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A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 12 JULY 1985
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A gquestion having been raised on the draft Minute ' it of

5 July, app was deferred until the following week

There belng n omments on the markets, Court proceeded t considex

tl final draf I he Board of Banking Supervi ! Report o
Baz ] E A he Governor's invitation, M ‘oot wa it tendance
r Quin 11d tha 1 lembers had now had X t "y to read
‘hapt v 1 ! f the draft Rej p r witl Tary
OF th Y Rey and the Bank’s draft I ) in

eco nd A question ] r b A
prepared mment the Tingl dra N o] ] 2 1 Trox
membey h 1rd W 3 view to sending & ! re ersion
Lo 1 hancelloz the following day I'n 11 1 r W
proposing to mak : atement in the House, ai which there would
be a short debate, on Tuesday, 18 July Parliament was t iSe on
20 July, but its last business day was likely to be 19 July, and

the Governo:z

and Mz

Quinn had been called
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While we did not seek any other measure, 't

to some harshness in thelr assessment of the Bank.
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Mr Quinn saild that Court Members would want to assess 't

culpability of the Bank 1ite : The Report criticised

implementation of our

themselves or our approach superviegion. These crit
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focused on one individual, Thompson, who had in fact resigned the

previous day. The Report did not conclude that we had

ontributed, by o ion o1 n, tc the collapse - but
neither did i1t exonerat 1€ It was ¢ : rable that we might
have de earlier had we beer ore vigila t
Mr Quin loubtful given state of BRa gy !

ontrol 1/8ecurit 1 ind 1 no hin f the

problems there. Other businesses in the Barings Group seemed to

have been conducted properly. We had in fact planned to d

NLTrols 1nspectlion On ctihe 5 111 19 eI Y 1Tl
March 199 It wa ilebatable whetheax pers & Lybrand wor AVE
11 ered the esses
[he preser nt were unlikely to give S the Il the
doubt T management st was well YW
already light would undoubtedly be A good

1 - i-"» & all 'l T Mr 1l 1 aa 1

I ride de 5 1 118 L I L =
i it the produ the R 1 i been a
the Board and the supporting team, wit

Ice March and with the Report completed in less

ared with a year ftor | Ly 15 months T Hou %

I Fras g e Arrow, b year for Barlow Nl
.E

1

Sir Da that ri howaed that manager t ;
systems juate over a ng periocd L was t lear e |
i3

whether the Bank had been seeing internal audit reparts relating

this, and to what extent the Bank had asked gquestions of manageme
1 bout controls Mr Quini 12 problems had begun in 1992
when the ricies Cradil I Barings beca

rofitable. 3 g 1p about managemel
controls at that stage, anc SCus 1 betw ' ink and
the SFA. Barings had cons sing of the securitis ST

but had eventually decided to merge i1t with the bank. We had

subseguently had regqular contact and stayed close while Barings put

the two operatio
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that we had ourselves found it difficult to pa some information
Singapore through the gateways.
Heatcon asked whether Y nber c ¢ Lons
MY 1 ha t > were h larg £ }':_". i 1 had
been introduced, by tl 34 , 1n the 198 ., and ther L
a1 EC Directive. When ba securi : panies 1id merge
we had had to adapt the large exposures rules, but there had been
quite a lot of respecification. One ocutcome the granting
treasury ncessions here wez probably t [ 8
x: eaton noted tha | ni n thi A had run
n as policy w 1 being ped. said
indling of tl 1d X le en ur \ t w 1 ]
for a 1 1 i & me ind amount, i W
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a question on which Barings was entitled to plnion or ]
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neverth there had bet massive fu e been 2
spotted. Mr Quinn sgaid that the auditors 3

sample transactions, rather than all t

legitimate, but the testing had beer
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the section of the Report dealing with auditors would prove

extremely awkward £ Coopers
Mr Quinn noted that the large exposures section of the Report was

the only area where the Board had been unable to come toc a view on

whether or not the k had contributed 1in T way the fazx
L 1 Ina 1C Irprising that u ! n leit oper
Up until the end ¢ 1895, B arge exposures 1Icession
ould have made n Leeson was not relying N Marall
yyment 1 1at by pre ng Bari nply witl
the 25% rule afte: he end January 1995 would ha le a
difference seemed fanciful as the clear,
were not in a position teo know whether they were meeting 1t o1 :
Sir Davwvi vy referred the peect ¢ by ha na
the SIB The Bank seemed vulnerable to the criticism
at was not sufficiently familiar with s« ritd | K¢ W
I s Tt pa tha ne of argument Q aid that

Bank was certainly less well equipped to

.
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auditors: Sir Colin Southgate remarked on Leeson’s ability to have
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3
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S1 ngapore, being re Sponsi ble both 1n dealing and settlement. Ul o |

IT, the Bank had eight years ago issued guidance to banks on 17

. ~t 1 o i M+~ " IdaA } } T . F
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computer systems. The Governor felt that it was inconceivable

hat the Bank could have det } = n computer programm:
1in an off | ation. I oI e in a st f

interna auditors and external

to have complete knowledge,

worldwide, of the ings of a banking grouj In response to a
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th found the internal control regime in that area to have been
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rgeant, wasgs tough and naqul re frs Heaton
t 1tself had refex s “he management f
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Thompson had been 1n place since 1991, al

'{'.lr"é 11t Voagsegsment reviews
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11 ed I 111€E inagemel but would probably 1 b : i

the Bank. The CGovernor said that we had yet to take the decisior

< 13 I 11 i, And ha nimsel nhad an pen mind n whet 5 ol | =
be me kKina Oof external input we already d a

._j,-_if'_,‘il_,' '[ | L',',‘-,f' viga the SI1U for co ] g rayv | 2ews, vt £hat | Bl !
concentrate on fraud rather than on a review of the PEeIVis 1
the bank itself
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Mr Plenderleith wondered whether the standard of supervis

displayed in this case was typic Mr Quar that there had
been a substantial culture change since BCCI, t had =d | 3
toughening up of supervision. We were now more penetrating than
ever before. lhompson, the senlor manager responsible f«

change harder than most. We had

al 1Ay 3

=plsode Mr Fo id that : 1l o r supezl . d to L
moved out, & Wi couldri't rush a this : there wa:s L e t
pIre contilnulty and Kr age
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tl 3oard for jular repol o1 Baiol. ires - David
wondered whether there were othe: ] 19
relationship with the Ba night The G rnox id th
1ad not yet i The Board's relationship t I
Supervision was rather similar to that of Court with the re o
£ =
Sir David Schol felt that W Ir Court itself ake re

Bank of England Archive (12A110/10)




that the Bank was capable of delivering

Roard. He felt that there should

Board now that o}a 1
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adequate supervision, and how it
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taken the right judgement about Barings in February, and
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A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 19 JULY 1985
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MMr Quinn \ ( ng Deputy Governor
g

My 4 pan

ke o -

Ms Masters

Sir Jeremy Mors

ir Plenderleitt

1 Lia 1 § & 1

r Simms

Sir David Simon

Sir Roland Smith

The Minutes of the Courts of 5 a uly wez \pproved

Monthly Economic and Market Report, including market charts
(Mr Bowen in attendance)
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Mr King r l1led th n May, the Bank had 12 nded a
tes in ordel 1mpr e tl
E 2 1/2% 1 10N targern l.l},-'
- i e June eetlng 1d |
i v 1ad I =l T 1C1
wnilite 1CKI "\"."-_'__':i'g_ 149 i che ~d Il 1 o = | =

events S then activity had become weaker, but RPIY
infla I ad. 1S Our d n = ne moz a
It was ar that st pressure omil throug
inflation, although d stically nerated j res w

weaker. On activity, the final figure for non-oil growth in
e

the first quarter was 0.6%, around the trend rate. It was
~lear that the figure would ha I I for tl
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taking a ri

important for him shown right
Sir David Scholey wonds ar we were still affected by
2TIAS | Initial i I =X I
del related contract I the =2 X
[f those effects wez wearing off, then s« 00 WEXH | f }
positive influences t vy thu 11
He felt the monetary
l'he Governor s 1 that he dilemm . now q e ' We
1rly had cost pressures, includ ] 1k r Cost }
- e short T In the longer run, 1if one took 1ev
W Nal kely e ’ 1E1 1 Wels L Lk

CcCOlnsumel up nex Yeal
Lkely to b nd ta ¥ ! t least
104 till increasing I stment 1 nd ry, Wl | 11ight be
X t e 1ally raise capa ;. was all a f 1Y€
i as easy how inflatior tht rise k , we
1 chna ‘ e ecol 1Y 1 Tl L i Wi
w ould ke a iew on how 1 3 -
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ol Mr Quinr that tradable 01 - were
1§ AL 11y na 1dables; Al adables
f eXE ' o) ae nd 11d pick
k ater this A dices | bot les
on-tr 1 X k up sharpl

The 1995 Pay Round Report (Mr Lecky-Thompson in attendance)

With reference ¢ te of & J 1 t i et 3
vear ' s n the pay round, M K3 iid that we
had had a succ: tcome 1nm r | mnits, 11
below Union demands ; were prosy L Y withir - ubllic
target for the vear; aind had started a _rong trend towards
merit pay rather than across-the-board settlement;
Nevertheless he did see difficulties in the future Thus
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David Lees warned that we would need to be very clear,

before approcaching HMT undex the public pay policy ruleg, that

there really was no scope for further esconomi we T jnt need
t ake a specilal cac supervisi irea a 1ther
cChar T Bank i

3 ip 8 B S1morl 11d {t E B urprised to see gl Tack
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1 pay very small ria the-board, f
any, entrate entirely on personal merit pay
Nevex i, BP had loc re people over t past
1X months to higl paying jobs tha € he whol i
T 1S FOuY V=
The Exchange Clearing House (Mr Clark in attendance)
£ the Governor'’ nvitat i MY lark i santed pal
1 bing the Bank' roposed 1 n monitering and
ipexrvising the tting syst : al it E
3 140
| i 1
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' hat it
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background of the Lamfalussy standards agreed a few years ago.

et s
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hould be a r ssets Lo | 7 mediate Juidaiat and
sharing agreements. A particular issue for any

kind was the UK Insolvency Act and ECI

— F

to derogate from that provided for under the 1989 Companlies
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inevitably reputati 1l risk
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Relations with HM Treasury (Mr Clark in attendance)
T Y | . M ' 3+ " 3 "
11 pPrese Ll 1l s E Pt r LI 4 ALl L L 1dQ D
Pat ot f er Deput rnor’s jestion and
i a s1 n report on the Bank’sg rela 54 ) witl ts
r —~ .4
ent counterparts at HM Treasury. Sir Jeremy Morse i
it
thought that the paper was extremel: 11 H 10ted t 3
= - F: |
whatever the stat ry ents 1 & ntral bank and :
a treasury, the pract ng depended the mutual
respect of those invol 5 general sense was t
relations currently were not too bad. He had two areas of
concern: fi v, whether we were able to cover adequately the
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approach this either in a top down, macro way, or in detail, at

the micro level. The former was guite difficult for the Cityvy
1 fficult fo . .

and it might be dangerous to set up a single institution
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2 HEX i 1€ e 1e | i il s 1C1E I ¥ 23 ' i
1 1€ DPdAdDE ! i ;__1:. = 1 H ¥ w 1 1 N %
4
ement, aiz late t ramework j
racl 1.l C It =a oI hh
1Hif
the wvari 1 the o
We wers with th
o Y el I WEernoxry
had now =i 1 for: 1 to the rejy

oL o it e L ot i i S Dk it 4K

The Risks from CREST (Mr Simpson, CREST Company Secretary, in
attendance)

{

8
Ma =d report on CREST. He said that :
the aim Or L reassure of Court tha
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CREST was not posing a risk to the Bank. ’'he main risk

highlighted in the report was the cont e wit the

Stock Exchange, which now turned on the

i ymmission 3UEH a1 systen e Stock Exc! 76

wanted to put these sts 1to CREST v larg : Ls
1 a

Ll 11 T i "'.,"

1t 1 tory

t ne, whict why REST now | fied thi 1€ w risk
rea The K 11 pe of SI 1 1sation wa

K1l ' | t be res ] 11 ictorily, and M ent

Ms Masters asked what financial risk remained to the Bank 1f
CREST failed to work: Mr Kent confirmed that there was no 4
1 1idual finan ntract i t Ban England

i
-i
!
:

The Printing Works Annual Report and the Report and Accounts of
Debden Security Printing Ltd (Mr Jarvis in attendance)

r Christopher gg said that he remained “hat Debde i
i
should be exposed g [ar as pos ble t Ha W T 3l
I ! i
rea = M1 Y ET t 3t i W G —i= 1 s e %
X 1l wa 1 11 £ 1 : as a usefu ns :
. k|
= } . 3 eferred ¢t I g g ¥ |
f ieving tl . and ferred b mercic 1 i
s |
i
1 J 1 b " o = 4 . = [ ]
hat had ! U C O fully lated were 11 nte 3 ¢ ;|

Siz Debden Security Printing was paying no i
A
111 Jarvis said that tl Wl vAarious :
: 3
ntin which required DSP t 1ave reasonab liguidity 3
. & |
At & & L - WEeTrTroy S4a410 1 W NO ":1 1 K 1% T 1
pt il 11¢ ] !
T
]
the guestior 1 d ide revert 2 1Tt Ms isters A
i
1sked what would happen to the spare property at Debden when
the refurbishment was finished: Mr Jarvis said that this would
revert to the Bank, and would be available for B purposes or

if required.
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Sir Roland Smith asked whether Mr Jarvis regretted the passing
of the Debden Committee: Mr: Jarwvis said that he 4did
valued the opportunity to discuss the Printing Works with

pecple witl

A Report of the Trustees of the Court Pension Scheme together
with the Annual Report and Accounts

1 . | 1
The Governor, having d lared 1 tent ntet 1 :
¥ Penacilr T + ~ ot —_ tal et o Y, g . ~,
= 1 1853 Jjecner w - L = 8 y
1Tg AEeT10 =§gls 1 hn 1 < C =54 =TT
Y 1. OF 1 ] e of e Y r
ntrodauce th e1 This con 1L R I I
the Chief Investment Manager, the latest Report and Accounts of

the Scheme and the actuarial wvaluation of tl Scheme as at 8
February 1995 Wit egard to the latter item; the Report

i
H
1
4

£ A g Vo =l [ gt O A
I C i I PLE TEN LOY aX
~ vy 3 4 —
- L + i L
¥ & 1 Bl ™ p
2 AT e = . ¥ ¢ .
11.Ngs Cap SPULY i = |

v S |
L i LAC

b 3 - r g - =

AL o L L i L S = 4

A Report of the Trustees of the Staff Pension Fund together
with the Annual Report and Accounts.

ru =es of th Sta nsiot 1, rod jele): Cr
I'rus =25 relat ] 1 Report - f ef Invest inager
concerning the management of the Fund’s i1nvestment portfolic
during the six months from 1 October 1994 to 31 March 199%.
The Report also drew attention to the Fund’s holding o
£2,250,000 9.25% Perpetual Subordinated Notes issued by Baring
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¥ v y Tt v = by raranti g ’ v
Ll 1 W =W L MOoLEllllal -1 L Lt
i L r
v =] 2nt man TarQs ¥ . ~Hht T { ¥ . [ . "
¥ - t T ¢ ] 1 A ol Pl = T ¥ -
Ailad A - Y SlIOWU LU LaAe o las i [ =

Scholey had ea | indicate s Y lea
rTernoyr sa i would 11ing nN1imst 1 11LIf1Culty
I t £ o = - - :
L i L oC Wil ML ou i i ' i -
1d & K sd oI e Tac ] ! 1 1irplus,
b ; 2 ; e e ! . e
1 £ 4 k Y 38 wWas Smalld ; 1 I Ay rndaaq
Ik Inequ 3 1 A ant 2 EEOmM LTn BAalkK 1 - §.% i I =
funds ; ind ha n ne public perceptior W 1 {1111 ult
t il Y it "T } p | e 1 1 e 3 e | t ¥ ¥ F1im el el
encang.ls 1143 E 3B e =& L% Ly £ 1 UL A T'1C
those of the Bank. The Gov oY =Sald hat L 1 Y T  Ehis

analysis, Sir Jeremy Morse said that it would in the

nd urt

agre hat the direction should be given on that basis

§ ‘ Rey and A mnts or he tat: Fund w =

11 Delol 11
The Executive Report
¥ith reference t D SE, 132 11y, Mr Quinn repox 1 1at
the Bank’ 10} caclo in the BC 1S L Crial f the
preliminary 1issues successful A hearing was likely

to take place later this year. In the meantime the Liguida
was said to be amending his claim, yet again. This seemed on

balance to be not such good news.
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

WEDNESDAY 26 JULY 1985

resent
Mr Quinn, Acting Deputy Governor
Mr King

Mr Plenderleith

T T T Qg e
1MX L) | 2l ed 4
=, Sl FEER -~ +h 1
aquor Pl £ A Lkl A
rat 1 i U
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

WEDNESDAY 2 AUGUST 1985

Mr Quinn, Acti ng Deputy Governcr
Mr King
Sir David Le

Mrs Heator

Mr Plenderleith

Sir Dax

The ' € I'é assembled b ] f

gquorum, C presce I JCELE L C 15 i

rat cation Ie “ourt.

The Minutes of the 1St ing, having beer rculated, wez
noted.

Mr Plenderleith spoke about the markets. Sterling had begun to
rise on the OECD Report, and had taken the Inflation Report,
published that morning, as repeating th A Y. ites would have
B r 1S L1l e [ 11 eVvE he Government' Larget

Mrs [eat 15} y 14 f 1 4 Japan’

f ! osm redi Jnion Mr Quinn i 1se
had L 1 1 tter tha 2alll I 3 E L . Lne =
ma ues I 1 1 £ s, and
whether I pan WwC 1 14 W 3 _A
the S1L AC 101 ed poLentially i J W 2s
had providing advice at the Bank of Japan'’ eq

\\
+ |
i 1
\ ~
I‘I'II \
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Present

Mr George, The Governor
Mr Quinn, Acting Deputy Governor
Mr Kent

Mr Plenderleith

The Y LY 1 3 S peing 1 { )
q: ¥ T (=g : T - [t r E
ratctiricat Y ¢ Lourc

The Minu f st Meeb inc I, ha 1g k 1 ]
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MINUTES OF A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 16 AUGUST 19355

Mr , Governotr
Sir David Lee:

Mrs Hea Il

: i1 =
S17y hip v QW1loK
Mr Ken
olX da 1 )
Ms Mas

< 4

i wd L LR S

o1l Davia I

M1 1t ~f ] #% T 15
I'n Minut L L -9l € | & F
2 and 9 August, ha g been ed, wel PP i

Inflation Report Discussion and Market Charts (Messrs Townend and
Bowen in attendance)

Commenting on the Bank’'s 2P C ; which had ! ]
=== )y 117111t Mo~ v +~ 2
published on 2 August, M: 1at althoug i1 a1t ion
fors 1 wa lightly lower than in the Ma o1
t t WO vyears, central px i ed a 1€ :
4 e |
i
X ' ) 4 1 earl 1 7 1 . =~ ~fF = 2
1
3
T - 4 - = 3 " 3 |
rery 1 i 1 t with anflati i g
sectc W ] =1 ] that X s is
The flat ler led on the ansv Nel Y gquestior
Wi tput nt C jrow at 1ts ecent Wi E
inflati ATy Pre 1Y felt in the trad jood ect S E
= =~ . . - e T =T = - - ~. 1
cecond-round effects via domestic 1nrlatiol Wil he recent

increagses in the money supply lead to higher demand? On the

latter question Mr Bowen naotec that M4 had grown by as much as
6.7% in the year to June and there had been a significant

]

increase in individuals’ deposits in the second guarter. The
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causes of this growth were not clear, but if it continued it

could result in increases ii

= v Nnexrs Walk a
parallel incres n bank 1 we1l
clearx : Ly, it ¢ d a2t ¢ h d ar
increase in nt demand.
Turning to the output gquestion, Mr Bowen noted t althougl

growth had been slowing it remained close to the economy’s

potential and we did not think it

beer wwvoluntary steock building in latq ) 9
and early d 1 X X was whether any attempts
unwind these stocks would lead to a mox jeneral slow d
demand N week's P data would shed more light on thi
quest n But today’s tail sales data, including 1ons

retall demand.

present was tae sSCrong gro

example, the hgle el )1 NAUEs 1ad sSnown an
=T 117 ¥+ = T T i Y - - ~ L 1 -
LTC >asc 11 Cn : | 1 1 J S1Y € e Ol I
the recession LEl yh the latest ibour m =t sta 1CS
} -~ ~ ] PR [ —~ - — - -
showed some slowing 1 amploymen 1 wth, = emalir 1
consistent with GDP growing at trend an b I was

Taking all ¢ uncertainties together tl s central

ion was still 1 flation t 2.5% g 11
8 mor cime and t! . not ou I Lne with other
forecasters or with exp ations implicit in the g ket

Al
ne - - - - = o~ = N~ ~ - + NI T T + }
1 = ¢ . } r 1 b
MY wllernd 1rew adLbie L 1 = LG B i AL Yevival I I
10llar since L ALIgus a1a N Ppar liarl SiTice 1 SLIC 9SSt
£ S — - L TN 1 ¥ 1+ - 3 - 3
Y u 1 &I roncerted 11X NnNclion CcCakKe 1 Ereviols 183%

favourable recent OECD report. Although market expectations of

higher interest rates had eased in recent months, there had been
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a corresponding increase in their

inflation.

The Governor was { 1 by the pul tion that
we did not miss the nflation Y E woduld
and so we shculd n tighten litions for f
slowing tne economy ubli eemed to want

Chancellor to direct policy towards

than resisting inflation but history

short-te 1ad long-time 1 I'l
uncertaint ling the out bk but fel
tl Bank were to } - f from 1ts o1 flationa
th stage it would 11 the pa 1gh of secc
P st T ~ 1 O Tl 101 ¥ 11 aCi1onarv ; Yy es 1 -

-1 3 ! ! - " = I
the to hide be 1d t ern
V=18 + oy = | 4 v a = = . g
naa, i  # all , i 3 O
=~ 1 T v ~ - » = Ta Ca * ‘ e T —
3 Wa s 5 get 1 | n below = o arou
was concerned that this formulation was bescoming

Sir Chips Keswick said that the markets did not believ

interest rates alone

develcpments and developments

important. The Governor ag

st ] ] was a v 1ctor in :_ flationa
but was difficul juantify its = Wou
1 ghted if the pound 1z rered to end-] 1

st1 3 forr 1. b ga. Mr Simms drew at

state of the construction industry and Mr Bowen

if construction demand fell further 1 would give the for
pause for thought oput t were, of 1rse, offsettine 148
oL e sectors suct ] services 1N ; rnoxr e ulired al

We a KTl O puplL r CC 1l 1€Mana and nocted !
might & balanced t T extent as t pul ~ SIS i1
initiative got e fully into its stride next yeax

Mr Simms felt that the Bank was not getting

the lags in monetary polic
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Clo1n If w could get t poi Y 1 1
help get us off th irrent co inflat n/low growtl ylicy
dllemma.

- 1 = 1 3 -
51z hristopher Hc & 1ld be put on

improvement in the economic situation, but it was not Lly
well suited to the pre coping with the effects of

imported cost inflati

policy and 1n any case a t ightening of fiscal pol Ly at this
s would be t 15t as difficult pol Lly a ] ring
monetary 1 3
Profe EE and Smith asked about t [ f rise i
e pound he growth rate Mr Bow not 1t beneficial
1mpact I p 4 X S 0 garililel Fall 1I 11U 1
1 10t yet been f ly felt so that thz ent ppY i )¢l
merely shade down CtI! earl ivourak f fect I'h
Governor noted that the stronger 1 meant rosiol f
exporters’ margins whi might in fact increase pressures on

to pass on their higher raw mat

Sir David Simon felt that the pressure of higher imported costs

by oy S 3 EES o= o= AR SR =1 ik OEIIPIPTl e Sy N T S e
had peaKed and here was reason that manufacturers would
not pass tht I
— 1 - e . 4 hea - 1 ¥ 1 =%, & 1 - -

In conclusion, ! TIDY B 1 e aid of. 1 A 3

the : 11d hange its policy ad but was: iratefu f e
helpful suggestions on pre tation et acy th St
that CI il was not 1 Iracc 1 ind that th

lla L i b b, -

A1 ffFerer a it i ew were 14 ;
(3 gl 0 T | L - - i WY H R | i
underlying I perfc rema i

m™ a % » + o L
F=% 2 g 1 = 1 L )Ll | I oo
= 1 1 S = §- Le v 1 1 1 -
Our advice was based oOn ¢ r1sk ) wbi1on;

but the pressures on policy were more in favour of nob taking

risks on growth.
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Update on preparatory work for Stage 3 of EMU (Mr Townend in
attendance)

3 rence . a Minuft I | B DIXruadry / 1 ourl 1 ussea
the scenario for transition to a s51lngle currency, My lownend said

. 4 iy 3= ok . + " ¥ a g
I1 Tela on C prepa Yy WC L OY o T H 21
My 1 ALCenclo ne worx val us Burox LE]

Attention Dt I foe i 1 the nature " 2|
period =YX Ia Ilct L 3 Y Sl el f 1 DEaer i “ ‘ _Og I L
union but whil hey cor ued, t ne ex SRS

‘ Euro nte reen Paper E 3 M
considered fou roal Immed Bic ing ' ' i
switch f m na 1al rencles to Ecu - bu - jards tha

[ I ¥ 4 1 ] [ I | \/ n ] r"' . | ! ¥ TalF - 1 o WY 1
ags ad practica P L 1 CY . LCa Vi8S S Wt wholesale
market transactioneg would be compulsory switched into Ecu from
o " F- 4= 3 T . o o = o sy o ] a - Y4
" " A In I o ) y t Hle F rad
T f iT1CL : Sl ] ANk Id lred.,
he European System of Central Bank woulcl provide Ecu
£ a1 [ T f i - t arket 1 1 b 1
fa i it 114 1 I arke el pu
ds I W 2 W s Ecu , ; 1 Big ang"
which use of th ycu would be prohibited 53 the ! yea I
5 . P ntil E n . ~ ok o111 d T~ Tals T hl e
s L K ITLE Ll 1 3 11101 = LTl 2 o 4 I o R ¢ ivVd 1L 1
whicl there would ompu swit ron \ nal
1ITYen . o B N app 1 ] 1ousl pported ! 16
ot & Y numerous sma banks, bu W
c il 1. chela I banks. M2 l'own
3 S wit banks 1 tl Se
:'I r G A = — -- W -_ " R v : : A LW 2 L I
Ecu denominations co-existing for a time
ater problems.
Mr Townend noted the anxieties being expressed in some quarters
in BEurope about th : of current Y changes, 1n

& cular ess ¢ 5 eprecl 11 Ol e
lira and the peseta. Similar concerns could, of course contin
after Emu if non-participating currenc lept ated against th

block, which was a c¢

e 1 B PV min s ~~ mratad Fha AT ET I TOT WIS eIk Bals
French M1 ownend als Il e LCIIl€ ONCI1INUINg WOoIrx I LIl
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conducted on the operating technigues of monetary policy aftex
monetary union,; and on the design of the future single currency
note.

Th sovernor felt tha | nos mmed - was the f
scenario He had re rvat ns about the itica pproactl
there was a practical problem ir ining parti K
transactions that would have to be conducted in 1t was in
any event economically inefficient to compel people to switch to
the Ecu before they f t heir 1ter tto dr I
f the problen B wel 1y t f rrency
transla ided the I Sy at f a1 R k JA

C 1tted to switchin ] nat onal currer 3 C and f

wit} t limit Pha 2 would east t D 1
that was the essary prepar: Eim o w

retail currency but 1t was an question as to how lor 1ftez
hat time nationa IYrencis should be permitted Lo « BT

a3 1t . night argue that th 1eed 1 be withdraw 1
¥ E Opnex 1 1 C _I_—. 1 I 1 1
Irrencies w } X oms Loz t Y nd > ¥ i
he vernor felt t t 1 whil 4
, i

small and mc Y elmc reta he

two currencies to use. 8ir wit

modern technology the double-running of the two cur

b BRI e, U W
not cause 1Lnsuperabls )ITODLEMS .

The Future Organisation of Economic Liaison (Mr Townend present)

3
IaJ h = ST e W 1 o %3 2 i, Wil i i | t ¥ M i | 5
W1t rererence CC | 1 T /. Ma wllerl review 1 1 3
roles of the Bank’s Branches and Agencies, th 1
introduced a paper which considered afresh the scale and 3
oraanicsation of economic lia igson The Governor welcomed the g
. 3

sSuppo? that Court had previously glive the Bank'’'s e - :
154, !
1ais 3 1 1 | e planned I publlisn che AJger 'S 3

;|

- . | & T e T A - X et = e e =

report = JuUuarl LY B 1 1 oW cr LT X v LW 2
theiz 1ighligh a numbex japs whiich w LOPOSE :

to £ill. Specifically we planned to open new agencies 1N

Cardiff, Nottingham and Greater London and

staffing in Glasgow. In addition
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Winchester Agency Southampton. The new apg ntmer = jethex
e & } & = .| - ¥ T o 1t
asulialyl | B A | LS @2 & L L1l | - e
DYy 1T L I ) JUU = 1 J=§ gle [

SN e 1 : b g LR e Ty ) :

rignc 111D0X I gel AN1a CNls 1Lgnt AKX i L1 L

S1r David ¥ upnoorted the A 1 ) f } fa it <!

2lX LaVi Y 8Su 5 ol W 0 pars L |

coverage eir reports could be published in a more

widely-circulated publication than the Quarterly Bulletin. He

suggested that Bank Briefing might be a more suitable medium and
was supported by Ms Masters who felt that wider circulation of

the Agents' findings could raise the quality of the national

debate on « omi . v Further suppo wa j1ven by

Sixr David ksey wl had f avourabls il 1 1dust
about I Agents’ ntribut He did, how r, que 1

Mo Ve t W he:s r Agt y Ec th I £ that t
latter w I st mic part 1

The Nolan Report and Purdah (Mr Fooctman in attendance)

Following the publicat of AN Report”’ n May and
recognit n that he Bank'’s policy 1 relatlon |1 1 was not

be acceptable, Mr Footman introduced a paper outlining the

Service and considering oj I T Bank’ 1rren
policy was to adopt a 1Y peri 1 j whi CL1ime
- —~F F ' ¥ ¥ = - .
starr would Df 1K 4 I 111
Daz ¥ T y longen et reauired 5 o ¥
I - - A - g r v 4 4 - Ao LDOCALLN.
S T T - — ey n
WwWOLulLA Pay k >l L L 1 L Y 11 1
+ —: ;.' r :, I.‘I FE ¥ = 1 ::;_ -_ T 1 n v/_: Ik -_: 1 1 T 1 " ] & T Tt ¥ W1l ™ 1 ,_'1
reguiliremel 1 1 CoOCa 100 O1 W Y 1Y t e X r '
-~ - " + e ht o ~ 1 - £ F pt - -
an aa X mm 1SC DE DEtail L Y 1 I L1 1
c 1 = & A L ]
can take further employment. It was not clear to Mr Footman how :
. 1
this ¥ lremerit was, I1 PIX Zrice,; enrozl abl¢ N id
y £
£
o ' \ PP B v 2, S B L RUE N ETL 3 TS L3y 3
difficult for the BRank to go so far with 1Cs own € = 15 At -

could create real pi

staff he recommended that the

purdah arrangements should be continued unchanged. But perhaps
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there might be a ! ing peri fox 3
members he Bank’s

Mrs Heaton 1 t that. 1 purdah period of
longer than three mon PR icularly if
supervisory 1lnitormatl Vs M b F oune '
difficult to envisags neriod of as 1

two years would be appropriate. Although it was genera 11y

Cilfication pericd Ior 1ol mempers I | o utive
Masters doubted that this would Dt . Ful a
Juest f what the Bank « 11d 1 dit 1 as
AYOSE Siry Colin f hgate felt that : irder f impos:
ih when an ol ial retired from a I | I Bl an
1 hanged S1 : r Hogg arg i 1 t '
present tin irrange uld = hanged O =
Gover X X uded that he ority view Y wa 1 Y
of retaining th =/ T 12 11 ingement LOY DOCN
staff and th cutive If proble arose then - 1 be
congidered, agailr
Appointments: new Deputy Governor and a Resolution concerning
Delegation of Powers
The G rnor men 1 ¥ ¥ is pos
as Deputy 3 ‘ NoY } Y
natcers stemming equired irt’
approv
) | A Aol oA -
Mr R L Jghol: 15, as 4
Trustee September 199
2 Wwith effect pursuant to
gsection 375 of the Companies Act 1985, as amended and
extended by the Companies Act 989, and uniki therwige

olved by the Court of
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MR H J DAVIES
be authorised

Governor and

g N & [ g

Jank of Engle

Company o

IE 1_1_, erty Ho 1ings I C
OIls a5 1 Dav nalizt
- T F T T O - 3 1 v
VIK LS, i sl 7Y & 1) | 3 L
I 1 QL 1§ s L
eetling HOLlQl
The Governor advised rs Bank
companies which were involved 1n payment sy

companies had recent

wished to change the

the companies and he

T & - ' T 1 ¢ > &l
L1 NS r Vv B Clia LS .

1 - 1 ¥
suck ther person a 1 1
oy & 4 it ¥ i [=
alll 8= i A I'wW 3
- = +} - aT "t a r

( | S I Z AC1VE
H . x =
I Englana 4a 111y 2L
HA lea 1 mpart
Eft e UK LiazmiCed

Executive Report

1el
1ted

There were no items for discussion unde
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Sealing Committee Minutes

In accordance with t} terms ce R Seealing

Committ , the Minute Book 1tte was 11d k 1

Court foxr ir ect

A Report of the Remuneration Committee

In cordance with Section 10 of the Charter, the Governor and

Mr Kent withdrew.

I he apbserl 1 511 =R 1 Scholey, [ 'hairman M

Remunez X ' e S sa the &1 thi

and approval They w 3 follows:

1 That the j nt limit of £50,0 ! | t
Jovel T and xecutive Dai 5T Wl 1010 tl lank
Bl | 1 3 1Y | De ¥ :_ -|‘ ala .___ \ v = hi |..!< . W
permitte by he C egs Ac

-3
Q
'_—.:'.
L
=
[
o0
ay
i
-

same ctcerm | I - gtatf 1t Che i cime, subyect
T 1Yy imicaclions 1 B ¢ 1LE A
3 Tha ! ank pi 1de to Governo? nad ExX t rectors
benefi 3 ns for non-housing purg - - 1
b . o= £ F A - + =
[ | -] i _-_.' " - § 4 - . i
:
The Ret 1E1 18 WEere £
'h ; 3
H
H
:
214 AT IE [.eeas noce ;1 1ts nad lmpllicactlons I 2
Sir David Lees noted t I :
1 1 1 Yy P, o o ) e o 5 T Y
whatevel alsc logsure the EBank made 1n onrormity W . El
Greenbury recommendations. a brief discussion it was

although Greenbury is aimed at listed companies the

agre

Rank should do its best to comply with the Code and Court
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

WEDNESDAY 23 AUGUST 1985

Present
Mr George, The Governor
Mr Kent

The numbez f Y emb 1 bein ] for !
quorum, those pr« n ied to the S ine f

ratir | I

The 1 . 1IavVing & =

5|
:
3]
i
3
i
:
i |

i sl iandie lablal il i in

LrUb s il
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK
WEDNESDAY 6 SEPTEMBER 1995

Present

Mr George, The Governox

Mr Quinn, Acting Deputy Governor
S8ir Christopher Hogg

Ms Masters

Mr Plenderleith

Sir David Simon

MR B

B e R Ly T T e

Mr Plenderleith . &R 11

He noted that, yield v
indicated that 3o creas in
interest rates significant
changes in the ., which had bees

published earlier in the week.
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COURT OF DIRECTORS

For the period ended 29 February 1996

Declaratior
Made L

The Governor 13.9.95 d John Dav:

Sir David Gerald Sc

yuinn, Esqg
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

WEDNESDAY 13 SEPTEMBER 1995

Mr George, The Governo:
J '

Mr Davies, The Deputy Governor

guorum, those present proceeded to the business

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

Mr Plenderleith spoke briefly about the foreign exchange and the

domestic markets, and characterised current developments as

satisfactory and helpful.

In response to a question from Sir Jeremy Morse, the Governo:
clarified the position he had taken at his latest monthly meeting
with the Chancellor. He confirmed that, because the date
monthly meeting was in the public domain, and bat

exigencies, the likelihood was that, whenever the decision was
taken to change interest rates, this would

implemented immedia
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A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 20 SEPTEMBER 19895

Mr Davies, Deputy Governor
Sir David Cooksey

Mr Kent

Sir Chips Keswick

Mr King

Mr

— Y r

Vi1 )

S1Y K 1 -

The Governor welcomed Mr Davies
'n JOVerlol

-
t

gaid that the absence of a Deputy Governor over the past six
months had put additional burdens on the Executive Directors,
and he was grateful to them for thelr support. In particular,
he expressed appreciation for the work 1t 1 nn nad don
a A ] ] CYy Tl Court 1Ml 1 ni
Minutes

e M 1 f 2 o i ) 111 e 1 1
2 ana August and and 13 T Dee

— i i niLacea, Vel 1L pr 4 1a

Monthly Economic and Market Report, including market charts.
Prospects for the Autumn Budget (Mr Jenkinson in attendance)

Mr King said that the monthly data for the third quarter were

so far painting a flat picture for output, but it was possikble
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ned unconvinced that low inflation

across and change behaviour
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The Budget Letter
relax policy a 1 time
had bed ypected a
13 had bee leemed
necessary. 'he Government was planning to contain real
SpP the three vea: 99 )
12 growth Spending f Y ] I
t previ 18 tti vears. Th B F 34 icubt |
whether the targets were achice 2 5 ne wi hei
S1gnlirlican 1 ol ol ¥ 1 a8 could be fe o
r adwvi it pted t shift the f 1 1 ter
lefi borrowing strategy 1rrel 3 N 1d
AN - { i i = 1= ‘
1
entury ['l 1 make possibl ! | i i th 1
; 1 18l -l ind this was 1 i [ al ] !
lebrt t« 3 a ga : 1€ 3 ernme iTl 1C ¢ 31 i
]
inflation surpi i 1S a w of reducing ti real burden of 4
'
debt. Looking at the immediate Budget numbs ' ur concezl i
: = i
would be with the sustainability of any adjustment o i
Ol evenue, The male assets to finance ta: ! ' i 1
example, was not an example of st Lnal idjustment 'he i
sovernment’ mowv E e 4 DUr W 1 1 ma DY SE
learer ana mc crans Arenc
Sir Chips Kt k was concernsad that x 12 1 7y would
T = 1T ™~ . r ¥ "1 T T I-' &5 & ~ ‘.‘_' _ T - T '. '{ : 1 1]
assets Mr King argued that resource a ] W 1d the
trade-offs n XPp g E =% olin Sou ja hoped 1t
| - { & n (1 =
resource -{ inmcing woulda e = 2 I 1 18 I Lhe
Private Finance Initiative, which could resull
1 . ] - o ¥ 1 T t # —~ T
peling {_i\k!:' alinega mokr exXpens A T B E o 1 } il i Il Ql

a ghort-term PSBR gain.

Sir Roland Smith was concerned that the OECD 1

showed the UK's long-run fiscal position 1n a Iavoul a light,
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK
WEDNESDAY 27 SEPTEMBER 1995

sent

Davies, Deputy Governor
Mr King
ir Jeremy Morse

Plenderleith

i
3
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A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 4 OCTOBER 189835

Freselil
A 3= (1r T
M1 Geocrge, OvVeY

Mr Davies, Deputy Governor

g T - -
Sit Lees
M=
Mr Plenderleit!
| 1 S1imon
C g | £ ina T f
'he Minutes 1 nd he Meeting of
27 September, hav I appro 1

On the markets, Mr Plenderleith reported that trends in the

foreign exchanges were hard to

ept higher but now seemed tc k while, fo ybvic
reason, Sterling had shown a firmer tone. Underlying

ncertainties ncerned the extent f very in |1
economy and f softening of the Japanese I sgtic
noney irket rates weakened fractionally, lect ; the
o -’.{.r . oo ¥ [ & v 1 4 ‘._: ."-l'-‘.‘ than an ;‘, | =31 rate
aXpectal ns Wi = of 48 LS WeXe I i 1 —

1 | g sl Rs o 10US W 5 gllts auct 1 1T
rather than anything more serious: W HE. 3 g
steps to avoid such hiccoughs at future auct
Under the Executive Report, the Governor spoke briefly about

the ECOFIN meeting on EMU the

good progress was being made on the transitlional
the EMI's proposals would be finalised and delivered to finance

for the Madrid summit in December. But he

in time
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

THURSDAY 12 OCTOBER 1985

resent §
Mr George, The Governor i

Davies, The Deputy Governor
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A COURT OF DIRECTORS

WEDNESDAY 18 OCTOBER

AT THE BANK

1995

et
~J
o

o e

. Da Derutyv Covernn
I ’ I y

Sir David Scholey

Sir David Cooksevy

Sir Chips Keswick

<
b

i
i
.
i
4
1
4

Monthly Economic and Market Report including market charts i

(Mr Bowen in attendance) i

i

R 3 1id that "Tale of T itieg! t v g

..-.

B I the view of o | hat 1d - 1

gt

= . 4

ring 3 NEaKeY € 1ang : ! 1 i

. 4

1 Ty i e inflation 1 11 rsec i

> 3 i3

=¥t I test data, 1 SEBPLE " A 1 =

innual RPIX inflation from 2.9% to 3.1% well above the target %

| ut LT11 1SOIl vea = ana by i

some pick-ug exr: ngLy ele £

sales of food ied that morning, i
whi non-food sales were sharply higher. Also published that

morning, unemployment in September had s

large fall, with employment in services up sharp ly. his
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suggested that the third quarter GDP estimate could t

relatively strong.

N r 1ragingly, wer still ; e was
theref the ¢ 1d-round effe t we
ha entia Ipside xisk t infla I 1 ast
ut the real test of this w a be n the peak wage bargaining
periods of January and April 1996.
Thi risk to t st had bee weak 4 |
ere we had he ntinuing depz LOn 1n C 1 . nd
bly weaker exports 1. & 1 Wit E 1al
EUurope
said that, while earnings as a whole W
g’e figures had shown strong growth in
1ings This was significant, and, 1
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The Deputy Governor reported Mr Simms’ comments on
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Financial Fragility in Japan and a Survey of Financial

Stability in the US (Messrs Green, in 3
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-
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The Risks from CREST
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Staff and other Issues
(i) An Overview
(ii) Report on the Staff Opinion Survey (Mr Roger Maitland of
International Survey Research Ltd, Mr Lecky-Thompson and
Mrs Betts in attendance)
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management was not seen to be providing leadership, or to be

etating objectiwves clearly. There was a tension between

percept ions of senilor managemenc and the -'_1-:tll_:‘.-'-ri respect Ior

divisional management. One explanation was that divisional

management (and middle management) were identifying with statff
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he next week or so and any further suggestions.

Sir Jeremy Morse wondered whether a candidate who might be able

to give particular attentlion to Sl arlf concerns might be }

" g { I} F Qo y |-,‘ 1 eea t t t J, 1 « mld 1) _}. q
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Singaport nspectors n Ol ided that Norra had misled i

and been untruthful, and suspected that he had been involved 1in

Leeson's activities, at Legastc a &2 LaCe

covering ur

There was no criticisms of the Bank and on a highly

ificant point - whether the delay in reaching a concli
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MINUTES OF A MEETING OF DIRECTORS AT THE BANK

WEDNESDAY 25 OCTOBER 1995

plenderleith
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A COURT OF DIRECTORS AT THE

WEDNESDAY 1 NOVEMBER 1985

‘resgsent
Mr George, Governor
Mr Davies, Deputy Governor

Mre Heaton

Sir Chips Keswick
Mr King

Ms Masters

Mr Plenderleith

ir Quinn
M IL:I T S
C . sl - T
B8 - i - i
:
- e - —~ y 1 1
e M 1t i \ rt of v and ;
{
2 C ber, 3ViT been ciz : PP %
n the ma ts, Mr Plenderleith noted ti tl t i
- 1 —
auction held the previous week had had a suc ful ( =

this served to confirm the view that the disappointing result

v e T b e 7 e

of the September auct hiccough and not an indication

of any fundamental p the mechanism But the atest

had

[y, Vatnde 198¢
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A MEETING OF DIRECTORS AT THE BANK

WEDNESDAY 8 NOVEMBER 1995

George,
Davies,
Kent

King

David Lees

Plenderleith

Mr Plenderleith spoke
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A COURT OF DIRECTORS AT THE BANK

WEDNESDAY 15 NOVEMBER 1995

Mrs Heaton
gir Christopher Hogg
Vr Kent

Mr King

AT r 2 herat

L L1%g

1e Mim S L Cth ourt L November ana ] ] Ol
November, having been c G, were approvea

Inflation Report Discussion and Market Charts (Mr Bowen in

attendance) .

Commenting on the Bank'’s
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slowdown in demand and output merely the temporary erlrect
of destocking or did it reflect a more long-lasting trend? Secor 15

would t he re-eme rgence o _f wage d_}_' 1Lt cause hi g hezr inflati
pressures or would wage settlements remain modest? Third, to what

the recent increase in broad money reflect a shift in

NN

extent did
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suggested

~ od re ling = oY ~aa]x Tha ~1 141 1 1
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rmark ha " +}
3 X
1 a undexy

gir David Lees feared that the Financial Times did not seem to

understand how counter-inflationary policy was applied and s
to p lace too 31 s on the ROE 100 of 1Y ] ral

recast and overlook the ~f i ties uld

ore 11 : them: After a brief discussiol Pre it t 1des

he Governo? icluded that t Inflation Report w best

t 1 =) xplain 1 qJ tc PI
The Bank’s Strategy (Messrs Lecky-Thompson and Midgley in
attendance)
In intr cing his paper c k'’s strategy fo? 1€
iext 2-3 years, the Deputy Govermnor said that this was o1 :

es of papers on the Bank's strategy and management. Next mo

here would be a paper on the Bank'’s staffing policies and

on financial controls, in January a report from the Executive's

ff-site gathering and in February

udget for next year. Therefore h L today’s discussion
iould concentrate n secti 1 whic th thi xt X
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The Labour Party were t reviewing their pol vy on this

gquestion but their review seemed to be endlessly delayed.

The Rank’'s core purposes seemed robust and the Stat

showed that they were well understood by the Bank.

for the Monetary Stability Wing seemed to be on the
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effect from 29 November
Companles Act 1985, as amended and extended

1989, and until otherwise

was agreed
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The Staff Pension Fund and the Court Pension Scheme - Rule

amendments

The Deputy Governor introduced a paper from the Secretary of the
pension Fund outlining the rule amendments to the Staff Pension

(a) change of the Trust Deed be revigsed to reflect moz
truly the manner in which the Bank’s contributiocns to the

Fund are agreed;

i

|

i regation of members’ ontributions; ind &
i

4

H

ipdating references to outdated legisl I %
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(7|

4

H

i

irt were advised t L 4 >f the Fund w nt Nt 1

. ‘ 5 Al A : i

s and gave 1ts approval t _he amendmer jeh o) ed E
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%

. — - *

Pension Scheme, together with of the Deputy G nor , S #
uinn, King, Kent and Plender id Smith, ir i
his capacity as Chairman of the Trustees scheme £ |
s

-

his Report on Rule amendments.
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than 15 years vyvounger

where a spouse 18 MOrYe

(]

member, to reduce the widow(er)'s allowance by only 2% for

each vear in excess of 15 (instead of 2 1/2%), subject in

Q

all cases to a maximum Ie ction of
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allow a member’s voluntary contributions to the Scheme to

provide extra widow(er)’s benefit where thig would
breach Revenut imits; and
i member’s voluntary ntrik ] ine w
tice" so that, 11 Eh eventc ot ne S =21 I 1q
wound up, they could not be used to meet the Scheme’: ther
liabilities.
court approved the amendments
The Executive Report 3
|
¥ oy i g UL S o N SR T SR o e . - :I
OVEernocYy rererrea to Paper on WEL the 3
3

single currency but given suggested that the item be

stponed until

Tali i bl vee i bl ek

B LA SRR A = ¢

TERPE PP SRR
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Davies, Deputy Governor
Mr King

Mr Quinn

sir David Scholey

Y.
|
{
F
r
=

Governor menticoned his

a0 2 i as Lm0 e 4§ L

'hancellor about Court gion. He noted that the Chancel

SNFI SSPISARFICIN-TE . = ST L AFLIIEY B PR

ras minded to put four names forward to the Prime

consideration: 8Sir John Hall, Ronnie Hampel, John Neill and

Sir Iain Vallance.

IR | \ X '“,_', -

FEREIFIS. 1

j‘(\_.-*\ (ﬁ Pvadhas L(.(,TJ'”\A\T L g"-_.‘\_.ix\v*«-—"j')i.w 144 5
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MINUTES OF A MEETING OF DIRECTORS
WEDNESDAY 29 NOVEMBER 1995
present:

Governo:

Deputy Governor

George,
Davies,
Kent
King
Jeremy Morse

Mr
Mxr
M1
M1

Mr Plenderleith
number of rectors assembled being insuf
-1 5 v Joo  emmmmg il et | Bt b Bt
r Sy 1 S . proceeded t the busa
atificati by t = & it
e ut f the las Teeting, ng bee
sted.
Plenderle h said that the markets were dic
the reaction to it. The relatively restraine

gene

interpreted as

cut, but there was

The

rt
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VDT T A
MEETING

EMBER

George, Governor
King

Plendexr

numper yf Directors assembled

|
i
:_1
1
g

D Bl LY e i i b TR T T T e oy i smlin

o A R % e ] ot s 1) i e
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MINUTES OF A MEETING OF DIRECTORS A’

AN 2

:DNESDAY 13 DECEMBER 13395

Presenc
Mr George, Governor

Mr Davies, Deputy Governor
Mr Kent

Mr King

gir Jeremy Morse

Mr Plenderleith

Mr Quinn

St el sl e e

The numbe f Direct s assembled being insuff ient rm :

juorum, those prese tec the business, subj t

raclltl cacl 1 K C e i
|
1

The Minutes £ the 1 Court, having k ClY( at 1 were noted é

Mr Plenderleith said that the markets had responded positively to

the 1/4% cut in interest rates announced that morning followling the

R

monthly Chancellor/Covernor meeting the cut been in line with

market expectations. The deci e ad . i
Y nmended in the light of c montl “hat - 1
inflationary pressures were softe 1id been a -%
genuine meeting of minds, both with the Bank and betweer he |
"hancellor and , that a ction rate Was now
nustified or onomic grounds s value als be g able
O m to a pattern of er ts in rates past move
in less stable n ons, had tended ft be 2 r more
Covernor reported that the had app? >d the appointment

ill and Sir John Hall. He had spok

to Court of John

former, who was willing to accept the appointment and had

positive impression, but had yet to sound out the latter. Tf he

also agrees, it should be possible to announce the appointments

before

Christmas.

D
-
S

Iofitise sty o Dur
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Mr Goverror

Mr

George,

Davieg, Deputy Governor

Sir David Cooksey

Mrs Heaton

Mr

Kent

Mr Quinn

Sir David Scl

Mr Simms

S8ir David Simon

S8ir Roland Smith

¢

Sir Colin Scuthgate

1e Mi tes of he MEL © 15 November and
2 and 9 and 6 and 13 De ber,
circula 1, were approved
- 1 - S — Jr o — - ~ = - g -
LOUI 2 XL ssed l1lCsS sadness at learning (
Lord O'Brien of Lothbury, who had served the

from 1927 until his

that he had attended

that there were plans
which would have

St Margaret’s, Lothbury,

Bank of England Archive (12A110/10)
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retirement in 1973

Lord O’Brien’
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Monthly Economic and Market Report
in attendance)

contractionary.

Aaec 151018

the sense

subsequent

Budget was
continued

the Budget

good as we
: 5 F£a
he D1 |
Ll 1 A

Y& =

re 1 '

) y

1ad |

maade aval

de bt ) Gl

growth was

nYiocec
DELCes:,
f1iau

¢ bhe e
L J e

+ =T b
= a5l 8 % C

circumstances,

seemed sensible

Mr Plenderlei

expected in the markets, and

against an

(pansiona

however

PSBR level

years were higher

Ll L

On the monetary front, recen

1an we h

cautlous

said that the

N
]
(1}
B
s
'_DA
o)
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(Messrs Bowen and Jenkinson

_ax and

the Budget
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Oon activity
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St rate cut

resulted in




ive-year area, the market was speculating
David Lees
bee

Bank's

Sia commen

' .
[=

had Nl greeted with wonden

growth fore

proportion of employ contracts, d !
wondered whether thi nsumel fidence 4
7
A 17 " i Sy - : 4
Mr King re that ecast was get ng t 5|
: :
attent n The N wWa mp t DE1 =lef. i
AT e : - oL e e :|
was eguc ly highl sensi f I lal =1 i
firs Tuay r out rowth in tl irth gquartex
fF 19 and the (i turned at i 101G
0.2%, then certailr fOrecs 3 would p1
optimistic But consistent wit sharg
growth in the last 1996 . Mr Jenkinson added .
- ;
ha as a rough and ready rule of thumb 1% off growth would H
that i 1 ready rul £ thumb 1 ff W wol g
1
result in an additional £4-5 bn on the PSER. i
'f
1
Mr Bowen said that there had been a rise in this umber of %
il
workers on fixed-term contracts The Deputy nor added i |
I ) ;
: . i - - : |
that it was often asserted that loyment, | ) 1 Ow g ad !
- o |
3 . . @ - . -!
aff ted re people But this did not appear t k 1 case :
i
L1 al n emj yment wer i
. } 3
falling s t | 1se f men
than for I proportion of
L-F leaia]lat n had
18 WOIKTI g1ald n haa ‘
fallen dr der 4 wver the '
past decade. And it was possible that this was associated
with higher savings, and the lack of a "feel-good" factor.

Sir David Scholey drew attention to the rapid growth ir

d credit, and asked how far we this

arl
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growth was related to underfunding, and to the behaviou:

financial institutions - the growth

strong, and mortgage credit was not growing very fast

S8ir David Scholey also acked whether the implied forward

inflation rates 1n other count , derived from j ld 1Y
i
. y A
wel likely to be as inconsistent with theix flatio Jets
| and pxr 1ectlions as were ours M1 ald al Nner Was & 1
4
1
~ - 31 % ¥ - TR = b -5 + 7 p - :
AL Il namny , DU jeneral.l ne 11 I et A 15 i H +
1S out Mr Ple ith said that there we liffi HaiE i
d
-
terpre 1g other countries’ figures, a - '. we the A
X-linked bond marget LIrom Wil 1 1 1
+ lar ST ~Ta NI e = T= - ' b= o
partially dex - Neverths I 1en { ers 1
UNCYriles NETEe more 1Il Ll 1.l ric

Sir Jeremy Morse not ad

past year had been the tactic of moving early on interest ra

so as to pre-empt inflation. B r the same

would be true on the downward side of the curve the prcblem

wert [ L . 1 1k
Nere W 1 11CY } + 1 3 . }
¥y W ] i 1 ¢
w7 T Y 1 T + T
Y waa L >
implication or Ci Juestioll was tll we welx inaging 1 PR i
s 1
] -y s ¥ wra 4= =l a— " i -
3¢ Y roaer | anage aCCclV1Ly W [ Wali I 1 g 1§
e 1 - ™ 1ved ey = Mt F +he 1 f C
I1€ i -1 LVl KL TY 1C 1l I CINE impa I 1 1
1 I AC 10T '1"-'1‘ by refrferenc ) L1 € h_
between November and d ause w
( INICY B 1CINC LES LUl L I 1 1 / £
-2 3
)
3 = o " o1 | = e - T
Our aim was LO sel po L ichliev ar i
¥

Jeremy Morx commented

inflation rate of 2

that this did not give a very clear guide to future downward

movements. The CGovernor agreed that this was one of the

perceived diff iculti of policy. It remained the case that
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t the general

Roland Smith commented tha
was to expect activity to weaken. [t was not clear whether
were aiming to move back to a 3

gaid that the anecdotal indicators from the energy secto:

which had all

: growth path. Sir David Simon

had input costs poised to rise. 'ne market believed that de-
stocking had finished: forward prices were moving up, and rea’

markets were becoming tight Everything suggested tha he
market was turning Sir Roland Smit! nmented tl t
question was whethexr impose p1 1d be
su > ¢ ; r wheth 1 resu 2 2

marglns ir David 1 that 1 1 Y irgins ii
cChn f naaqa een XCrer ’___‘. W1l :_“ oYy irncernal | pal 15

and that the reductions this y ould we OV

irreversible

The Governor, summing up, said that his sense was

Members of Court felt that the e1 han did
others. He hoped that with the
decisgion to recommend a cautious 1/4% ut, and that ¢ would
take enco ent ftrom fact that we were now rinnin ®
shaz the stability of European countries

Progress Towards Monetary Union (Sir Peter Petrie and

Mr Collins in attendance)

With erer t Mx 11id tha
the recent Madrid e EMI'’s ANgeovel
gcenario. Th lecision on who would participat i MU w 14

be taken in early 1998, based on 1997 data. The first perio

a
of changeover would last for about nine months. No stat

had been made on the legal basis of the currency, but the name

had been decided. Ir'radeable public debt issued by

participating member states after EMU had st arted would be

denominated in the new currency. Two studies had been

AR A R i




i

S1Y

T Covernor sgaid

EMI

he

T

“he had given an opinion,

that, while the Treaty had ta

world had now changed. One

fluctuated wildly within the

S
Deen

normal EEM

rv that had not been 1in
bee rocK-stt C
by thi suropean Cc but

- +} - + V1T
rachnel In I |
S1Y 1N Southigatce
wea Ker T 1€ rice 1d.

H L= . % - | e 2

genera 1LY res Led, - § (=8

woul

was I

like

eling

countries Belgium anc

criteria but which were

] = S = Al L
publicly, was prepared to fac
I I

holey asked about

things in rder to

s thi h with the

they needed bi | orn
Europ would bV usly nelp t
nvergence hieved on this

=
e i B

fully

1sked

a

David Scholey

all

1N the

were, and in fact pu
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technical aspects.

5

bee
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about

nave
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lftax
yveli
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|07 B §
1
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were

L
"
)
»

The
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'"normal

marg ‘. ng" +h e

Il¢ could 1 , Nnave c
1 NNOS¢ 1Y Y6 1 1ad
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reforms; ind se
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Governor said that we
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very important, particularly for the wholesale markets,
would need to ensure that the mechanisms wez in place and

understood. John Townend and Stephen Collins were having

extensive discussions wait banking, industrial and retai

bodies.

8ir David Lees asked about the Waigel Plar I\ King 11d that
the aobj tiv f the Waigel Plan was t prevent p2 Suy

1 1 t n from a build-up cf publi el : t t s
The proy 1 refore w o fin C trY )
iefi LS ex xded 3% Th Was pri I whi 11
prod i1ifficult L >mes, for e3 n the - f

mtry wi nh suffers an =) S shock, f 1 PSER
and then has pay money into the Community
Real Time Gross Settlement
There wag insufficient time a discussion, but the Governor

said that this project was on course and that the Bank team

done extremely well

i

parc: a0 .l 51r Davil 1 pout he 1 1ining |
i

11“-""'4 whn 1 W e 1 i ¥ .‘.: ! enc 1 1T N ;
said that there were s : 111 1 syster :
4 ; A 2

WaE X 1 1g, and the n wa 1OW Opel I :
CI R - 3oL Cwarx b 1 al rity i
which Mz nderleith nark ndard Sir
Jeremy Morse noted tha had 1 :
i

regsistand f2 the bar LOS! L Proi rom :
the float. 'he Governor said that the main cost t bar ‘l t
was heolding liquidity against intra-day payments: that would :
only impose a cost to the extent C hat they were holding more :

liquidity than they would otherwise need.
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Matters Reserved to Court

A

possible to come fairly close to the Cadbu

1 MVO

ving any significant change in Court practices.
invited Members to look particularly carefully at the choice of

the words "consult", "inform" and "approve".

that

felt that the paper was satisfactory, and
the procedures wel Sir Jeremy Mors =]}
that it would be for Court approve the appointment T
dismi ] f he Secretary '
g
S David Schc y felt that t ought } 11 red 1n g
4
. = S 1
£ f owing matters th nomina Y —OrS 4
ntment c IT icant Jes in 3
t struc (= e | 3S ; ]
Directors ntra 1 3 and
es of Audit Lees agreed
Ma Masters felt that the Court arrangements should be subject
to annual review, and that it would also be helpful for Court
to gsee a revised presentation, showing separately the 1i of : 1
1 | -~ - -~ 1~ S =] ey | Fad b
things which Court haa to approve, on which it was consulted 1
and about which 1t merely informed e Governot {
commented that "approve" and 'c 1t were ften r i
i
st D y Court o1 ssues )1
{
consultcart Luence e 1eci .,!
¥
Sir David ‘troductio f a £1 nn approval
) L L Is A 4 A id :
for caplt arred with th 3 !
document , d s

aiyr David Lees commented that the sectlon on banking

I A i s

supervision would need to be rewritten in the light of

C
nt discuesion of the Court/BoRS relationship.

subseq
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Banking

Supervision and Court

With reference to a Minute of 18 October, the Deput

said that the Executive had undertaken to find a dist

petween "policy" and "operations" with a view to determining

the matters which Court would discuss in the proposed

meetings on

A4 =t 7 ¥ - v - +
11SCincion P uced a Y 1
igendd, sugg 1Ng a4 gquartcterly AIIAd S1X-Mm 1 y b4 £ LOT
sa10on
L% | d 2 2 L -a

i o s [, |8 f = + I p— ¢ »
o lX 11PE RESWICK S 1 9 < i = i Al KE eihlle
L na 3 1€ way 1 repc cl1ndg & JUT wild I i I =
CLNemst ves cnougnc. lil ews u 1 LNt el SC 19

- + ' 1 T
1S neex WisSEe LOUrc was = 1] cQ L —Wec

BBA and LIBA as necec

i

le added that the Arthur Andersen brief did cover how

ions viewed the Bank. The Deputy Governor sald that 1f

any Member of Court wished to meet the Arthur Andersen team, he

would be very happy to arrange 1it.

3ir David Scholey said t t iid not the

interacti betw 1 Court and BoBS, and ! hoped tl thez

would continue t be a reqular discussion im ng B T'he

Covernol was planned; i i1l meeting

was held in the context of Annual Repozr

Sir David Scholey thought that 1 would be helpful 1f all otf ‘
for part of the time, and that t

could follow that. This was agreed. I {

agreed that discussion cof staffing and resources co:

wnnually, perhaps jointly with BoBS.

[}
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Appointments

The Governor said that we
Jueen had approved the app
March 1996 They were S
Foot and Mervyn King

He added that a formal

office was to be made

Mervyn King should

later

in t¢
as 4
e . a
= . a

appoint them as
1 ) § ~1d nNnote
159 ind ce,
Executiv Y
hat dat:e ¢
Sir avid Sch
discussion with
Supervision

Down Hall and After
OVernor

b onks
—egy

paper

gathering the E

Fagk Foz S, W

the areas wheil nange w
process hange geax

t Focus on the Iuture
bee ~irculated to staff

messages

Now we were ready, 1n
to announce t'_"f"l-'i!'lf_fr'-'“.‘l-'. CO

['[s‘"‘ J_ J_ '
Wing

and also tc

had

Down

C

The FS

not been
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The proposed new structure

Director for all Financial

brought all

he analytical areas together under him, a

n

supervision in 8&S, including WMSD and ECHO. Cliver

would be the Deputy Director for S&S.

1n the manage 1t struct » he Task ( es had mad:s ,
that wl xCo had set a strategy it my nentat 1d
TO 1€ 1 M T ¢ was 1 range T mmit ¥ 1
111 ctCee, 1 Nni 2171 nol 1 ¥
1 K decl I ind t nor nhin f 18!
T erat e nDersona scret T [ r 3y oy
1 ; but was Xpected to do t i | I 3
nvolving the =) ! tors, w i | 111 way of
ensuring that trate imple ted in a herent wa
S1it lavid Lees said na he hat ( Ma )
i = % :
'he Bank of England was a small W
ordered ExCo ought to be able to manage it, through the 1
; i
. 1 4
Executive Directors The formation of ManCo effectivels 3
T | .y " . r A '
lifted tl Executiv Direcbtors o1 1 plan 1bove managemen 1
He was: 1ls once? the prolirteratior ] I i
: 3
. |
o | 1 ¥ 5 g !
porting xe 1 )11 ied by the xecu r :
b, b q
£ L irrangemel =] S1Y OL1n Soul Jate s 1aa 1
3
1 : 3
pee pLg E iNnagemeel 1eC1 1 OI1 Pu 1 10W I o ; ’
bu t the reation of a new Cor tes . i
The jovernor sald that & 2rYNs went tl | t C \
guestion f whether we g ng i U1 1 aneK i I Bank

or two separate wings.

sarts of the Bank to manage themselves
t -

Sir Jeremy Morse said that he had shared the concerns of

g P

Sir David Lees and Sir Colin Southgate. However he had
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Structure

that there were natural di

these should be moderated

officiale and officers, eco n-economists,
permanent and :
minimise the ser ; "eore!
than others
H 11 s¢ t at M be a permant : =
h al t was the r- o

The 3 (B aglal 3 o LA at e of the ¢ ' v - 2 T 1
Fo was thelr s 2ment that, while ExCo mig hizi at

. | N - {
things were happening, th e ] : . =
111 had te LEE ;, and did n we the ti

r the capar detaj h inge I jrammes tha

Sir Colin Southgate 1 that we 1d
LT « A et ] -] 5 0 L i
nave 1 S1iNdle Ballk 1 W ' LELUure a1l
,r‘f! M OY ( '1
Sir David Simon Sa WS I - |
ibout the proble : 1 ns
1.1 5S¢ Ssaw Cha che D K W =
C hange t Man put 1in
= 3 T £ + = == - 1 =t
i =il al LUl o i H i ’ ild
not ybout ExCo tegy f ! \
He would ike t spend a lot 1g about X =

rement of change. Indexr the proposed

arrangements, ManCo would be t

would become more distant.

A\
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Simms
the Directors feel uncomfortakle, but that was absolutely

typical of such exercises, and there was no need to gc

the reasonable in satisfying the mands put by staff

good to strengthen communication, but the creation of a new
permanent committee was a t might be moz
e if it ] rary standing mit
He d 9| think the Bank | 1 o wh k
I jemerl AWay L Yrom .:".:“: - : =1
Ms Mas: ers & 1d Chat sShe was ncomrorcal 1 ngk
bet 1 Ehe puty Governcr and the put ! t ;
didn’t reel rigl
at he was very disinclined f et Mar &
o N SR AR R, | R t . 1
He preferred simply to set it up and
next survey, which would test whether the
Sir David Lees agreed that it would be wrong to get D up as
a temporary body. But he wondered r having se J
ip, it was time to reconsider the role and name of ExC What
was n 2d was n an executive committe but a i 1 V'
rr e Yo ywernor said that, f ; . gae Fhat

It set strateqgy, though it also had policy work, foz Xamy 1T
mot that Ex W Pl tice
very pollcy lriven body.
Sir David Sci t it was i1mportant | clarify '

differences two Committees. What seemed to be

proposed was that the chairmen of the different bits of the
Bank would sit on a policy committee, while the managing

directors would sit on a management committee. This was a

matrix structure which might work, though it did seem to
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'he Governor said that he fel
clear. ExCo was involved in policy and strategy. [t wor

be concerned with where the Bank was going, and the polic

that the Bank set. It could be called Policy Committee. Buit

tee, the Bank needed a management

F
P

= $ o A ~tlrm Emrres . +=ha . 1 1 Y tr
ommait £ O Mmaxe sur 1aLt C I1¢ :OVEerIl inad =
# ] t ™y 1 ] ] :
Wl ed wWa i Ua L LY LMplLEmMEIlted 1I = Il% € 1 1 2T1
Wely o L Lavilid egs &8 LNldC 1T wWas w [ g §: 127 |
| = o 1 o - T W
Wil | 4 Eix( 1 A SUurvive. - X I 5 ra 2
T 11 < i ¥ - . PESTSEEE o-fEeieeT  B 5 1
110 SUDE i L redt 1ol L= of 1
A 5 Karnt SMmer t1ina - +he -~ -] —~ 1 1 = |
| P e 1€ €l 1S5 I1, | I
T - - - - - - - - p—
N X Uclves neeqaea co maerscand nat Pl 11 puraens on
cCNne Boaie UL 1V¢ L Cors mmerse Lney wert ieeply

invelved in policy werk, at a

the output of the policy divisions tended

of the organisation, rather than | in an industrial company

or even the Printinc he bottaor Added to that
there was a managen it was very difficul O
s it g +=1 . g . Y b - '
w1l 1 ol 0 7 R 4 I el LU 4
directors, i without a Deputy
Dir DY 1 @eled 1 1
TN | t i b4 "L 1VvVE
1C | 1 = 4! SENlcC
v ¥ W as
they needed to allocate the tin 1 a

SS10n

Concluding the

AT TFETEE PP S

note of Court’s comments,

proceed with the formation of the management committee

would give further thought to the relationship between the
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Quinn it was recommended that, with e

1996 here should be no change in his
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MINUTES OF A MEETING OF DIRECTORS

WEDNESDAY 27 DECEMBER 1995
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