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Rupert Lascelles Governo
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Sir Christopher Anthony Hogg
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about the foreign exchanges including

figures for December, and the state of

In the United atesg, t wags an

exXpectation that t uld raise interest rates again in
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Under the executive report, the Governor advised Memb of
suppeort arrangements being put in place for Mexico. Problems

had been feared ahead of the Mexican ele summnm

but the high value of the peso had made nal
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MINUTES OF A MEETING OF DIRECTCORS AT THE BANK

WEDNESDAY 11 JANUARY 1995

Present '
Edward Alan John George, Esqg, Governor
Rupert Lascelles Pennant-Rea, Esqg, Deputy Governcr |
i

S i \ y I S E TR B e |

Mervyn Allister King, Esq 1
H

Sir Christopher Jeremy Morse, KCMG ¢
# |

an Plenderleith, Esqg -%

Brian Q nri; Esqg 1
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Governor noted that the BIS support facility to Mexico had now been

the tranche bridging the IMF standby had been reduced to

bn, while the cash-collateralised tranche had been increased
53 .75 bn The G Y would, xt k, 'ou hese
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b.4
would be paying ite capital contribution to the EMI on 17 January

The amount would be some ECU 93 mn, 15.3% of the total

contributions due. The total capital had been calculated

enerat sufficient come meet budgeted expenditure of the EMI
over 1 umed thre ar life
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A COURT OF DIRECTORS AT THE BANK
WEDNESDAY 18 JANUARY 1995
Presen

Edward Alan
Edward Alan

Rupert Lasce

Sir David James Scott Coocksey

Sir Colin Ross Corness

Mrs Frances Anne Heaton

Mervyn A ister King, Esqg

Sir David rvan Lees

Ms Sheilila Valerie ters

Sir Christopher Jeremy Morse, E
Tan Plenderleith,

Sir David Gerald S ley,

P1 gsor Sir Roland Smit

Sir Colin Griev -
Minutes
Governor drew Members’ attention to two items covered in
the M 1tes before Court T approval S Wer
Me a T br portion ¢f th k fa ity W
™ st = ’ A - -~ . Bale .| -
10W N1y 1 /& cNe remaliiaen WOU LA DE 1S~
lateralised
3
111 SliCUal ®)
remained fluid. Americans had increased their

support for Mexico, and there were suggestions that the

BIS Group should put in more. [he

Governor was
reluctant to see the BIS bridge to any facility that

depended on Mexico's performance, or to provide
I i f
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excessive collateralised lending, given that its
inderlying purpose was window-dregsing
(2 The EMI our capital contribution of ECII92 mn had now
been pail 1 Ve
The Mainutes of the of 4 January and of the Meeting of
11 January, having been circulated, were approved.

Monthly Economic and Mar
(Mr Bowen in attendance)

Mr King said that inflat
point, and al measures
moving upward:
with the 1anged t

. wl i ] =
inflation, which exclud
""" 1 Nav Al Lmpact on
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the entire rise in outpu
Now manufacturing produc

growth wag still rapid a

t would for
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On the prospects for out

no sense of weakening in

were increasingly talked

the upturn in Europe.

weakness of the housing

commitmentes, house price
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But on the prosect for wages, Members felt that some upward
pressure was likely. Sir David Lees thought that those

employers who settled early would do best: he expected a 3-4%

range this year. Sir Colin 1thgate agreed that

in the retail sector might work
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Handling of the Inflation Report (Mr Bowen in attendance)

With referenc: a inute of 16 November 394 e ecretfary
LI1T A ed 11 & 1per, LT 1NING tiat nange i 1AV eclraeqa on
= e + h e 1 3 Fr -~ # ne Ff T o e

|5 ake tt sage 1Y 'Gf ns f briefing
-he press: I tLhe-1 ; 1L ALl, I he

& e +1} # + Darr £~ . £ + s - - -
B 1NASs i [ nepc i I 1 se 11 11 11 =1 1141
Dt 1 1 press C - . cnroug 1 nI al briefing
w9 ~ X I ¥ -~ ~_ 1 e T Y N - 4 h -~} o £ - -
which would be placed on-the-record Most Members favoured

W FREL e Fhouah ©1ir Christopher Hoaog commented that a hic
Che last;, Chougn S1Yr CLhristophner Hogg commenced cthact a 11

profile televised briefing might in time be helpful to the Bank

as ite role developed. The Governor said that he was
sensitive about raising his prcfile further; we could always

move towards that cption later, but 1f we started with it we
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would find 1ard to draw b
ing was pl ly impor
te felt that the Repo

itself. The Deputy G

e Governor thanked Members
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need to inform

Real Time Gross Settlement
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Counterfeit Notes (Messrs Kentfield and Sullivan in attendance)

1 ] 1] : [ 1esC1I ed ‘ extel 1
interfeitir ind impaliy I €
publ iwareness, M 1eld said nat I problem tended tc
pe exaggerated by Lhe press - DUt C was nev theles =1 =al
. . Lo | e T o 1o = } " i ¢ 4 . - f as
[t was disappolinting, given that the present series of
notes had been designed to reduce the risk of counterfeiting
(even at th xpense of ; hat counterfeiting had
ncy 1ged - rar 11y E was £ I 1 l1ly 1L product
e +h o 4 [« i I--il v T - ¥ = o ~
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from rea es C was gquestilior L getl 0l=10) ¢ Know
t h 11 f feran her the Bank d p nough :
! :
1
2 ffo L1t th Ms 1ad also visit Rt 8
* |
. = : a ¥
noted that the Bank co o)l lan one stej of ¥
1

the counterfeiters. She wondered whether it was possible
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0
e

press the clearers to do more.
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Netherlands ana 1 exXY é ot
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The Risks from CREST (Mr Saville in attendance)

sllowing a 1 : tee that Court be
regularly updat T Pp1 ect,
pPI it 1 t he ' eport

in the number of pctential network providersg to one, given that

he g natomer
F W Ia'- -
I W1CK 11
b=y . o | Rk
1l i
DA CKI | nvoiving
aV t
2l rganisaclion
ernera hy 3 i
na 1 a project I 111 pecause Ccie
Rank ( 1 i B b o]
Salll Was ] LvVeld D dD0oUu LIl

being taken by the

Bank would in some way

but nobody quite knew how. The Governor <

was still tension between the Bank and the Stock Exchange; the

Yl

latter had aspirations to provide a lot
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ri up to the point of settlement, and wanted al

facilities for trades confirmed in the Stock t De

routed 1 RES' We had refused to accommodate ti Exchange’s
demands 18 we did nc wish to introduct any delay '

compl ation into the CREST project. Th )CK Xxchange

seemed now to be recconciled to that, and thezx wa another,
more realistic, approach which might be pursued, involving
trade confirmation within CREST.
Rule Amendments - Staff Pension Fund/Compensation Scheme and
Court Pension Scheme

I vernox, having declared his pc ke the

t nsior heme, gether with those he Dej 3
rex and Messrs King, Kent and E ¢ ' 1Vt Che
Deputy ernocr t ntroduce vh 131 3 numbe E
e - | € I Co the x 1 hie 11 .
Fund/ pensati S e and Court F S = Having
alread nfiz = f > nds wel ntent
with t Propost ~s which formalised w was already
1 ent practice, Court gave its approval o tl amendments
proposed.,
1994/5 Banking Act Report: Initial Outline %
Following , an itline of this %
yvear'’ Ran t Members to :
R 8 hem he kinds of issues é
it should \s Mr Quirn
prese ! o)l and time was pressing, Je

invite Member write to Mr Quinn wi i ment T
would 1 [ iake c e outline f ‘the Reg

Executive Report

=

Mr Plenderleith updated Court on the announcement of two

committe to take forward work on the Gilt Repo Market

proposals.
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, there would &
programme covering all the ectors, and certainly no

of compulsion to

take such visits; but he knew that
they were very much welcomed by offices and that Directors

found them useful

Report of the Remuneration Committee

Ly 1 rada w ! Cer 10T 10 the hazy ¥ he € v,
sovernor and 38Ys King, | t and nde Lt irew
o= ¥ i - T = ¥ - tar-TahEs — = .
" 158 ¢ | A . 8 Y Ll i apal L 3 (= §= il | 4l
Ren ney T nr 1 = S a2 n4a L 4 wel
. 4 ommendat 1ons 1 he Ck i1tEee Derolt I ) 1daeratlion
iNna approvald vV were L lOWS :
1 T . L g | ¥ g ] - P L 1 r | E
1 Having reviewed t sal 1ds estal shed by the
previous Comm tee for Exe ive Directors and the
Nariity o res e I = was ~& COmm "T"‘f‘i"“f." = 1= "t ! } ~r l"f"‘
veputy LOVernor, i1t ag Trecommen 1 CnNa chey Ye
. -
scontinued.
he wiries of the
rectors and the
Tad 101 { hat +1 re
e l' i I 1 Y I 14 ‘-
beginning 1 January 1995, that per die
r T M Tl - T 1 '\.-'- 1 1 T ¥ eV |
i i wallCes palc ( MY Wal L i 1 ecl DE c 1
om E5°¢ Eo ' ES5T5 effect from 1 January 195
tendency in the nk's pay structure to 1ncoil

discretionary non-pensionable bonuses as part of

compengation, that the Deputy Governor and the four

Executive Directors should each receive with their

b=

February salaries a non-pensionable bonus payment of

r
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A COURT DIRECTORS AT
WEDNESDAY LS 1995
Presernt
Edward Alan John Governor
Brian Quinn, Esqg
Sir David James
Mrs Frances Anne Heaton
Pendarell Hugh Kent, Esqg
Chippendale Lindley Keswick
|
Y ol i
1] nderleith, Esq
Prc . X 11 land Smith
o
5§
'3
oy M = BN el e i, e e s having been civeoi] . s i
'he Minutes of the Court of 18 January, having been circulated, 4
. :l'u
were approved. s
i
§
lenderleith spoke about the foreiar =25, whers there %
was some nNervousl it |
|
T H
atrenagth of the | 5
strent of he :
in rest ratec )
n balancing i

Pl 5 S 1igalins
CNOSE imcrie 21X Erelncles n a
1 3 rixed X L X 1Ng naqa

had been taken strong UK economic
data were stimulating increasing market expectation that a
furthery rise in UK interest rates might be in prospect,

without, as yet, any hardening of views as to riming.
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Present
Edward Alan John George, Esq, GOVernox

Rupert Lascelles Pennant-Rea, Esg, Deputy Governor

Mrs Frances

Sir Christopher Anthony

Pendarell Hugh

Tt e
-H=le |

BYLAT)l UL 11 , ={e|
5 3 3 S R anad Smith
t ™M ¢ f 1, A —§ =L oY ! 7t s ¥ 4 . % e |
e o 1CE 21 1f 1YL JLE & Nnavililg Dpecll « lildCeq,
it - » Ty r‘
were \pprovea

exchange markets, which

were waiting on the outcome meeting latery in the

day, and the Governor/Chancellor and Bundesbank Council

meetings the next d

— T = i =y T e L o e fye. . . ' il e o e et 2 e it
FOMC would ralse rates by at least 1/2%; A [urtner tigntening

y f JK rates was also anticipated within the next I months

but there was, as yet, no predominant view on when t = 1d
Y h nitial x tion to the revis: support package

for M nada € positive, but ~ 1 be 1

<,
b
—

that the appointme

LI

1 March, of Neville Simms and David Simon as

D

Non-Executive Directors in place of Sir Martin Jacomb
and 8ir Colin Corness had been agreed by the Prime

Minister and the Chancellor. He expecited that the
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MINUTES OF A MEETING OF DIRECTORS A

WEDNESDAY 8 FEBRUARY 1995

Present
Edward Alan John George, Esqg, Governor
Rupert Lascelles Pennant-Rea, Esg, Deputy Governor

Pendarell Hugh Kent, Esq

Mervyn All

ter King, Esqg

Ian Plenderleith,

f

Brian Qu , Esg
The numbel f X CLOX insuff ent i a
quoxrum, Cthos presenc 1S11 yject 1
- £ 5 r ¥ + Y
racll 1Cca IN1 DYy L € 1 u UL C
e N 1 3 3
t 1 1111t = 1 T he =1 =1 a1 T Deer i = 1 NETE notead
'ne Minuces 1 1 Let WXrc, naving = 1 lia 1, W 10CEq

foreign exc s, 1ncluding the Official Reserves £i
January, and the state of the domestic markets

The Governor spoke about the EMI Council Meeting in Frankfurt the

et
)

previous day, and about subsequent wvisit to Berliln.
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A RT Ol IRECTORS AT THE BANK
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~ e
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Me yn A ter king, ksq
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Da=9 ¥ B ¥y 1
i & 4 - ' 1
Professor Sir Roland Smith
'olin Grieve Southgate
m} v 1 =~ i l | B Corirt —~ b | ~ +=}
'he Minutes Ol he Court or 1 Ind  the
— , ey = Bl ST ATl oy L L il o u
8 February, having been circulated, were appre

Inflation Report Discussion and Market Charte
attendance)

=% Y € ¥ ) ale | - he 11 at T 3 z T F ¥
Lne. Lol t € rd’ launch of the Report St
eel Yy S S¢ The press report had

ey, 11T ug TLE 14 L be sur 1a I
[n answey o a 1 f m Si1y |,

Mr King said that future Inflation Reports ha
to be

'.'1_1[ eg ©O t:

H
O
W
H
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:
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1

sovernor and the Chancel

might be subject to change, this arrangement

be guaranteed.
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Turning to the content of the Report, Mr King said that the

two yeare ahead was broadly

W lld NDave L 1 | I QO 3%
(¥ = o ¥ & P Py Y v J r. - Ta¥ - - -
iy : ¥ € i ": i e 14 | & | W 1
1 e AT el r - 1 T ¥ &Y = ¥ ¥ [ 3
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i P1 Jerleith noted that ste had responded calmlyv to the .
:
) i
terest rat ! ;. <Dl it sterling { s x i i :
3
- = :
lit 1 tain c verseas rest 3 W k :
|
f
aware that this Parli: not - SO 2 A1 U n and s :
were beginning to sel n pre-electi hedgling
gtrategies, Market nceres rate Xpel iLl1ons
her after the recent nterest rat rise but had
e last few as 11 of the xchange rate
;i X g A1 Ffarant 3 TIW w1 e e
Il A 1ad Y Gy 1sed
Sir Chips Keswick feared t foreign

' regsolve over t!

might test the authoritie

Si: >land Smith thought that December retail sales may have

e
O
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would add teo the dual economy effect and might eventually lead

o e e A R A e e i Y AR s T
to monetary y adajustment. Mi Ple: rieith noted that
far the pressures on sterling had only la Balla -1 days and ne
¥ [ -; Nnat Tl 1 1y Yoy s Line Al O 1 :fi,_-; - = t 1
\ 21 1ld ded ;
rhea TIW! o 1 | < mer 1M N + W =rnother .
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Ms M ers asked to 1 1@ should worry about -{ed,

of an upturn in investment. Mr King noted that if the North

gquarter was up 5% on a year earlier. He would expect that
I 1 Lo gc 1L r t " as profitability was high,
rporate quidity rong and survey lications ¢ wed that
The Bank’s Budget for 1995/96 (Mr Midgley in attendance)
With reference 1 Minute of ber 1994 ir Midgley
DY nted hlis paper w ~h set 1t Bank's curre i
ipital expenditul I 3 o the 5 rough to 1
He 1 that 1 Was ng t DY £ 't
budget te highlight th listinction betw 1 rurining 51 and

’
4
1]
e
rartly reflecting econor a g
% ! i
i Uus Xpected Cha t 1 e ~oritinue, a I i
'
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powerea cContr s 1 = -l Derll a LYOom [~
floor space to the team urning { nent, hi
ioted that, leaving aside Lthe Pri L went 1 the
Y . [ 3t ~+her than t +the Rank’
1 a g ana 5s¢ U V Fd LIlE Llldll : dllk
busir rnis NA S 1 11 he w E Turt Y
ferred to t trea ey of: ti budget
ex vear he pla ad a s ich woul
) k
3pions with Directors ke trowth and
This would be followed by a strategy
document for Court He noted that at last October’s meeting
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the Court had why the Bank ded pita d ne
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etk bring a paper or his subject 12 1 April Y
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input -based progress had been made to

switching to approach. M1

budget centr ed for more output measures.

Although these were rel identify for

commercial functions

was more difficult
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3ranche peratic b ~hat 1nve spending a *
1
Branches was on hold until the Branches’ 1 W wa npleted _i
T o + by 1 s 1 - i1
He als onf1rmed t the Ks' refurt nt was 3
4
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]
lerical, compute: r premises staff, whil t 49) iing ar g
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The City of London: International Competitivemness and
Leadership (Sir Peter Petrie, Mr Beverly and Miss Seal in
attendance)

issues, the different wvi

'

City, threats to London's international pogition and the role
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schools of thouaght on how Loncon should be promoted those who
Favoured L T ey b o i

r Vou i Wi | 1 C | C ralinac lon
retween the be e produc re The Rank
favoured the latter approach

stopher Hogg did not favour the '"grand plan" approach,

although he feared that the Government would be attracted to

that route. He felt ths L role owards the City
analogous to that of a non-executive director towards a
company, being responsible for the welfare of that company but
without the executiwve 7z bility for dajy -day t
Sir Martin J felt that the Bank'’'s traditional role in

pror q hangse 5 he City had been very benefi 31

lowever, he doubted that overseas p: >tions by British
Inviciblec A S n Ffective wav f generating 1chn giness foa
the ity, jeed ‘ould be counter-produ /e, by prompting

1ld be to

rter and

OSLCS COo
the City of regulation and taxes. Lloyd's post-war role

Although the Bank cou ctat iy e Gty 'to
che OVerrn nc , ne 1 Tl AL 1005 )L that
role. CICY 1NnLerest: p1gger 1mpact on

Government when the Bank facilitates contacts between the two

1f

rather than acting itself as the channel of communication.

The Bank's role should be to act as a catalyst in getting City
bodies to work together. Sir David Cooksey agreed with the

Covernor'’'s view and stressed that it was important to get the
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1ty's message across to Civil Serxrvants >therwlise £t was
1 - — = ! - -
hardez o persuade Ministers

Structural Imbalances and EMU (Sir Peter Petrie and
Messrs Collins and Jenkinson in attendance)

In introducing this paper, which ac =d the 1mportance

structural imbalances in the context of EMU, defined the

convergence criteria and assessed the

satisfying them in the near future, Mrx pointed out
hat conomilet n the opean Union wers nflexible in wage
ind p1 e setting and therefore external ck tended t lead
= hical ;e ' .~:_r- 1 vment :__ “his - 13t L Nere =] = riackao T
locking cchange rates, as it removed a 1 wl : 11C

faci ite I adjustment If inadequate wage ar price
ad stment led t stagnation in somne reg I > d give

r nere
limited by lang
eed for fiscal

Union budget, whi

judging monetary

the larger the Union the greater would be the strains, but that

this would bea someth g t had to be oped with I rder tc

get the benefits of a common c Si lin

noted F remarkabl transformatior n Ea rmany since 1its
W1T cn west, and observed natc g I juired larg —dsh

nflows. In EMU would es like Spain exg similarly

large G rnor felt that Spain, reland, Greece

aind | O 1 Union

S1iE El was ¥ f putting

the monetary cart before

Sir Martin Jacomb who noted that in the last

union in Germany came at the end of a long political process.
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Mr King sc sustalnable

'_'t_'.‘l‘l'.":_*'.'"1:4'—"*1"" £ respol A 1Nng

similarly opean Union countries

were already in that position and could form a monetary union

tomorrow; but, for mos Monetary

union did not imply pri area

Rather, there are changes in the real exchange rates betwee

the regions brought about by different regional inflation

rates. Thus those countries which hoped to achieve price

stability by joining a monetary union might not, in fact,

achieve their wish.

EMI: transition to a single currency (Sir Peter Petrie, ;
Messrs Collins and Jenkinson in attendance) f
Witl 2ference t a Minute of 2 = ber 1994, |V l1l1ins said

that he paper before >urt today addr 1-'th pee 1 of

Cransition t 1 single curr It followed 2 Ex 1 previous
1iscussiol when developments in Stage : £ EMU were

onsidered. In introducing this paper; Mr Collins noted t

even the Maas Group, who were amongst the most ent

advocates of an early change to a single currency, recognised

the need for a s month period of double-t unning (phase 3a)

with the ECU and national currencies circulating before the ECU

%
H
£
£

-z ! 4
¢
rosts w ld have D> be faced 1n any event [t was not leax i
- |
chat ma Y iccounting proplems woula arise, a th X change :
i - = ¥
rates would be completel fixed A hat we 1 be nvolved
would be an arithmetlical translation betw 1 units = S
'he principal p t could arise 1n phase 3a mlght be 11
arkets were | test Lhe redibility I Che system by exerting
Pressure I one o1 pYe g ‘the currencies T'his would lead to
1 ¥ = —yr = ™ 2 v ar - =1
flows of p1; Chreaternea urrency ILNIEC ENS NUTXrORean ventcral
r- 1 1 1 hop L AL S A e i S S T L LT M : UL o R S e
BankK, wihich would Il1lnd 1C Nad mMounctling &asSsetsS 1l that currency,

and liabilities in ECU. This would not be a problem provided

that the exchange rates remalned unchanged. But in the event
] :

of a country leaving the Union, the costs of this exchange rate

mismatch would have to be passed on to it
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Chips Keswick: Directorships

gave their approval to Sir Chiy K¢ k ning the
1 + M M " A m - . = ¥ ™+ T ~
» | Fatal: Aamerl 1 LCOYporacloll 1 Ol A4 1 1 CAa jale
T Holdings International Ltd
Executive Report
With reference to a Minute aof 192 Octobel t he eputy
FOVEel r said that he ad met the Chance 1 ind the
Permanent n Y t ol mo Cit i = 15 ¢ £

11 f BEar = Ty = 1 I fil >
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AiLLract - XA i n private s o & b
11d take o1 e Yegls on funct 'he Bank

this route might entail; if the Treasury chose to gc
tender, the Bank would want to bid for the work. The

Governor said that there were further economies

planned for that Department. The question of the Note

Issue was tied up with * Review, but we might
nan rturthe: ravings C ) 1SUYVY werall

A E er, T [ £ items w 1% m1 (= 1 he
I 1sury’ ew of DLa pu 1 Spenaing

- ver 1 jvised Court of t i 1€ pments wit
regard 1IPPOI package for Me: reminded
Directoz he origins of the support pror 1ls w

ierged shortly befc the New Year Wk the US
authorita had to withdraw their attempt ptair
_ong? sional s to Mewxico, the

=20 'hey now rested

heavily on the ial reserves and a very

IMEF . This would be

large standby credit £

gsupported by a $10 bn
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from the BIS and a similar
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TTPEE AT A MEETTNS AD DTDEATADE AM MIrs O AN
MINUTES OF A MEETING OF DIRECTQORS AT HE BANK

WEDN

Present

Pennant

Rupert Lascells

Deputy Governor

Brian Quinn, Esq

Pendarell Hugh Kent,
Mervyn Allister King, Esg

Sir Christopher Jeremy Morse, KCMG

e Bl s e s ln s e

"J’(.’,.L,"
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OF DIRECTORS AT THE BANK

2 WD

SUNDAY 26 FEB

1995 6.30 pm

Dy o~ - =
Present

e

» B5(J, GOVEIrnor

i

Edward Alan John George

Rupert Pennant-Rea, Esqg, Deputy Governor

Sir David Ja Scott Cooksey

Fh
O
=
=
o

pm)
Mrs Frances Anne Heaton (from 7.00 pm)

S

.05 pm)
n B Jc

Mex

Ms ¢

T an 1 ¥ 1t}

ild £ en 1 11 ' Dol

=Y 4 11 | 1T 1 =

34y 11 y Scholev
Professor Sir Roland Smi

4
3
Br |
3

notice on a Sunda Y eNve I'Lj_l'lg s

indicative price LOr Clc

T'his meant that Barings was of the order

of £800 mn, and a net deficiency.

Discussions had been taking place over the weekend with a

congortium of leading banks, and they had come up with
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contingent commitments to recapital
£640 mn. Subsequent to that, it h

cap to the « positicons on the Ni
course a pre-condition of any capit
be prepared to put in £300 mn of eg

the company. [E they 4did =0, t

be proportionately less. Barings

capital, and we could accept a risk
from the former 10% There were a

could free-up capita

involvement 1 WO

1 xt. 1 Y ol 1P were put 1n L 1

provided Barings had an €

able to provide if necessary up to
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be in effect The Gover
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Sir Chaps woul
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deal

e

s motiv

Brunel

concerned both about

technicalities the transaction.

(]

questions and comments from Members
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Barings would certainly have to stop that evening.

] - ™ = W O 1 4 t | =

Sixr David & the relt that Barings’

s s 1 3179~ Tl Y ~ R b I =] m 3 - 3

failure woult Crisis. 'he Governor said

that the perception that we were prepared to let Barings stop
would have a major effect on all British banks, but we would

present this as not a generic problem but one relatinc

Barings only. We would try to make it clear that potential

liguidity problems woul
% Y

Sir David Scholey said

sentat i f Deutsche

L London as a financial

. wid Brun he
overnor then report that the 1ls had changed, t
Brunel were now King more forx Lh EoEne
intermediat n; Members of Court agreed that this sh
given as necessary

]

ir Roland Smith asked what the Bank's loss would be if Barings

Mr Plenderleith said tl

1 1 1 1 "Iy gy - g £ : . y = o
in hand, though there was of course recourse to
The G¢ rnor sald that the syndicate of banks ad reac
} i -} " = £
broad agreemel o) e wa 1 f
the Bank to pu 1 t had been repre 1ted
to hin 1at | t hie nk would 1}
ome, and h thority t put £5 mn in to
the capital inj had earlier been prepared
to contemplate our participating on a much 1\ rger scale
o contemg te our particip:e C
Court agreed to this proposal.
E
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\
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é
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COURT OF DIRECTORS

Declaration

Made before Date
Edward Alan John George, Esq, Deputy Governor
Rupert Lascelles Pennant-Rea, Esq, Deputy Governor
Sir David Gerald Scholey, CBE
Brian Quinn, Esc
Mervyn Allister King, Esq
The Governor 15.3;98 #5Sir David Bryan Lees
Professor Sir Rc Smith
The Governox 15.3.95 ve Southgate
19
Keswick
. KOMG
e
The Governor 15.3.95
The Governor §.3.95 *David Alec Gwyn Simon, Esqg CBE

Bank of England Archive (12A110/9)



36
COURT OF DIRECTORS AT THE BANE
JEDNESDAY 1 MARCH 1295
present
rdward Alan John George, Esq, Governor
Rupert Lascelles Pennant-Rea, Esq, Deputy Governor
Mrs Frances Anne Heaton
gir John Chippendale Lindley Keswick
Mervyn Allister King, Esg
gir David Bryan Lees
Mg Sheila Valerie Masters
Ian Plenderleith, Esq
Brian nn
i
+
.'l
3
:
s Minutes : E3 1 15 February, f 1 1 of 22 Februarvy 3
) : ]
- - a . : &
and the Cou f bruary. having be 11 ted Nere 4
&

yroved.

Mr Plenderleith the foreign exchanges and the state of
the domestic markets. Although sterling had been marked down
sharply when the foreign exchange markets re-opened following the
revelations about Barings, it had recovered somewhat during Manday

and had not been under any particular pressure since. 'he domestic

financial markets were st as was the equity market,
recouped some of the decline record the beginning
Bank was monitoring liquidity and ad ) 7
lines f redi being withdrawn from class banks but n at
presenc or 1 SCa.leE Cause iriaue 1
executl t the Governor hat 1 ght be
gl for the quote a price 1ngs'’ o
institutions whose holdings of the latter were valent to a
substantial part of their capital. Given the current uncertainkty,

it was difficult for a holder to value this one-name paper. To

date, we were aware of only one institution, holding £25mn of

Barings’ CDs, which might be a case in point and the Governor

\L?

thought that we should have heard already were the problem a largs
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cale one. Quoting a price would, the Governor acknowledged,

involve the Bank in some risk, but this was unlikely to be material
in relation to the Bank's balance sheet. leal would be a

. - - - nar + . b P | FAT™ 1 Fa s, Ca
private one with the hol CDs, y at a price which

met the minimum needs of the holders.

Court, noting that the matter would be revisited, should the risk
to the Bank prove to be greater than currently envisaged, approved
the provision of ligquidity in the circumstances and manner which

the Governor had outlined.
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

WEDNES
Presentc
Edward Alan John George, Esq, Governor

-t Lascelles Pennant-Rea, Esqg, Deputy Governor

Mervyn Allister King, Esg
gir Christopher Jeremy Morse, KCMG
Tan Plenderleith, Esqg

Brian Quinn, Esqg

The number of Direct insufficient to form a
morum, 1 hose I f I UsS1lness, 3upect 1
ratification by the

T Minutes of the last Court, having been circulated, were noted
Mr Plenderleith spoke about the foreign exchanges and the of

the domestic ma rketsg.
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A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 15 MARCH 1995
Present ;

LR

Edward Alan John George, Esqg, Governor

Rupert Lascelles Pennant-Rea, Esqg, Deputy Governocr
Sir David James Scott Cooksey

Mrs Frances Anne Heaton

Sir Christopher Anthony Hog

[te]

Sir John Chippendale Lindley Keswick
Sir David Bryan Lees

-y oy
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The Governor welcomed Mr Simms on the occasion of hig first
attendance at Court. He added that due to prior engagements,

Mr Simon was not expecting to attend Court before April.

Minutes

1 . = T 4 — = | ¥, . . A
I'ne Minuces T LENe Xt OL 1 Mar iria Vi %
QM 3 - i rer 7 : +od a1 o ~r Y Y
5 MaXc ¥ 1 I DE : T 2 ) & ace W - § 8] ¢ L

Monthly Economic and Market Report, including market charts
(Messrs Allen and Bowen in attendance)

Introducing the Report, Mr Allen said that there had been

clear signs of an upturn in retail price inf
measures, beginning late in 1994. The January RPI figures
were in line with the projection in the February Inflation
Report, but the major development since 1ts publication had

-y

been the fall in the exchange rate - nearly 3% on the
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aeffective index. This obviocusly raised que 1ons about the
impact on inflation. There were three possibilities:
{ = \ & - -~} = = Py S =171 - : | - S ~ e = ACn - |
(1) he exchange rate fall might prove temporary, and

(ii) the lower rate might persist for a while with some
temporary impact on inflation caused by higher

import prices; oz

(iii) the weakening might prove permanent, in which case

ort prices coula be expected to

higher imp

9

into domestlic costs a :_1-\_3 prices. AL Che eXxLtreme,
- e 1y O a Ao q ) i ;
1 S Ul add 1l/4% L/ < C e | A L€ 1
=y ~o e ! - Tme
LW y al o L LTIC
n output, thex wexre clear s =g e a v , and >
eC oIl was now growlrng at a more susStadlnal 1
P ke s 3 i i e B A, S P PEPILIING, LAY o P .
was sta ]. 4 eviaence or a Ual economy, WLlLIl CraQdil E

growing strongly but non-tradables

LY

in those sectors close to Recent exchange rate
movements would do nothing to reduce this. Manufacturers

were still being disappointed in their ambitions to raise

U

prices further, with the extent to which they could pass costs

on to consumers clearly restrained by weak consumer demand.

4
&
%
!
T
§
T
1

Another puzzle related to manufacturing investment, which had

not increased as much as might have been expected, given
expectations about output. Part of the answer might be that
manufacturers were responding to increased demand by adding

new shifts and taking on more labour, thus using their
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existing capital plant more intensively. It was certainly
true that employment in manufacturing had risen & 37,000

n

e

o W
s @'
T
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i

since September
manufacturing employment for many years. Meanwhila
underlying annual earnings growth in manufacturing had gone up
from 4 3/4% to 5%, while in services it had fallen from 3 1/2%
to 2 3/4%. That left underlying earnings growth for the whole
economy at 3 1/2% - about 1/2% less than we had expected a

year ago.

Mr Plenderleith said that the past month had been a turbulent

-iod in financial markets, and sterling, while generally on
the sidelines, had recentl been d wrn 1 {low Y 11s had
not ad mu "fect on the domes : ATk : story

5
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e L Ldal WE € L ETre were 8 3 S 1K
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i NS | Il TOXwaXrQ-100Q C I X €
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11Ireren AlS ; che rail re o coe’ palda e 1 1
el I a AT o e Ml s I & 3 X 2
1in JYess; Arna MeXxXlc ine errec L 1 weaxk 11 ad

peelnl I rl i n pPes -l
1 + 1 !
and th - there had

been ris

had initially risen against the dollar, but then ran into
profit taking, and had fallen against the Deutschemark. The

fall had been partly reversed,

only 2

markets

future, nth nteresct

rates h D =t
- 1 - > — e ary

vie | A plLalr 1K 3

the wvie ed rough intoc

inflati rary X

because, if permanent, there would be a monetary policy

= = - P e o . e e i S 3 o~ - P M e =S sr ] A iy o e
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given us some support to other European countries

Sir Christopher Hogg commented that much of the analysis was
based on volume and output measures, rather than
profitability. Company management tended to be driven by

margins, profitability and cash flow: if those elements were
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disappoill Lirms would undoubtedly remain cautious
about in Ihe Governor felt that profitability
A Il Nnoted Chat

activity, the Governor said that there had been a

slow-down, and that the run of numbers had been re latively

weak since the turn of the year. But the Agents and the CBI

remained fairly positive. Sir David Lees said that there had
been little falling away in the engineering sector, though
building was weaker. Sir Rocland Smith said that the pressure
was undoubtedly on marging because of raw material costs.

here was still a lack of confidence about the outlook, and
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Mr Plenderleith asked whetl ity was a less absolute

1d Smith said that there was
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concept than formerly.
certainly more flexibility in the way companies could use

labour, and that it was therefore possible to use existing
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plant more intensive
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but why Si that the

reports provid ent analys . OuE
Sir David Sche commented that they tendsd to report cur
perceptions rather than explain them; it ought to be

possible, looking at company analysts’ reports on the major
industrial companiesg, to provide more analysis of their

investment behaviour.
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decline, . 8 months The :
make-up of h th .
chopping programme: but

commercial building was looking up, and that was

LN

rart of total demand. The recovery was far less

m

in previous recessions. Private sector housing
extremely weak with prices flat in 1994 as a whole, and
dropping in the early part of 1995; The effects of this
would undoubtedly be felt further down the chain. Sir Chips

[ | -

Keswick felt that hous 1lding in the sarly part of the year
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had been less
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Governor that the ove W ire was d u
t 1S¢ Thex wer sncouraging figures Y 1k
, al r 7 10pe on input £ L X NES 4
plainly a good deal of c pressur 1 bet piit, g
3
. . i iy
the g ral i1ndications ot jreat 1e first
juartex E. €l year than previocusliy It wa | 2ar that
the exchange rate could k ore of a problem
The Baringe Failure
With reference tc >f 26 February and 1 March, he
Governor reported on the events at Barings. The 1 us now
T = ]n'._.-.-f_h--' 13k T r ",‘:_5_.'“1: ] t ‘ (o 4 o ~AvayYy
It would ed t omment the lines of : ipility 1thin
Rarings ol o4 processes and
5 YV arra Al ) ne
1 5t 1e Secu es and
b b ritvy
Concern had been expressed publicly about the make-up of the

investigation, and in particular about the Bank apparently
acting as judge and jury in its own case. It had been
decided within the Board that the three Executive members

would step out of the process for that part of the enquiry

relating to the Bank, so that the six independent members
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would report independently, with Sir Alan Hardcastle as
Convenor The aim, 1initially, was simply to stablish the

of si ®
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complete 1it, 'ne conclusions would be in two E1Xyst.;

dealing with the failure itself, and the actions which Barings

should have taken.
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and possibly the regulators c
Second, there would be regulatory lessons: whether the

gtructures or format of regulation could be improved.

ention had focused on

At first, public at

"all to do with
derivatives" argument. That view had modified a bit: it was

clear that what had actually happened was an old-f:
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used ( rescue arings seneralliy;, ING L€ V 1T1g 1s1ae some

rather excitable comment, 1t had been accepted that this was

neither a case c

problem.

fortunate to find ING Bank.

The aAdministrator

1ngs would have been sold

L i h.'_lt proposa 1l

lost money. It
JI_-r 'l -
t much foz
eady the Barings
1 ha
Li LI
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inter-bank market, some banks were paylng a little ore )Y

funds, but less that might have been the case. We had made

it clear that we stood ready to provide liquidity if needed,

but no one had taken us up on that.
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