasury , on the Bank ' s  f inanc i a l  position : this 

he had done the previous week . 

At the Governor ' s  invitation , the Deputy Governor then drew 

Court ' s  attention to the Banking Department Prof it and Loss 

Account . The total income for the year to February 1 9 9 1  was 

forecast at £ 2 8 4 . 9  mn , an increase of 2 2 %  over the year . Th i s  

h a d  prompted t h e  Bank t o  write to HM Treasury indicat ing our 

intention to reduce the cash ratio deposit from 0 . 4 5 % to 0 . 4 0 %  

early in the new year : the indications were that their reaction 

would be favourabl e .  

Expend iture , after recoveries from HMG , was expected t o  increase 

by 4% ( nomina l )  over the year to £ 1 2 7 . 3  mn , to provide an 

operating prof i t  before tax of £ 1 7 6 . 2  mn , an increase of 7% on 

the previous year . 

Forecast current expenditure was neverthe less running over 

budget : Personnel costs accounted for the maj or e l ement 

reflecting a larger pay award than budgeted . Prem ises and 

Equipment costs were on budget but Other cost s ,  ref lect ing 

increases in telephone charges and professional fees etc ,  were 

expected to exceed budget . 

The costs of three of the Bank ' s  functions were cash l imited and 

despite progressively unrea l i s t i c  a l l owances for i n f l ation , 

which continued with increases of only 2 . 5 % per annum for the 

next four years , the Bank had consistently managed these 

functions within the cash l imit ce i l ings set by HM Treasur y .  

However , the relocation o f  the Registrar ' s  Department t o  

G loucester had produced savings in excess of those originally 

forecast , thus providing an opportun ity for the Bank to 

re-appra ise notional rents . These were now c loser to current 

market rates and had been negot iated and agreed with 

HM Treasury . 
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The outturn o n  capital expenditure th i s  year was forecast a t  

£ 3 5 . 4  mn , an underspend of only some £ 0 . 6  m n  against the 

original foreca st , and ref lecting that the two main bu i ld ing 

proj ects , Gloucester and the New Change modernisat ion programme , 

were proceeding on target . 

In accordance with Section 10 of the Charter , the Governor , the 

Deputy Governor , Mr Quinn , Mr Fl emming , Mr Crockett and 

Mr Col eby withdrew , together with Mr Harr i s ,  Mr Kent and 

Mr P lender le ith , and in accordance with Section 6 ( 2 )  of the 

Charter , Sir Adrian Cadbury , in his capacity a s  Chairman of the 

Remuneration Committe e ,  then took the cha ir . 

S i r  Adrian Cadbury informed Court that the Remuneration 

Committee had reviewed the sa lary structure for the Governor , 

the Deputy Governor , the Executive and Associate Di rectors , and 

Advisers to the Governor in the l ight of the dec i s ion taken by 

Court on 1 1  January 1 9 9 0  and the Report rece ived from Towers 

Perrin dated November 1 9 9 0 . The Comm ittee endorsed the 

introduction , with ef fect from 1 January 1 9 9 1 ,  of the second 

instalment of the January 1 9 9 0  award , and in add ition 

recommended a further increase to take account of the data 

contained in the Towers Perrin report . The Committee , having 

noted the Governor ' s  views , recommended that the increase in 

ranges which would otherwise be introduced in full from 

1 January 1 9 9 1  should be made in two stages on 1 January 1 9 9 1  

and 1 January 1 9 9 2 , with the latter stage be ing subj ect t o  any 

further enhancement that might be appropriate f o l l owing a market 

survey to be undertaken in October 1 9 9 1 .  The Committee a l s o  

sought from Court a commitment to implement t h e  second tranche , 

to achieve parity with market salar ies , with e f fect from 

1 January 1 9 9 2 . 

The Committee a l s o  recommended that the procedure for reviewing 

the pos ition of individua ls within the sa lary ranges be amended 

to provide for s imultaneous review with increases , if any , 

e f fective from 1 January , rather than reviews taking p lace 

separately on the anniversary of individua l ' s  appointment . 
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Governor argued that the idea that the Bank cou ld pretend t o  be 

managing the economy in any wider sense , or serve as a surrogate 

DTI , had created tensions and misapprehensions ; they were 

prec isely the sort of thing the statement was intended to 

c l a r i fy . The Bank ' s  role was necessar i l y  more prec i sely 

focused than th i s . I t  needed to concentrate on promoting the 

health of the wider economy in the three main areas ident i f ied 

in the statement which was where the Bank ' s  locus lay. The 

subsequent d i scus s i on focused on the role of Court within the 

administrative framework and on other consequences of its 

adopt ion . 

It was agreed that a further opportun i ty be made for Court to 

d i scuss the i ssue again on an informal bas i s  but in the meantime 

the framework could be adopted as a guide l ine for further 

d i scussions , but not yet general pub l i cation . 
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