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~fl1e Governor welco111ed S1r Jolu1 Bond to l1 is first 111ecti11g of Court. 

The M1nutes of lhe Court of 20 Ju11e, l1avi11g been c1rcL1lated. \ e, ~ ~1JJj) tUv ed 
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Econo1nic a11d mo11etar di cu io11 , i11co1·1lo1·11ti11g tltc n1011tl1l)• 111 1·e1>ort to ourt 
(]\l s Barker, Pa·ofesso1· icl ell n11d 1\l rs 1· \ll ·01>1>, Bc2111 , ln1·J" 11nd 1>1 11dcrleitl1 i11 
attendance) 
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In introduc111g tl1e 111on tJ1Jy MP re1,01 l to OLtrl, f\,11· l3 e.111 said lhal looking at tl1e 1nten1at1onul 

picture, US gro,\i tl1 \\as still ,vcnlc u11d llle 111<lt1stri~,11)rodL1ct1ot1 ligt1res for Jt111 .... l1Jd fallen, for 

the 11111tl1 111011tl1 111 a ro,v. 111 general, dcvclo1J111c11ts i11 tl1e US O\'Cr tl1e last 111011tl1 or t,, o ,,,ere 

i11 li11e ,v1tl1 MPC expeclauons and \\1itl1 outside forecasters. Tl1e expectat1011 ,vJs ol n ligl1t 

• 
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reco,1ery to\vards the year end and i11to 11ex t year. He 11oted that the ne,vs was not particularly 

good from Japan and emerging 111arkets, \vhicl111ad bee11 l1it by tl1e US slo\vdown. Korea in 

particular \Vas suffering. But the key r1ews was weak demand i11 the euro area, ,vhlcJ, appeared 

to be slowing more marked]y U1an expected. lt was notable tbat the sJo,vdown was partly 

domestically generated ,vith gro,vt11 in the first quarter almost e11tirely dow11 to net trade. This 

was particularly e,1ident iJ1 Germany. T11e picture was of a euro-area expenencing negative 

effects from tl1e US that ,vere being compounded by domestic forces. Business confidence ,vas 

declining and consumer confidence, ,vluch l1ad stayed ttp, was starting to tone down a ljttJe. 

The detenorat1011 in the prospects for ll1e euro area ,vas troubling. He noted that world 

inflationary pressures conllnued to be subdued. TJ1e do11ar and sterling were strong and tl1e 

exchange rate index ,vas up 1 o/o since the May lnflat1on Report. Ho,vever, against the do]lar 

sterling J1ad been relati,1ely ,veak. 

Tum1ng to den1and in ll1e UK, Mr Bean sajd t)1e official data for consumpt1on ,vas surpnsingly 

,veak in the first quarter, but retai l sales, credit and l1ouse pnces were trong, and consumer 

confidence was fairly steady. Investment in contrast was "eak, according lo the offic1aJ data 

for the first quarter, after a relall\'ely large increase 1n the fot1rtl1 quarter of 2000. bt1t it \\1as not 

clear ,vhether Llus was an erratic 1novement. I11vestment ,vas sllll l1igl1 as a share of GDP I-le 

noted that Govemn1ent spending ,vas set Lo gro\1/ above trend. The trade deficit,, as ,,,1denmg. 

TI1e overaJ] picture was of continued reasonably robust growtl1 m final do1nest1c de111and but 

given tJ1at act1vity was slo,ving, the in1p]jcation was a ,videning trade defic1t . 

Tumjng to actjvify, Mr Bea11 said tl1al Ju11e manufacll1ri11g and industnul ot1tpt1t \\ere botl1 

down, a11d tl1e fall was again prui ly dt1e to l1i-tecl1 srctors, including electrical and or>tical 

engineering. Manufact11ring orders ,vere ,veak but stable. The ClP su1 cy ltgge ted 

uncl1anged servjces growtl1 . He noted tl1e te11sions in1pl1ed b}' the trade deficit . It ,va no,\' 2o/o 

of GDP Historically tl1at level n1igl1t be st1stn111able, bttl once tl1e deficit 11eared to O 
0 

so,11etl1i11g 11osty Lc11ded to l1apJJe11 . I lie JJroblc111 tl1c ~1P l1Jd to grapple \\1itl1 \Villi 110,v to deal 

,vi tl1 t11ese imbalances. 

Tuining to the labour rnarlcel, Mr Bca11 noted tl1ot employtncnt gro\\'Ll1 l1ad slo\vcd \Vl11cl1 cottld 

help to cool co11sum1Jt1on, tl1ot1gl1 tl1e latest dnto released jt1st bcf ore Court sl10\\ ed e111ployi11cnt 

liad co11t111ued to grow. Une111ploy111cnt continued to fa ll , tJ1e latest data sl10\ved a s111all fall 111 
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the clain1ant count in June to 3.2%. Underlying earnings growt]1 \Vas up, a11d regular pay was 

up 5.3o/o in the year to April, largely due to t}1e public sector. B1ips from montl1-to-month were 
. . 

not surpns1ng. 

Turning to prices, he noted tl1at RPl.X innalion remai11ed at 2.4% in June, whlcl1 was higher 

than expected. This was n1ajn]y due to seasonal food prices sucl1 as potatoes, Foot and Mouth 

disease and bad weather. A good part of t11e i11crease ,vas ten1porary, but tJ1ere was some 

evidence of an underlying tick-UJ) 1n the reta1] price 1ndex, thougl1 Uus was nothing to get too 

,vorried about RPIX in1Jation had rise11 by 0.6 percentage points since January \\h1le RPIX 

innauon excluding food, bad risen by 0.2 percentage points. Mr Bean also noted that the July 

vote of the MPC ,vas 8-1 1n fa,,our of no change, with Dr Wadhwani ,1ot1ng for a reduction of 

0.25o/o. 

Mr Ple11de1 le1U1 said that there l1ad been very Jjttle change in recent weeks 1n the main markets. 

terli11g had traded in a narrow range but thjs d1d not imply that it ,vas particu]arly stable at the 

mome11l. There was a sense tl1at the market ,vas ,vait1ng on events, particulru I)' the \Vorld 

economy and its impact on the UK. T11e same ,vas true in other markets,, l1ere tl1ere had not 

been n1uch moveme11t, but tlJere was a sense of underlying tension ll ,, as poss1b]c t]1at there 

could be adjustments in pret ty weIJ any dtrect1on depending on t11e course of e, enls There had 

been more movements in en1erging markets. I--Ie dre,v ourt's attention to cl1art 8 Tl1ere ,vas a 

widening of bond spreads in Argentina and in s01ne otl1er emerging n1arkets but it ,, as not 

universal. ln Asia t.J1e impact }1ad as rnucl1 to do with tl1e \-Vorld econo1ny as any contagion 

frorn ArgenLi11a. 

ln response to an invitation from tJ1e Go,1e111or to tl1e external members of tl1e IP . 

Mr AJ)sopp said J1e would like to reinforce tl1e ql1cst1on posed by Mr Benn. Tl1c ·1P ,v~1s 

tryi11g to u11derstand wJ1ether tl1e consu111cr , ou Id co11ti11ue to spend or d1·0,v i11 l1on1s. 

Mr Bailie 11oted tl1at TV advertisi11g 11atio110Jly ~·ns do,, 11 20o/o in June ru1d tour1sn1 \Vas still 
suffering. Pri11ti11g and packaging ,,,as stil l struggli11g as it l1ad been fort,, o years ortl1em 

lrclru1d was doi11g quite well thot1gl1 conli<.lence \\'1.lS st1bdued However tl1c v1e,v ,,,as tl1nt tl1e 

,vorst migl1t be over. Tl1ere ,vas o lit tJc ligl1t Jt t11c e11d of tl1e tu1u1el. People \Vere expecting 
the seco11d half to be better tl1a11 tl1e firsl l1t1ll Ms BIO\\, noted tl1e s ize oJ~ Ll1e service i11dustry 

at1d tl1c point rnade about 1ts growtl1 being u11cl1anged. Tl1e IT services sector\\ as sl111 falling 
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and grow1J1 l1ad bee11 gradually slipping to less than I Oo/o. She also said that she l1ad attended 

the pre-MPC and noted the diffi ulty of acquiring data and i11terpreting tJ1e results at a time 

\Vl1en t]1e ,vor]d ,vas more difficult to read. Mr Bean agreed U1at services data generally was 

less good than manufacturing data. AJso, whe11 the structure of the economy was evolving, 

,vith new service industnes, it took time for the offic1al data to reflect 1hat. Mr Morris said that 

talk of a hvo speed econo111y was to some extent coming back. Manufacturing, he suspected, 

was performing even ,vorse tJ1an before because it ,vas now suffering both from a Jugb 

exchange rate and a sigru.ficanl fal l in demand. Margins were becoming tighter and tighter. At 

some point perception and reality ,vould come together dramatically. Dr JuJ]us noted that she 

had been talk.111g tl1e day before lo the air transport industry. This was onJy the third year since 

tl1e \var tl1at tl1ere would be a fall in overall traffic volume world wide. The fall m bookings 

was not just at tl1e otJ1er end of the route, but at tl1e UK end of t]1e route. Tl1ere had been dO\\'Il 

grading from business to econon1y class. 

Mr Hall said t11e data provided by the Bank was tren1endous ru1d the regional reports \\ ere 

exceJler1t. He noted the point about hvo speed economy, wh1cl1 l1ad a reg1onal dtmens1on In 

the north, there was inore exposure to tradi1ional rnanufactunng arid to mass production for hi­

tech prodt1cts. House price inflation ,vas very much less in tl1e north. Tl1e l\\10 speed economy 

exaggerated l11e differences in prospenty behveen tJ1e nortl1 and tl1e soull1 and \v1th1n a region; 

for example, Leeds was more prosperous than otl1er parts of its region. 1r Da,1d Cooksey 

noted that ,vhere saJes had taken place in June last year t11ey l1ad n1oved tl1is year into tJ1e first 

week in July, so there could be an artificial dip in tl1e Jt1ne retail sales figures. 1r Ho, ard 

Davies noted tl,at tl1e CBI Price,vater)1ouse oopers sur,1ey suggested tl1al confide11ce l1ad been 

restored in the financial sector ru1d there ,.vas some otl1er evidence of U1at. He 11oted t11e 

\Vl1olesale market shakeout was causing brul1(s to consolidate and lose staIT, ru1d tl11s ,, n 1n 

relative tenns benefi ting London. For exan1ple, a Frenc)1 ba11k l1ad tl1c day before t1n11ou11ced it 

\Vas co11solidating o)J its reduced e111ergi 11g 111arl<el trading i11 011c J)loce. 1 ondo11. Tl1c1e ,,,ere a 

number of exar11ples of tbat . The equity 111arl,ets to11e wns e:\lrc111ely \ euk, ru1d 1t \\ as an 

environme11t i11 \Vhicl1 good ne,-...s lefi tl1e n1arket flat and b(1d ne,vs pus)1ed 1t do,vn One 

difference froin pre,1ious episodes ,vos tl1ol 111 tl1e retail sector rnany people l1eld tl1c11 sa i11gs in 

rnore transpare11t i11strt1nie11ls, wl1erc 01e i111pact of falli 11g n1arkcts ,vas seen 11101 e quick.Jy Ile 

noted t11c reduction of 16% in tl1e ,,a]uc of fu11ds Jl Equ1lJblc Life and said tl1ot s0111eo11e \\1ilh a 

pei1sion i11 a PEP ,vould l1ave lost 20% i11 the last 12 n1onll1s. People received state111ents for 
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their last 12 months investment perfonnance wl11cl1 sl1owed in a starker f onn than a decade ago 

the fall in t11eir assets. He noted that it was difficult to say at tJ1is stage how that would come 

through into spending - but it ,,,ould be n1ore transpare11t. 

Sir Jan Gibson said that the auton1obile i11dustry saw tJ1e US as havii1g botto1ned out but not 

come off the bottom. No furtl1er decline ,vas expected. Gennany continued to decline and 

tl1ere ,vas no sign of that stopping. TI1e 111anufacturing story was bleak this year and next. ln 

the UK, a lot of deaJers disappeared last year but tl1ose left were back to, and abo,,e, earlier 

profi t levels, wlucl1 was healthy for the sector, and reflected the consumer trend that bad been 

mentioned. June sbo,ved year-on-year growth 111 sales, but Jt1ly was not so good for the first ten 

days, tl1ough I1e noted il1at a partja] n1ontl1's figures ,vere no1 necessarily reliable. Dealers \\ere 

still optimistic about September, and give11 the annual pattern of sales, 1f tl1at ,vere right, it 

,vould be a good year. Mrs Francis said she would like to echo the points put by Sir Ho,, ard 

Davies on t l1e effecls of the equjly markets. Tl1ere was an unfortunate but pred1ctable 

conjunction of a downturn and some specific company failures. There ,vas 111.ely to be 

consolidation in U1e reta1l instirance sector as ,vell as tl1e ,vl1olesale because of t11e nc\,;d for 

st1bstantial reserves to back retail companies operat1011s. There \\'as also a ratl1er open question 

- 1f there ,vas a fall in consumer confidence and equ ity sa, 1ngs. \vou]d people put tl1eir monej 

into BujJd1ng Societ1es or spend 1l? The effects of Jack. of co11.fidence ,vere not at all clear. 

Turning to tJ1e Agents' report, she asked \vhether it \vould be useful to ask con1pan1es abot1t 

their experience of i11frastrL1cture in their areas. Jt cot1ld be an indication of ,vl1en time \\Ould 

get better. 

Fl ANCIAL STABILITY I UE 
Domes tic de,1elopments and i11te1·11ationnl i uc 
(J\1essrs Bea11, Cla1·k a11d Plenderlei(l1 i11 atte11d:1nce) 

Mr lark said tl1ut over tl1c previous 111011ll1 tl1c1~ l1Jd bee11 u r11 trrked <leter1oratio1,, parti ulnrly 
• 

in Argent111u a11d Turkey, bltt also sl1gl1tly 111orc b1 oa<ll}' tl1 ,111 tl1at, \\ 1tl1 tl1e ri.:~ult tl1at tl,e 

average SJ)rend 011 en1erg111g 111arl et debt l1nd 11sc11 130 b~1s1s points, ancl Ll1e equity 111ar-k e t 1n 

lllesc countries as a group 11ad follci1 I Oo/o i11 dolli1r te 1111s, partly because of tl1e cxcl1ange rate 
3nd Partly because of don1est1c J)roble111s. I le 11oted tl1at sig11s of co11tagion l1ud beer, rJtl1cr 

Weak, at least until 1 o days ago, \vlie11 ,t appeared t11al s0111e spillover \vas begi1111ing to l1.1ppe11. 

liowever. 111 contrast to 1998, 1t appeared to be J ratl1er sl1ort 11,·ed effect a11d 1n tl1e lasl fe,v 
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days some of those spiJJo,,ers had subsided a little. After describing the situations m Argentina 

and Turkey, he noted t11at there ,vere co111mon features in botl1 cases, related Lo concern about 

t11e sustainability and ariU1n1etic of tl1e debt dynamics and tl1e political del1verabi]ity of fiscal 

restrai11t . Unless interest rates in Turkey cru11e down quite dramatically there \Vould be an 

explosive gro,1/1.b in debt. Rates were 40 perce11tage points lligher il1an the IMF envisaged at 

t11e time of the restructuring. Anot11er matter common to both was whether they had the 

pol1tica] capacity to deJjver the char1ge. As for tJ1e wider impact, the exposure of these 

countries on their own was not l1fe U1reate11ing to financial institutions. There were 

concentrations of exposure, in Ge11"J1any to Turkey and 1n Spam to Argentina. If there were a 

significant write down on Argentine extema] debt of$130 bn it would have a significant effect 

on some of these banks. He noted that the transfer of credit risk associated \\ri th Argentine debt 

had been one of the most active parts of tl1e credit risk transfer market and a Jot of th1s nsk had 

moved to European insurance cornpan1es. In one sense dispersion made 1t easier to handle, but 

it depended on wl10 wound up ,vit}1 tl1e risl(. He 1loted that the worJd economic backg1ound 

was uncertain and could exacerbate tl1e di fficulties, and the Bank would be keeping a\ erv clo e 

eye on these two countries. The contagjon effects 1n Eastern Europe. Russia and el e,,,here 

seemed lo have ameliorated for tl1e ti1ne being, but tl1ey could reappear if tl1ere ,,rere ,,·omes 

about Turkey, Argentina or botJ1. 

Turning to Basel, l1e noted that at tl1e end of Jttnc 1t l1ad been annot111ced that ilie tin1etable for 

completion of di sct.1ssion a11d i1nplemenlot io11 , OLtld be delayed for ~1 ~ car, T11ere \\ \:re till 

t11aJor questions about tl1e overall caJJitaJ levels tl1c ru1·ru1ge111e11t .. ,,,ottld dcl1\'er, ru1d al o ubout 

tl1e cyclical imJJact of U1e way capital rec1t1ire111e11ts , e1 c detc1 L11i11ed 

Mr lark noted tl1at tl1c Europeru1 Sect1rities Fort1111 u11de1 Pen Kent l1ad 111ad efforts for tl1e 

last 18 n1011tl1s to,vards co11s0]1dJtio11 of Et1ro1>ettt111111rket i11f1ustructt1re. Tl1ere ,, ere press 

fCJ)orts tl1at tl11 s l1ad 11ot pro,,ed succcssfL1l ~o ft1r. i\lr Kcr1t l1 td been co11ccn1ed for s01ne tin1e 

lllat 111atters \\'ere not n,o,,ing f onvard. ' f l1erc , ere l10,\'C\1er otl1er initit1tt\ es 111 pla)' Tl1ese 

dc,•elopi11e11ts 1llt1strated 110,\' di fficL1lt it ,vns to bri11g ubottt 0111c of tl1e 11Jl1n11ces Ll1nt 1,vo yenrs 

ago pco1lle l1ad tl1ougl1t ,vould l1up11er1 c1uitc quickly 

Sir Jo l111 B d • I · ~ J • k 0 11 sail.I t 1at l1e l1ad rece11t1y discussed tl1cse issues \Vrth son1e of t 1e top ns ,. 
r11a11agers • lJS . . . . I 

in banks. ,vl10 l1at..l said tl1at tl1e easiest JJlnce to place crcdtl risk ,vas ,,r1t 1 
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insurance compames. He also noted tl1a1 J·ISB was probably the bjggest distributor of dollar 

bills on behalf of tJ1e US Federal Reserve and 1t had bee11 unable to supply the demand in 

Argentina at the rate tl1e market ,,,anted. 1-Ie noted tl1at banlcs tJJere were facing a liqu1d1ty 

squeeze, ai1d HSBC ,vas bracing itself for s0111e fonn of partial default, notwitbstanchng the 

efforts of Mr CavalJo. 

ir Howai-d Davies sajd he agreed It was hard to see how Argentina could get out of its 

problems ,vjthout some kjnd of default or Josi11g its dollar peg. From the London point of vie\v 

exposure lo Argentina among emerging n1arkets ,vas the largest after S1ngapore and 

Hong Kong, at JU St less tl1an $7 bn. That was not trivial , but not a market threatening amotmt 

There \Vas only one Argentine banJc talcing deposits in London, and that was sr11all. All 

Argent1ne and Turkish financial institutions were reporting liquidity daily to i.he Financial 

Services At1tJ1ori ty . There ,vere 110 particulru signs tl1at exposures 1n London \\·ould cause 

senous djfficulties. He noted tl1at Mexico was not part1cularly affected, and be noted that the 

currencies of Chile and Brazi ] were at their lo,vest ever levels. The Brazilian central bank 

Governor had gone to New York to talk to banks aJ1ead of a holiday, and 11ad been told by the 

banks to go back and mind the sl1op. Tl1cre ,vere nerves in the market about Br""2il ,, hich could 

become quite serious if they spread. 

Mr King comme11ted tl1at t11ere 11ad been a g1 eat deal of excitcn1ent ru1d tlCf\'OU n~s about 

Argentina, but the inm1ediate urgency l1ad redt1ced. I·le 11otcd tl1nt the political cost of panial 

defau]t or aba11do11111ent of tJ1e ct11·re11cy boa1 d \vns ex trc111ely l11gl1 V\ l1e11 n cri i looked as 1 fit 

\Vas going to l1appe11 politic1ans would stat t doing ll1i11gs tl1nl tl1C)' \\ oi1ld 11ot do before, and tl1at 

\Vas wl1at had occurred over tJ1e previous \'veeke11d, for exai111)le ,vitl1 tl1e 11lat)' cuts for public 

servants I~e guessed U1al tl1ere wottld be several I ottnds 111ore of st1cl1 deci ' ion before 

Argc11tir1a got to a fi11al position. It ,vos ,,cry 1101(1 to sel. tl1e ot1tco111e ... 1'1,c 1 ttcs COl1ld 

dc,•elop so qti1ck.Jy tl1nt tl1ey got ot1l of' co11trol so tl1ut tl1t 111casures agre <l ,, ould not be 11ough 

lo conta111 tl1en1, It \\'Ollld drag 011 quite ,l lo11g ti111e. ;\ gu111::,t a backgrow1d 111 ,vl1i 11 the cost of 

abai1do11ing tl1e t11Tency Board ,vas so I1igl1. tl1e1 111 igl1t ,,1ell be l1gree111e11t 011 ll1e fiscal and 

Ot]i~r fro 11ts to buy J110f C t i111c. ·r11e o tl1c1 tl1 i11g tl1nt \\' \S CflCOLtrngi11g \\'O (l1ut 1\ rge11ti11a llUlt 

not aJ)plted for 111ore n1oney fro111 tJ1e i11tcr11r1lio11ul co111111u11ity ru1d ll1'-=rc l1ud bee11 110 

cncourage111e11t to do so fro111 tlie Uni ted States. U11der tl1e prcv10~ adt11111i::,trut1011 t l1erc 111igl1t 

,vcll itave been crisis talks no\v j11 \\' asliingto11 about a ne,,· package dettl for r 1e11t1 nn. l 'he 
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Argentine Goven1ment knew the c111Tent position and accepted it was their responsibi)i ty to do 

something about it. An appljcation for a package of finru1cia] 11elp migl1t eve11 trigger a 

financial crisis at tliis stage. The problem cou Id contu1ue for quite a wh1 le for these two 

reasons. 

The Governor commented 01at tl1ere had been a sense in tJ1e past that if the price for 

stabilisation looked too high then the country ,vould be ba]ed out. He believed there was a 

greater sense no,v of tiJe dangers of that. Argentina bad to address the issues, not look to the 

1ntemational conm1uruty to bail it out. It ,vas 1nteresti11g, given that, that contagion was 

relatively Jimjted. He interpreted 01at as mearung iliat markets \\rere conung to te1 ens \\'ith the 

idea tl1at ,vas a limit to the amount of international support . Mr Stretton asked about tlie 

relat io11sl1ip bet,,,een tl1e Bank's finru1cial stability role and the regulatory re]at1onslup \\Jth the 

i nst1rance i 11dustry. 

TJ1e level of interest jn risk ,vas of a different order for banks than for insurance companies. He 

believed tl1at th is ,vas a st1bject for disct1ssion bet,veen the Bank~ with its interest at the macro 

level, and regulators. The Governor said tl1at in the context of t11e Bank's interest 1n the 

stabi lity of t11e system as a ,vhole, banki11g loomed larger t11ai11nsura11ce because it had l1qu1d 

liabilities ai1d Jess Jjquid assets, bringing contagion risks to the payment system and direct 

exposures. Tl1e Bank 11ad a general iJ1terest in insurance but not as direct as its interest in 

banking. If it believed Equitable Life to be typical of ll1e insurance industry that \vould loom 

larger, but for t l1e time being that was not the Ba11l{1S J)e1 ception. Mr Stret1on said l1e 

understood tl1at point but if areas of concen1 were identified about 110,v risks transferred 

throug1, tl1e system then conversation shotald take place about 110,v to m1ni111ise tl1ose nsks. 

Mr Clark said that such discussio11s took place. He 11oted t11al t11ere l1ad been a lo11g p1ece on 

credit ri sk transfer that covered this issue in t11e Fi11ancial Stabil1ty Re\'lC\\ Tl1c Governor 

noted that tl1is ,vas not about insura11ce co1111Ja111es but about tl1e 1n11)act 011 bt111ks if tl1e; failed. 

Sir Howard Dav1es noted that the foru111 1n ,vl1icl1 sucl1 d1scl1ssions took place ,vos of tripartite 

type sta11d1ng con1n1itlee, atte11ded by I\'1.r Cleme11li ru1d Mr lark, Mr Fool and Trenst1ry 

represe11tati,·es, a11d 1t t1ad been addressi,,g tl1is questio11 of risk lrru1sfe1 and tl1e stability of tl1e 
• 

insurance industry. Tl,e Goveinor said tl1ut tl1e gc11eraJ J)oi11l abot1t 1·1sk tronsfer ,vos son1etl1111g 
that llic Bank had been pointi11g out m various w&1ys, including 1n tl1e l:;-SR. 
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Mr Plender]eith, noting that J1e lJad explained to ourt 0Je previous month about the 

introduction of an overnight deposi t faci]ity, repo1ted tl1at that l1ad been done and it was in 

place and \YOrking vvel] for 1ts lin1ited purpose. He also noted that the 13°1 gold auction had 

taken place. Tl1ere had been some appre]Jensio11 because the auction m July 2000 did not go 

,veJI, but lh1s one went extremely well lt was four times covered and the pnce was slightly 

more than the market price at ilie time, and the market price had smce frrmed. The anonal 

Aud1t Office, in investigating bo,v effectively the Bank bad conducted the programme, had 

reported in a rall1er comp]jmentary fash1on. He had bee11 ca!Jed to the Public Accounts 

Committee ,vith Lhe Treasury to give evidence and thj s was reaso11ably straight fan, ard and he 

J1ad bee11 waiting to see tl1e PA report. Following the election a nev., PAC ,vns being set up 

and 1l was not cJear tbal l11ey would issue a report. 

EXECUTIVE REPORT 
(Messr Bean, Clark and Plenderleitl1 in attendance) 



The Governor noted that it was Govemo1·1s Day on tl1e folJo,\ 1ng Sunda) and Men1bers of 

Court who attended would be wannly welco111ed. 

Tl1e Goven1or noted that our1 011 I 5 At1gust ,vould start later ll1a11 ustaol, ot 11 30an1. 
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TJ1e Governor noted that U1e question of a rev1ew of tl1e forecast JJrocess l141d bee11 raised. The 

previous Tl1t1rsday tl1e House of Lords debated tl1e elect Con1n11ttce ReJJOrl on tl1c 1P , 

,vl1icl1 l1ad bee11 produced earlier in tl1e ycn1. 011e of ll1e Re11ort's 1~co111111e11,iut io11 \\'ll Ll1 t n 

rcvic\v of tl1c n1etl1od off orecast111g i11flul1011 used by t}1c 1P sl1ot1ld take plJLl:. ,vitl1 u vie\v 

to d1 scer11 i 11g ,vl1etl1er it was stute of ll1e art. l11 tl1e debate tl1c pre, 1ot1s ,, eek, Lord Pestor4 

Chair111a11 of tl1e J-Iouse of Lords Econo111ic Affairs 01111111ltce, aid tl1t1t tlle ,,ext lin1c the 

flouse debated cco110111ic n1atters, l1c l101Jcd to be t1ble Lo report 011 tl1c actions tl1e Bank l1ad 

taken in tl1is 1 CSJJect. The Govc111a1 11oted ll1al i11 ottrl folders ,vas a pupet nddrc~si11g tl1e 

issue, prepared by Mr Beai1~ He 10, 1ted Mt l<.J11g lo conu11cnt firsl. 
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Mr ](j11g said tl1at thjs ,vas part of the review of MPC procedu1·es. lt had been thought that 

there \Vould be occasjonal independe11t reviews of some aspects of procedures fol]ow1ng the 

Kohn Report , perl1aps every tlu-ee years. Tl1e I-louse of Lords Select Committee accelerated U1e 

idea of commissioning a second report Jt was proposed that a review of the method of 

forecasting ir1natjon should take place ,vith a vie,v to decidjng whether it was state of the art. It 

should be sponsored and financed by Court, though otLrt should 1101 undertake it. The Bank 

had agreed to explore trus. There would be some overlap with the Kohn Report, which looked 

at the purposes off orecasting and the lmk bet,veen the forecast and the policy dec1s100, the 

ownership of tJ1e forecast and the difficulties of producing a forecast with a committee. The 

Bank's understanding of lbe House of Lords recomn1endation and its o,vn VJe,v of the ne\v 

review was that it sl1ould 11ot cover tlus ground again. It should focus instead on the tech.meal 

quality of tJ1e forecas t expertise n1ade available to the MPC, and \'lb ether 1t ,, as state of the art. 

He and Mr Bean l1ad thought of 11ames to carry out tl1e ,vork. Mr Bean's paper ,1vas \rery n1uch 

concerned with tl1e names of the ruru1ers and nders The Bank was at a stage \\rhere to tak.e this 

forward it needed to agree w l10 should do it. 

Mr Bean sajd it was quite difficL1l t to find people ,v1tl1 exactly tl,e rigl1t balance of skill The 

person co,1cemed needed to be lecl1nica11y qualified and cred1ble i11 tJ1e eyes of tl1e outside 

,vorld but in terrns of getting U1e maxi111um out of U1e re 1e, 1t \YaS desirable tl1at that person 

had practical exr>erience u1 the use of models in policy and analysis He noted that tl1ere \\ ere 

quite strong djfferences of view an1011g academic ex1)erts about forecasting n1etl1odology. It 

,vas particularly important to avoid picJ<.i11g someone associated \V1ll1 a J)art1cular n1etl1odolog) 

who might push it. It wou]d be better to pie]<. nan1es ll1nt ,, ould tde a renso11abl} catl1ol1c and 

pragmatic approacl1. A list of twenty na111es l1ad bee11 dra,vn up, l11cl1 1,ad bee11 reduced lo 

five, among w}1ich tl1e best ,vas Adrian Pngru1. Tl1e pnJ)Cr descnbed 111s qt1nl1fication and al~o 

lhose of 

The Gover11or said 111at if ourt \Ve t c co11te11t tl1e Bu11k ,votald like to explo1 L ll1e pract1talitie 

\Vith Mr Pagru1. Dr JLt lius said u1at sl1e ,vas sorry tl1ot Cot1rl l1ad not een tl1e paper in ad,,ance. 

This \Vas one of tJie 111ost 1n1port"111t Jc t1\1ities tJ1t1t ourl undt.;rtook ~l1e \\Ould like C'ourt Lo 

see the tenns of' rl.!fcrence of tlie 1c 1c, It ,vas not rigl1t to separ.ite ll1e p1oce s fron1 tJ1e 

niethodology, because the t,\'O \\'etc related It \VOt1ld be ,vrong Lo limit iL to tl1e tecl111ical 

aspects. Kol111 had looked at tl,e forecast process ,v1ll1111 a ,vider re111il a11d co11cluded U1at ll1ere 



11 8 

\,,as no perfect forecasting process and lie did not plump for a particular 01Je. He recommended 

tha1 the issues should be kept under review. The tenns of reference should include tlJe process 

as it related lo the forecast 1neU1odology. TJ1ere were structural differences between the Bank 

of England and other central banks l11at made it ]larder to agree a single forecast. Tl1e ter1ns of 

reference should be seen by Co11rt before a person was selected to carry out work. Turmng to 

U1e question of the person, she agreed that tecl111ica] expertise and practical expenence would be 

required. She would give more weight to the practical experience side. She was reluctant to 

think that with tl1e best possible theoretical and technical forecast tJ1e MPC would get as good a 

result as looking at U1e best forecast for the particular structure of the MPC. It \Vas also hard to 

believe tJ1at the MP would tlrro\v away ,vl1at it was doing if an outs1de expert recommended 

tl1al 1t s)1ould do sometl1ing differently. 11 was important lo l1a,,e a rev1e,ver wl10 \\ ould look at 

the possible benefit s on the process side and ho,v tl1at matched the methodology She ,vould 

look at a longer )jst of JJeople, and ,vou)d include David Hendry. It was worth considenng 

ir AJan Bt1dd, Professor harJes Goodl1art - tl1oug]1 be was on record as fa ourmg a part1cular 

approacl1 - and Alec Clu-ystaJ . 

Mr Hall said he ,vould like to see 110,v accurate tl1e MPC forecast had been. It could then go 

back to the House of Lords, if the answer was good, and say there\ as no need for tl1e outside 

assessment. He aJso asked ,vhelher there was a ce11tra1 benchmarking expert1se U1at could g1, e 

inter - Central Bank comparisons He also sa1d that, 1f the work \Vent a11ead, Cotlrt sl1ould see 

the cost and tJ1e timetable, and l1e also asked ,vhetl1e1 an organisation ,v1th 111ore tl1ru1 one 

individual migl1t be appropriate to do it . Mr Morris said it was i1nportn11t tl1nt ourt sougl1t to 

identify t11e owners of tl1e forecast. Tl1ere was son1e confusion about\: l1etl1cr it ,vas t)1e MPC's 

or tl1e Bank's forecast and that undervalued tl1e docun1e11t. Tl1e Governor srud tl1ere \: a 
) 

confusion, but th1s was a comn1unicatjons fJroblem "''l1icl1 tl1e Bank was seeking to Jddress 

Tl1e exercise \Vas 1101 intended for tJ1at pu11)ose. lie took it fron1 Dr Jt1l1us tl1ot tl1c Bnnk needed 

lo come back to Court will1 tl1e ten11s of 1 eference before goi11g furt l1er. Tl1c Ba11k could also 

pick up some of tl1e points about otl1er po5sible peo1Jle. 

Sir David Cooksey 11oted tJ1at ,vI1e11 ]1c 0 11d Baroness Noakes l1ad tnlked ,vitl111eor>le 111 and out 

of the Ba.rue, before tl,e Ani,ttal Rcpo1·t, tl1e1 c \Vere \ 'Cr)' diverse v te\vs about 110\\. 111ucl1 tl1e 

Bank should be investiiig in 1ncreas111g modell111g cnpac1ty. Kno\v111g tl1e sort of people \Vl10 

rnigl1t rcspo11d to a report, it \Vas 1n1po1·lanl tl1nl Ll1e repo11 took an agnostic vie,, Mr Bean 
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noted tl1at Dr Julius had mentioned Professor Hendry wl10 ]1ad been 011 the J1st of twenty, but l1e 

t1ad a very particular V1e\\1 about ho,~ forecasting sl1ould be done, which was wl1y it had been 

thougl1t tl1at 11e ,vas not tl1e best lo do the ,,,ark. lt was 11ecessary to find someone reasonably 

even banded and pragmatJc, but teclmically on top of tl1e vanous approaches He noted 

Dr Julius' suggest1on of employing someone connected to tl1e Bank, wl1ere there would be 

advantages because they would know J1ow tl1e Bank operated. But there was a problem in the 

public dimensio11, ,vhich \Vas tl1at outsiders would not see it as sufficiently independent. Tlus 

,vould be a problem w1tl1 Professor Goodhart or Su Alan Budd_, ,vho 1n other respects ,vould be 

ideal. Mr Baj lie 11oted tl1e ri sk of employmg people wi th pre-conceived ideas. He also noted 

U1at l11e Report could be damned the day it was published if it did not match the views of 

certa1n academics. I-Te thougl1t tl1ere ,vere advantages in having more than one person do the 

exercise. The Governor said tlus \Vas not ru1 easy quest1or1 It could perhaps be cons1dered too 

l-11s vie,v ,vas tl1at it \\1ould be a tenibly difficult exercise to do by con1mittee. 

Dr Julius, returnj11g lo the tem1s of reference, sa1d tl1at 1t might be most useful to the MPC 1f a 

report can1e ltp \Vith several options for improvement in d1ffere11t d1rections. \\1l1ich the J\fPC' 

might come back to and consider and respond to publicly Anot11er ,vay ,vould be to ask the 

person or comn1i1 tee ,vriting tl1e report to develop 01 propose two or tl1rec options tl1at \vould 

have 11e t benefi ts over what was prese11tJy done. Tl1e decision on ,vbether to follo\v any of 

these \Vould be for tJ1e MPC. The Governor said tl1ese issues could be tackled 1n the lertns of 

reference. He noted that the Kohn Report l1ad covered the five options of O\: nersl11p TI1e 

tenns of reference of t]1e 11e,v report could co,1er tl1e 111ore tccJ111ical aspects of forecast1ng. 

Sir Brian Mo.ff at sajd that when t11is emerged, ourt \VOuld be asked ,vl'1etl1er it l1ad n , 1e,v It 

should aJso be careful that it did not become managed by U1e Lords. 1,111s \\-OUld 11ot be 

appropriate in goven1ance te11ns. TJ1e Govemo1 said l1e did not ,,11s11 lo lea, e ll1e 1mpre 100 

that 1t was i111posed on the MPC, or 011 J1im as Gove111ot. T11e Bru1l, felt 1t ,vot1ld be be11efic1nl 

to )Jave ru1 ot1ts1de eye lool<i11g at tl1 e tecl111ical qt1estio11s Mr K 111g ag1~ecl ,vitl1 1r Bnan tl1at 

Court l1ad to fon11 a j udgen1e11I 011 ,vl1etl1er tl1e u1ote11Jl n11<l procedures of' tl1e i\1P \ ere ~tate 

of tl1t art . ourt ,vould be called 0 11 to fom1 tl1al jt1dgen1e11t Tl1at ,,,as a responsibility tinder 

tl1e Act ourt ,vas not there to go over tl1e Kol111 grot1nd agai11 or to seco11d gt1ess tl1e 

01nmittcc. But 1t sl1ould say wl1ell1cr, g1ve11 tl1ot tl1e MPC made n forecast ns a on1m1ttcc, it 

believed tl1c best tecl1n1cal adv1cc and st1pport ,vos avni lub le. Sir Da,·1d ooksey noted ll1at 
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about t\vo years ago Cotu1 bad said that tJ1e right tb1ng to do wouJd be to revie,v t11e quality of 

tl1e forecast against outcomes. 

The Governor said tJ1at the Bank \Vould co1ne back to Court with the te11ns of reference and 

have furtl1er discussions to try to identify l11e appropri a1e individuals. 

MA AGEMENT OF THE BANK 
Quarterl)' Financial Reporf 
(l\lfessrs Bean, Clark, Plenderleith aad !Jidgle)' in at1endance) 

In introdt1cing tl1e Quarterly Financial Report for tl1e first quarter of the Bank financial year, 

Mr Midgley said tl1at, as usual at lhe time of year, e>.pend1ture was below budget, one factor 1n 

this ,vas tl1e patten, of expenditure at tJ1e Pri11ting Works, which fell une,1en)y through the year 

He also dJ·e\v atte11tion to the it1creasing legal fees in respect of the BCCl defence. 

Mr HoJJ noted U1at the damages claimed against t11e Bank by the BCCI liquidators \\ as for 

£550mn and asked \Vl1etber the Bank 1nade any provision for ttus in 1ls Accounts T11e 

Governor said that there ,vas no pro,,1sion because the cln1n1 ,vas being robustl detended~ l1e 

added that tl1e matter had already dragged on for ten years a11d that 1t could be anotl1er ten 

before it was concluded; also, apart fron1 the clain1 itself, tl1ere could also be tl1e question of 

costs. 

Tl1e Bank in f li e Comn111nity 
(Messrs Bean, Clark, Plenderleitl1 and Da11f 0 11, toget l1er· ,vifl1 in atte11dnnce) 

Mr Clementi tl1anked 

, wl10 chaired tl1e 01nn1t111ity Ai.fairs Stoff 0111n11ttec, for t11cir eflorls und 

contr1but1on lo t11e success of tl1e Brulk 's co111111u111ty prog1a1ru11e Tl1e latter con1111ittee botl1 

llad a mo111toring and oversigJ1t role a11d also s0L1g l1t to e11guge \\ 1tl1 tl1e 0111n11111ity Relations 

Unit 1n promoti11g tl1e conm1 u11i ty 111volvc111e11l JJrogra111111e n11d stn ff I)t1rt 1c1pat1on. As \\ a 

clear fro111 ll1e repoti, a11d tl1e bi ocJ1urc ,vJ11cl1 l1ad been circulated to Cou1 t Mcn1bcr~, U1e 

program111e l1ad considerable breadtl1 and 111volvcd n lot of stuff. Moreover, tl1e I-lea, 1 of Ll1c 

City 1nit1at1ve l1ad created a substontiaJ ndditio11al workload over tl1e year Mr Clen1e11ti 11oted 
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u1at the bottom line \\3 a request for an add1t1onaJ £48,000 in the community relations budget 

for 2002/03, ,vl1icl1 l1e supported. 

1n introducing l1er report, said l11at it\ as 10 two parts - U1e first gave an ovem e\\ 

of activity dunng the prev1ous year, tl1e second reviewed ll1e current commun1ty 111volvement 

pol1cy and n1ade recommendations for t]1e future. Loolang at the past ycai·. noted 

that tl1e Ba1lk had committed over £634,000 to ll1e commun1ty progran1me jn 2000/01, an 

increase of some £66,000 on the previous year. Among tl1e higl1l1ghts \.Vere: 

♦ Expansion of education business links, incJud1ng a ne,v relattonslup ,vith a pnmary school 

1n Hackney alongside the long standing relationships ,vi th two ToVver Hamlets primary 

schools. orne 40 staff ,11sited tJ1e prin1 ary schools eacl1 ,veek to l1elp pupils ,vith reading 

ru1d numeracy ski lls ln addition, otl1er staff acted as mentors to secondary scl1ool pupils, 

bt1s1ness partners to J1ead teacl,ers, faci l1talors at scl1ool Job finding conferences and as 

sc1100J governors. 

• upport for a researcl1 proJect undertaken by the Runnymede Trust (an independent 

thinktank on race relations a11d diversity) 1nvestiga11ng business 1n,,ol, en1cnt ,,,jth school 

mentoring p1 ogranunes, particularly tl1ose aimed al ra1s1ng the educational standards of 

underacrue,11ng groups of black and etlw c minority pup1ls. 1 l1e study had culn1inated in 

the publication of a briefing paper and a good practice guide for business T11csc \\ere.; 

endorsed by tl1e Direclor of Edl1cation al Bt1siness in ll1e Conunun1ty (BITC) w1d fom1oll}' 

laL111cl1ed at tl1e J] eart of tl1e City an11vol 0 11 27 June. Tl1e Ruru1yi11ede Trust l1ad bec11 

extren,ely pleased ,v1U1 U1e outcon1e of tl1e proJect. 

• Staff fundraising activities, wl11cl1 l1ad raised substantial funds for, arious cl1ant1~s 

includ ing tl1c Samaritru1s and tl1e No tional Astl1mn an11laig11, tl1e stnff cl1JJ·1t1l.'-) of ll1e ear 

for 2000. Al l funds raised \Ve1e 1natcl1cd by tl1c 13,ulk fro111 ll1c on1111u111t}' R~l,\tior1 

budget. Separately, staff raised over £9,000 for tl1e daughter of' a staff 111\.i111ber ,,,110, i1fter 

contracting meni11gi tis last su1n1nc1, \111dcr,, e11t 111t1lt1plc m11putations and \\'110 ,,·ou ld 110,,, 

be start i11g ttt u111 crsity tl11s Oltlt1111n, tl1e 1110 11cy raised l1nd lt1rgely b\.:en tised to fund a 

besJloke art1 fic1al leg. Tl11s wus u splc11did exw11JJle of st~tff solidarity a11d tca111 effort for a 

special cause. 

• Bai1k support for staff througl1 the 11c,vly i11trodt1ced 1vic Duties ru1d Volt111tecri11g l .. ea,•e 

Scl1en1e (35 staff took a total of 144 days) n11d the co11t111u1ng nnd st1cccssfu I t~1 ff 
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comrnuruty groups in ,vhjch they \Vere involved). 
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drew attention to ne,v projects ,vlucl1 ,vere being developed. These i11cluded a 

p1lot scheme wjtl1 BITC and Fu11employ to matcJ1 staff as partners witl1 black and etlmjc 

minori ty voluntary sector businesses (for Uus, ommunjty Relations were lia1sing with 

Personnel lo fi 11d suitable staff w 110 ,vouJd benefit from the development opportunities w}uch 

the scheme would offer); and an e-mentoring prograinme with secondary scl1ools 1n Greenwich, 

an 11uliat1ve wruch bad great potential in London boroug]is which ,vere difficult for C1ty people 

lo visit. 

Tumjng lo U1e trie1111iaJ revie,v of the Bank's con1J11unity 1nvolvemcnt policy. 

recalled tl1al the 111ain elen1ents were: 

• To support and encourage staff in their work for the comn1un1ty 

• To support local and national pro1ects wl1ich enabled people fi·om disadvantaged 

backgrounds to access trai11ing or education leading to worth,vl11 le en1ployn1ent. 

Tl1e policy had been introduced in 1995 and J1ad not changed greatly since tl1en, nor had the 

environment for charitable activities generally. Tl1e proposed new policy, circulated to 

Mernbers of Court, did not contain any maJor c11angcs of direct.Jo11 but tl1e ]anguoge l1ad been 

updated to reJlect t11e sJJ.ifi in en1pl1asis to a 111ore staff-011entated scl1eme. Tl1e ne, policy nlso 

included the cvaJuation of progranm1es w ]1icl1 ll1e Bank was involved \Vitl1 i11 order to e11sure 

t11aL they were making a difference to the commu11ity . 

• 

---- said tl1at sJ1e was lookjng for out t 's e11dorscment for tl1c ne\v con1111u11ity 
• 

involvement policy slatement a11d a lso for '"1 £48,000 111crease 111 tl1e onu11t1111ly R'--latio11 

budget fo r 2002/03. Tl1e latter~ as to nllo,\, an 111c1 ease fro111 £3,000 lo £5,000 in tl1e 

allocations to eacl1 of tl1e Agencies, Rcg1strnr's a11d Pt 111ti11g Works for locnl do11atior1s to 

charitable a11d corrunt1n1ty causes (tl1e allocut1011 ,-..as esse11tiolly lt11cl1'111gc<l si 11ce 1993) and for 

u plan11ed Court Awards Scl1eme to g1,,e fu1·tl1c1 recog11ition to tJ1e staffs co111111unity efforts. 
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Concluding her report, noted ilia(, to raise awareness of tl1e con1rnun1ty 

1nvoJ,,ement programme, copies of the brocl1ure wl1icl1 Members of Court J1ad received had 

been sent to all members of staff. Tue past year 11ad been an extremely busy one, not least 

because of the extra work ,vhicb the successful Heart of the ity injtiatjve had 1nv0Jved. 

IJ1terestmgly, a contact m the voluntary sector 11ad l1ad quoted to ber, by thjrd party, the result 

oftl1e survey on City conununity activity whic l1 tl1e Bank had undertaken for Heart of the City. 

Mr Morris noted ll1al the report revealed a lug]1 level of actiVlty but was W1clear about bow 

1nuch took place m the regions. 1-le was concerned that the Bank was a nallona] organ1sa1.Jon 

but 01e focus of the programme appeared to be on the London metropo]1tan area 

said tl1at tl1e Agents' budgets were used for donations in 01eir respecti,,e areas but, centraIJ,,, the 

Ba,lk supponed various init1atives with a national focus. 

Ms Blo,v noted that there ,vas an evaluation of tl1e impacl of support lo cl1antable 

organisations, and asked ,vhether 01ere was also measurement m ter1r1s of tl,e impact on staff 

mora]e and of the Bank's external image. replied that t11ere \\as good anecdotal 

e,,idence that t11e community programn1e 11ad a positive effect on morale, and tl1e Go,,emor 

co11firmed that his soundJngs among staff he met fro111 around tl1e Bank\\ as tl1at people,, ere 

enthused by the programme. 

Mr Hall noted that he l1ad bee11 involved in s1111ilar activities for t\venty years ru1d comn1ended 

t}1e programme. Dr Julius similarly supported and applauded the progran1mc, nnd noted tl1at, 

fron1 her own Jmowledge, ac]iieved a lot ,villi 11er s1na11 tean1; sl1c nsk.ed ,vl1at 

proportion of staff were actualJy involved and ,vl1ether it , as feasible to set a to.1 get to rat e ll1e 

numbers rfhe Governor asked that subseque11t years' reports sl1ot1ld 111d1cate the 11un1ber5, bt1l 

he thougl11 tJ1at il ,vould be difficult to set targets i11 tl11s area 

t\1rs Francis said that she was i111pressed v\ ilh tl1e prograt1une, and e11do1se<l tl1e proposed 

budget i11crease. Ptck1ng UJ) on ll1e questio11 of 111easu1 ing tl1e t111pact 011 tl1e Bn11k. 's external 
• 1
n1age, sl1c asked if Court considered ll1e Ba11k''i o\i ernll objectives i11 ten11s of public i1nagc, 

aoct 110,v ll1e co11101unity progra1111ne fitt ed 111 to tl11s 1,1cture. Tl1e Govcn1or agreeu tl1at l11is 

n,iglit be tl1c subJect of a future paper to ow#t. 



124 

Mr Stretton also noted that U1e programn1e was excel le11t, but asked if more could be done to 

emphasise the real development oppol1un1ties for staff, eg 1n sucl1 ski lls as risk a11alysis, project 

anaJysis. Ms BJow confmned tl1at, for 111ai1y co111parucs, staff development was tJ1e main driver 

1n their commuruty programmes. 

explained that the Bank \Vas cenain]y moving in that direction. She was 10 regulai­

l1aison \Vith Personnel Division on using tl1e develoJJn1ent opportunities wluch the programme 

oJJcred; and she noted that this ,vould be a particular feature of the BITC/Fullemploy pilot 

scheme lo malcl1 staff as partners \V1U1 black and etl1ruc minonty busmess sector business 

,vruch she l1ad mentioned in her report. Mr lementi instanced the staff acung as school 

governors as anoll1er example of where this \\,as l1appening. 

Sir Oa,,id Cooksey said that - togetl1er ,vitl1 Sir Howard Davies - he l1ad recently attended the 

lau ,1 011 of Enterprise for All, wh1cl1 ,vas al] about gett1ng people involved in exactly the ,vay 

,v]1ich tJ1e Bank ,vas doing. lt ,vas right that the Bank should be a beacon in cornmuruty 

1nvolveme11t, and t11e programme was a real opport1111ity to enl1ance tl1e Bank's reputation in tJ1c 

,vider con1111unity and to achieve positive publjc1ly. 

Mr Bailie said that be ,vas impressed ,vjtJ, the programme - and '" itl1 t11e brocl1ure. He added 

that, ,vbile l1ard to measure the benefit, the fac1lity for No11-Executive Directors to l1ost a 

cl1antable fUJ1ction in the BanJ< ,vas boll1 very valuable a,1d 111ucl1 apprec1nted. 

Court ENDORSED the ne,v policy stalen1ent ,vl1icl1 would fonn llie basts of tl1e Bn.nk. 's 

con1munity involvement for the next three years, and tl1e proposed bt1dget 111crease for 2002/03. 

The Governor thanJ<ed for I1er report n11d for tl1e efforts ,, l1icl1 tl1e Co111111t1n1t)' 

Relations Unit put into deliverit1g tl1e Bartk 's con1n1t1111ty progrru11n1e. 
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The Centre for Central Banking Studies Report 
(Messrs Bean, Clark and Plender·leitb 1ogetl1er witl1 Professor Sinclair and Ms Hammo11d 
in attendance) 

In introducing the Report fro1n the entre of e11tral Banking Studies, Professor S1ncla1r noted 

tl1at, since the last report h,,o years ago, he l1ad arrived as D1rector of CCBS, G1JJ Hammond 

J1ad replaced Jo Place as Deputy Director and the C'e11tre had relocated to Head Office. The 

purpose and functions of CCB remained uncl1anged furt11ering tl1e Bank's core objectiv•es by 

promot111g globaJ financial and monetary stab1l1ty through Lrauung staff from overseas cenlraJ 

banks: the provision comprised courses and workshops in London and abroad, technical 

assistance, study visi ts and collaborat1ve research projects. The CCBS bad a wide geographical 

reach ( J 24 countries in the last financia l year) and emphasised learning from di, ersity. There 

,vas clJl excess demand for services, and requests for courses both in Lo11don and abroad had to 

be turned d0\\'11 . Tl1e Governor added that t)1e entre \Vas a mUJor contnbutor to tl1e Bank ·s 

tntemotio11al publjc in1age. 

In response to Mr l-J all , ,vho noted that the report dtd not mention financial perforrnance and 

asked if B made a profit, Professor Sinclair said that, as\\ as trad1tio11al for central bank 

lecl1n1cal assistance, no change was made. there \\'as so111e subs1d)1 fron1 OF ID (up to i.200 000 

tl1ougl1 not al, ays fully drawn). Total net e pend1ture was £1 .2mn. Unlike the Frcncl1 a.i1d 

Gennans, the Bank did not fi.u1d travel a.i1d acconunodat1on costs. 

Sir David Cooksey asked J1ow tl1e Bank's provision compared ,v1tl1 t11at of otl1cr central banks. 

Professor Si11c]air replied that it was broadly sin11lar to tl1e Banque de France, tl1e Bund"-sbank 

ar1d other West European central banks but tl1e BS JJrogran1n1e ,vas bigger nnd covered n 

,vider range of issues. Par1 jcipanls' con1n1ents st1ggestcd that, on tl1e \\'l1ole, C'C'B " cotJr es 

,verc better regarclcd The 1111press1on ,vas tl1at ll1e Bn11k \\'as general I)' nl1cad of tl1e gru11c but 

there \Vas no complacency and opporlu11ities \\Cre loke11 to ,,isit tl1e cot1rscs \\'}11 11 otl1cr central 

barlks provided and to take a view on \\ l1at t l1ey \\'ere <loi11g. The Federal Re~cf\'e offer \;d little 

trai,1ing. Tl1c IMF pro,rided a tot, bt1t ,, as seen as less good tl1an tl1e ce11tral ba11ks and \\'as 

perceived i11 tl1e developing cot1ntr1cs t1s too d1cl4.1ct1c. 111 co11trnst. t11e C BS 1.l llp1ot1cl1 \\1.ts 11ot 

about sell111g a package but llU\'ing a cor1\1crsu lio11 011d sl1aring vie,,•s a11d experier1ce. 
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Dr Julius said that she ,vas a strong supporter of CCBS. Looking ahead, s11e asked 1f tJ1e Ba.ill< 

,,,as offering the rigl,t courses, and, ho,"' tJ1e provisio11 rn1ght look in 3-5 years' time 

Professor S1ncla1r believed U1at d e111and, ould co11 ti11t1e to rise. He fo resa,v more international 

contact and n1ore complex 1i11ancial stab ility issues to be addressed. The current portfolio of 

activi ties was careft1)ly balanced between core ,vork will1 poor countries with unsophisticated 

financial systems need1ng l1elp at the basic level and tl1ose w1th more developed financial 

systems I le believed that there wou Id be more den1and in the laner categol')' over the medium 

tenn. 

Ms J]ammond added tJ1at tl1e provision was der,,and-led 1n response to identified needs. But 

CCBS , as always looking to improve the efficiency of delivery. Enhancements in hand 

included 011- l i 11e course administration via the internet, using video conferenc1ng and putting 

presentat1ons out via tt1e internet. 

The Governor recorded his appreciation for tl1e eff arts of tJ1e CCBS team. ,vhich undoubtedly 

enJ1anced the Bank's reputation around tl1e world. 

J\1atters Resen1ed to Court 
(Messrs Bean, Clarl and PleoderleiLl1 i11 a(tc11da11 ce) 

Under tl1e annual review by ourl of ''Matters of Resen,ed to Cot1rt''. rv1r len1e11ti proposed 

t,,o s1nall revisions to bring the doct1111e11t tip-to-dote a11d aid clarity. Tl1e first reflc; led ll1\, fuel 

tl,at tl1e appo1nt1nent of Members of ourt a11cl of tl1e l1ai1,11a11 of Ned o \\'US tl1e 

res1)ons1bility of the Chancellor. Tl1c scco11d i11,·ol, cd designati11g tl1e i11ter11ul 0111n11ttce- of 

Court , sucl1 as Audi l 0 111111 i tt ce a11d R c111u11cru t1 on 0111111ittec, as ta11(li11g 0111111itte "' 111 

01dcr Lo d1ffl!te11tiate tl1en1 fro,11 ed("o. 

ourt ENDOJ{SED tl1e J)roposed a111e11dn1c11ts to •• rv1~1ll r!) Rl:ser\ ed lo ourl''. 

Coun ,vas up. 
r t 
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• • tOll lllCOt'p o 1· t1 110 

In i11trodt1ci11g tl1e t11flat1011 R e JJOl t a11d OJJc:11i 11g tl1 cco110111ic discus io11, lr 13eu11 ~atd tl1~1t l11e 
• 
tntcrnatto11al situation cor1ti11ucd to be a n1JJOI JJtt1 l of tl1c ~1llC'~ e,011s1d1...1'1tio11s. 11, u,c LI • 

GDP liad increased by only 0.2o/o in Q2 a11d retai l st1les l1ad bee11 nut i11 July ('011sc11st1s 

forecasts for econon1ic gro\\rt}1 t11is year }1a<l 1 c111 ui11ed in tl1e l .5-2o/o rru1gc O\'~r Ll1c pnst fe,,• 

__.:::.:-1nlontl1s. The MP 's 0,, n US forecast, as close l o 1l1e co11scnsus, :.111d er1, isugcd 11111odcrnte 
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ptck-up next year, reflecting botl1 plar1ned tax cuts and mo11etary easing tl11 s year. But tl1e 

forecast t1ad s1gn1ficant do,vnside risks, first fro,n a more prolonged pause 1n in\1estment and, 

second, from the prospect of lower co11sumer spending in the event of uncmploy1nent 1ising 

more st1arply. lt was, hov.re,,er, the euro area tl1at had provided the main news over U1e past fe,v 

months with ,veaker domestic demand accompanying tl1e external downturn. Confidence also 

seemed lo be decJjning. Overall, tl1ese factors l1ad resulted in a do\vnward revision to the 

MPC's forecast for ,vorld GDP of around 0.5 percentage points for 2001 . 

Tt1ming to the UK domest1c picture, Mr Beru1 said tl1e ' taJe of two econonues ' continued, ,vith 

robust l1ousehold spending contrasting ,vith a weakening corporate sector, notably that exposed 

to 1nlemational n,arkels. Retrul sales remained stro11g and house prices and consumer 

borro,v1ng, ere both increasing at an annual rate of around 10% Government consumption 

,vas also increasing. 1n contrast, 1nvest1nent demand was weaker than ant1 c1pated. Tl1e MPC's 

forecast di scussions had paid considerable atte11t1on to the inveslment outlook This\\ as no~ 

considered lo be weaker than had appeared most likely in May, not surpris1ng g1, en the ev1dent 

pressures on the tradeables sector. 

On the output side, Mr Bean said that alongside the detenorat1on in manufacturing, sen'ice 

sector activity was also slo,ving. A part of tJ11 s \Vas expected due to spec1 fie factors sucl1 as 

foot and n1outh disease. But some underlying slo, do\vn appeared to be ev1denl u n fe)'S had 

become more pessimistic in both sectors. Mr Bean said tl1e secto1al itnbalances across tl1e 

economy were d1scussed at 1engt11 in tl,e At1gust /1,jlatio,1 Repo,·t, in tem1s of botl1 tl1c fi nw1c1al 

posi tion of households and corporates co11sun1ers were in a better fi11a11ciaJ position tl1at1 

corporates and the pobcy in1plications of t]1e sectoral imbalru1ces. Look.mg fonvard, an 
• 
important factor would be tl,e extent to whicl1 linns decide to retrencl1 by cutting in,,estn1e11t 

and crnployment Mr Berui said the (ina11c1al slrai11s \\1cre 11ot cor11n1on t1c ro5 \111 con1panies; 

• arottnd 20% of companies were l1igl1ly exposed, tl1ot1gh neiU1e1 ,,,as tl1is a 11ru10,, sectorni 

telccon1s story. 

On tl,e labour market front , Mr Beat1 sa id c1111lloyn1c11t g10, tl1 ,vas slo,, 111g and t111employi11ent 

,vas probably close to a turning po1i1t, altJ1ot1gl1 tl1e 'clai 111a11l cou11t' fell by 13,000 i11 July. 

licadline earnings g1 owth was en·at1c 111011tlt to 111011tJ1 ( 4.8% 011 0.11 un11t1nl basis i11 tl1c 1)1ree 

0 11tlis to June), but t}1e underlying picture - looking at settle111ents a.i1d eamii1gs data -
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appeared to be drifting up\vards. Bt1t earnings gro\vtl1 was not rising 1n an alarming way given 

the relative tightJ1ess of the Jabour tnarket. fu.flation \Vas also somewl1at volatile montl1 to 

month due to the innuence of seasonal food and utili ty price , and excise duties. TI1e 

underlying trend \Vas likely to be fairly fl at over tl1e forecast l1onlon, with some slight upward 

JJressure building. Input price inflation was fa lling. 

o ,,eralJ, the MPC forecast was for economic gro\vlh to stay belo\v tre11d over the coming t,vo 

years, recovenng due to higher public spe11d1ng and some global recovery next year. Offsetting 

tl1ese factors, consumer spending ,vas expected to slo,v as the savings rate mcreases The risks 

were very mucl1 on tl1e downside, principal ly from a sharper tl1an expected world slo\vdO\\'Il or 

a larger fall 1n consumer spending gro,vth. These risks ,vere, of course, related households 

migf1t decide to save more if unemployme11l increased significantly as companies retrenched. 

lnflation ,vas forecas t to dip to,vards 2o/o before ris1ng towards tl1e target rate. Underlying 

inflation was expected to be a little less than the target throughout the forecast penod Mr 

Bean said L11at it ,vas in this light that the MP had reduced tl1e official interest rate in August, 

\vith a majori ty of 6:3 voling for a cut of 25 bas is points. 

Commenting on tf1e financial markets, Mr Plenderle1th added tJ1al tl1e n1ain de\ elopn1e11t O\CI 

the n1ost recent period was a depreciat1on of sterling, by about 3~o o, er U1e past montl1 or so 

This was mainly against tl1e euro, \Vl1ich had also gained aga1nst o111er currencies, notably the 

dollar Three factors were relevant to tl1e euro 's gcneral1sed recovery: first. a n1ore pessim1st1c 

VJe\v of US prospects; second, a similar vie,v of Ul( gro,vtl1 prospects~ and, tl11rd, nen'ousncs~ 

ll1at the euro l1ad been oversold, leaving n1arlc.et participants sl1ort of curo. Mr Plenderleitl1 ~t11d 

these developments were takjng place in tl1e ratl1er tlun st1111n1er n1ar~ets, and tl1e n10 ements to 

date were 11ot outside the range t]1e sterling ERl had bee11 ,vitl11n over tl1e pnst ear. And tl1e 

euro ,vas still only around 90 US ce11ts, ,,,ell bclo,v tl1e rate of close to 1.20 al \\rl1icl1 it hnd 

begun its li fe, No11elheless, tl1c n10,,en1e11ls, if susta111ed, ,vot1ld bo l1cl1lft1l for ll1c 1111bula11ces 

ir1 tl1e eco11omy, tliough a s11arp depreciatio11 could 111vc i11flationary i111plicution . For nO\\' , tl1e 

question ,vas whetl1cr these recc11t move111c11ls 0111ot111ted to n ge11t1i11e cl1ange i11 trend 

Jnterest rate expectatioiis liad fal len by 30-40 basis 1Jo111ts si11ce tl1e MP rate cut, 1 eflcct111g tl1e 

degree of surprise i11 t11e decision itself. folio\ ed by tl1e do, 11beat 1nterpretatio11 of tl1e J1if7at10 11 

___ Report. US ai1d euro niarkets ,vere also sofler and a11t1c1pal1ng furll1er interest rate reductions 
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fron1 t11e Federal Reserve and the ECB Mr Plender1eith added thal these expeclalio11s and the 

010re pessimistic outlook in markets ,,,ere 11ot evident in equity 1narkets, whicJ1 had not shown 

any marked recent decline, though aga1n he stressed that trading 1n August should not be seen 

as defirutive. 

Dr Julius asked if, as tJ1e MPC minutes discussed the problen1s of surprising tl1e markets, it was 

feJt that the markets had over-reacted to t11e decision? Mr Ple11derlei th said market expectations 

had changed by more than 25 basis points, w]1jc}1 jndicated a belief that the outlook ,vas softer 

at1d that more 1nterest rate reduct1ons could fol low. Expected rates l1ad risen slightly since - by 

around 10 basis points tJ1e previous day. Jt was not easy to Judge tf the market had over-

reacted. Tl1e main point \Yas tl1at U1e rnarket now l1ad an expectation of further cuts rather than 

no cl1ange, or e er, }1igher rates. 

Ms Blo,v said sl1e ,,iewed the IT services sector in two disti11ct parts that sen1ng a buoyant 

public sector, and t11at serving an uncertain business sector. Wit11in the industry, there ,vas an 

expectat:Jon of strong future growth in lT outsourcing business and a more sanguine ,,ie,,, of 

investment in ne,v JT systems. 

Mr Neill said the car market stiJJ appeared strong. Sales were arow1d 11 % l1igl1er in July 

compared with a year earlier; ai1d So/o in August on the same basis - the retail n1arket \\.as 

stronger still . Indications for eplember, based on orders intake, suggested vel) stro11g gro,, tl1. 

This migl1t reDect the intToductio11 of a new registration plate design tl1at ,, ould exaggerate tl,e 

underlying strenglh of demand looking a11ead. Tl1e ycar-011-ycar con1pariso11s n1igl1t al~o be 

complicated by a s111 fl back to UK-sourced sales ratl1er U1ru1 1mpo1·ts , io tl1e 111te111et \V}1icl1 l1od 

not been previously captured by the figures. Nonetl1eless~ tl1cre l1ad bccr1 a cl1011ge 111 se11tin1ent 

by consun1ers - tl1ey no longer expected prices to f al 1- and tl1cre ,, ere 1na11v 11e,,, 111odcls in the 

market. Overall, sales in 200 J ,vcre likely to be tl1c l11gl1cst 0 11 record. 

Sir Neville Sin1ms said const,uction ot1lput co11t1nt1ed to gro,v Tl1e order i11lake l1nd slo, ed. as 

tile Bank's Agents }1 ad reported. lie added tl1nl, in terms of future den1nnd. a good de, I 1ested 

\Vith tl1e public sector. Jle said prices were still risi11g - boll1 ibr 111ute11als and labour - and 

\Vere p b bl . ro a y not at their peak. Bul pnc\,;s ,vould probably rt:spond lJUickly to ai1y clear 

downturn in orders. 
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Mr Hall noted that the global slowdo\vn \.Vas having an 1mpacl on inward investment inquiries, 

aJthough t.hJs \.Vas less evident in Yorkshire & ti1e liumber and Eastern regions. Mr Bailie 

conunented on tl1e situation m orthem Ireland. He sa1d tl1e political picture was domjnat..Jng 

lhe mood at present. Aside from this, he said the return on investment in the pnnling and 

packaging sector had fallen sharply - from around l So/o to around 8%. He said tl11s could result 

from a ,vave of investment that bad not yet rcacl1ed a payback stage. Bul tlus v..as not evidently 

the reason. Given that 1l was a fairly significant faJ] 1n profitab1)1ty, 1t was a concern. He said 

l1e thought it was driven by import substi tutio~ as companies become more sure that exchange 

rates were likely to stay around current levels, particularly the Euro. He also noted that 

advertising revenues ,vcre no, falling though tl1ere was some expectation of a pick-up; and that 

touri m l1ad bee11 better in June than April/May 

Mr tretto11 asked ho\v lower interest rates were likely to impact on the corporate side of the 

economy, given that the effect might not be favourable in te11ns of tl1e consumer side of the 

econom1c in1baJances. Mr Bean said there were essentially three routes ,,,ithin the tm.nsm1sc;1on 

mecl1anism: consumption, investme11t a:r1d the exchange rate He said tl1e consumer \J as clearl}1 

alive and , el l and did nol need lower interest rates lnvcsln1cnl \Vas l1k.el) lo ren1ain de.pressed 

though lo\ver interest rates would reduce interest payments. Tl1e key, as probabl) tl1e 

exchange rate cl,annel. A lower exchange rate and }1igher interest rates \vould be pref erablc 1n 

tem,s of addressing t11e imbalances 1n the econon1y. But tJ1e link bct,veen interest rates and 

exc}1ange rates had been perverse over recent years v itl1 curre11cics apprcc1Jling ,,,ith rote cut 

because interest rate reductions were see11 as i111prov1ng the outlook. Tl1t! latest 1P n11nules 

discussed thjs, 11ot1ng that the excl1ange rate could rise. o f nr, tl1is l1ad not l1appcned 

RINA CIAL MARKET OPERA TIO 

urrent l ues 
(Me srs Bean and PJe11de1·leitl1 i11 11tte11dn11rc) 

Mr Plenderleith updated ourt 011 d1scuss1011s \\'il11 I I~l TreuslJt)' Jbout tl1e future of gilts 

regiSlration. Tl1e Ba.ilk operated 011 tl1e basis of a five-year co11tract to act ns tl1c Go ern111c11 t ' s 
registrar h' 1 • s, w Jc 1 currently 111cluded an opcrnt io11al requiren1enl to kee(J tt1e cost of reg1strat1011 

below £4.30 per account. To achic\c this, costs }1ad been reduced. Blll, itltln a11 environ111ent 



of a continuing reduction in the numbers of accounts on tl,e register, it was apparent that tl1e 

present cost base \Vas not sustainable gomg forward A 11umber of optio11s were put to 
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HM Treasury ]ast year, follo\ving a dJscussion w i01 Court i11 Apri l 2000. 'f l1ese related to the 

penod beyond 2003 when the present contract would run out. 

Mr Plenderleith said the possible optjons for tl1e business fel l under three headjngs: first, 

expand the business by i11creasing throughput, eg by merging \vith the separate Insh register 

and poss1bly integrating a]l Government registration requirements (e.g. livestock) under one 

agency; second, re-engineer the gi lts registration busmess, linking registration to the electronic 

settlement sysf ems and possibJy outsourcing some functions; and third, merger with an outside 

comn1erciaJ reg1strar, possibly t11rot1gh inviting tenders. Mr Plender]e1tl1 said the response to 

dnte from HM Treasury ,vas that tl1ey did not favour the first two options and did not l1a,1e 

much appetite for putti11g the business out to tender. The likely preferred opbon \Vas therefore 

to leave t11e business ,v1th the Bank and look to us to re-engineer aspects of the operation 

HM Treasury l1ad n1ooted the idea of a two-year extension to our existing contract but t11at , as 

not acceptable to tl1e Bank, Mr Plender]e1th said. 1 f \Ve were to continue the function.\\ e 

,vould look for a longer planning l1orizon, perhaps 8-10 years Tl1e Bank ,vould cons1der 

further the strategic options and report back to Cou1 t when liM Treasury 110d received 

responses fro1n mjnisters. 

FlNANCJAL ST ABILITY 1 

Domestic development and int ernatiooal i ue 
(Messrs Beau, Pleoderleith and Tucker in ntlendancc) 

Jn updating Court on financial stability matters. 10 tl1e absence of Mr lark, tr Tucker said tl1at 

he wanted to higl1ligl1t tl,ree c11rrcnt ite1n s of interest. First, lie said 1t \\ US no,v son1e 

l8 mont11s since the ruicksl,ank review ofba11king l1ad 111nde recor11n1cndations concerning 

compet1t1011 1n pay1nc11t syste111s. Tl1c reconu11e11d"1t io11s l1ad bee11 accepted b) 1111 Trcusucy• in 

March last year and on 3 Augtist tl1is yea, t11e Go, er11n1~11t l1ad publisl1ed its propo5dls (or 

consultation. TJ1e Office of Fair Trading (OFT) wot1 ld O\, ersce competition i11 payn1enl 

5Y5lems. Importantly, tl,e proposed slolute wot1ld rccog11ise t11e Bank's oversigl1l role in 

relat,011 to systcrnic rlsks lll paymealt systems, a11d ,vould pro,,ide for excl1angcs of infom1otio11 
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bet,veen the OFT and the Bank. The OFT would be obliged to cor1sult the Bank regarding the 

de,,elopment of rules where these ,vere relevant to financial stability and syste1nic risks. The 

niai11 uncertainty was one of timing i e. \vhen tl1e arrangeme11ts wot1ld become law and 

operational. 

Second, Mr Tucker reported on progress witl1 the Cont1nuous Link Settlement project to reduce 

settlement risk in the foreign exchange market. This was a pnvate sector initiative 1nv0Jving 

major mst1tutions arid IBM. The Bank's interest related to the efficiency of U1e mark.et and t11e 

risks within settlement systems. The project had been delayed in tl1e past and presently had 

been deferred because of teclmjca1 1T problems. This was not, at present. thought to be a deep 

problem but resolution would take some lime. 

Third, Mr Tucker referred to the present con Juncture 1n Argentina. 0\ er tl1e past month or so 

tJ1ere had been large \viU1dra,vals from the ba.nking system, son1e of ,vl1ich l1ad been taken out 

of the country - often to other Latin Amen can countnes but some held as cash \vi thin 

Argentina More recently, the outflows had eased bnck. There was considerable mark.et 

speculation about tl1c sustainability of the country's debt position o er t11e n1ed1un1 te11n and tl1e 

role of the official sector was under considerable scrutiny The situauon \\'as seen, in part as a 

test case both for ilie Private Sector 1nvolvement agenda and tl1e ne\V U admirnstrat1on The 

Bank's and the UK's general position J1ad bee11 outli11ed by Mr ]Gng in I1is speech 111 ·e,\ 

Delhi. India on 9 AL1gust . The questio11 of the extent of contagion remained uppe1111ost, 

follo\ving either a default or a rescheduling of Arge11tina 's debt. Mr Tucker said tl1at so far the 

stgns were reasonably positive _ t1,ere ,vas likely to be s01ne contagion but not on the scale ~ce11 

followmg the financial crises in 1998 but there cottld be little certajnty about ll1e likel 

outcome 

Ms Blow asked if the IT equiprllCtll being used j11 tl,c 011t111t10Lis Link cttlc111e11t proJec. t l1ad 

been tested elscwl1ere prior to tl1e current proJect. M1· Tucker said l1e understood the problen1s 

concerned the platfonn the systen1s \\-Ould operate 011 bt1t l1c \\.JS not clo e lo tl,e detail. 

t\1r Plendcrleitl1 said tl11s was not n Bn11k of Englar1d ptoJecl. Tl1e Bn11k's intc;rest ce11tred o11 

reducing real~time sctllen1ent risk will11n tl1e fore1g11 excl1ru1ge 111orket Mr 1 ucker said tlle 

official sector \VOuld l1ave to autl1orise tlie ne\v systen1 and tl1at tl1e lead regulator \Vas tl1c c,v 

---- Y Ork F d e ' e era} Reserve Sir John Bond said testing ,vould be cnt ical ns tJ,e sy5lem ,vas 011 a 
11 

\\i 



platfonn. The Governor noted that tl1e earlier problems \Vere ones of project n1anagement 

rather than JT. 
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ir John Bond said the u1temational financ1aJ community \Vas not looking good in relation to 

dealing \Vith the Arge11t1nian situation. He said it ,vou)d be very difficult to corral diffuse 

creditors across intern at ionaJ capital markets, particularly when standards of market behaviour 

,vere, at best, variable. He said Mr King's speech in lndia had been excellent. He felt a 

devaluation of the Argentinian currency would be tl1e \Vorst of all options. He said foreign 

creditors should take the strain and the official sector should seek ways to buy time Mr Kl11g 

said there ,vas currently a lot of discussion on the matter but the approach seemed to be rather 

one of hoping that something favourable turned up 

EXECUTIVE REPORT 
(IVlessrs Bean and Plenderlei(b in at1endance) 

Ou( ide Revie,v of Bank Foreca ling 

Under the Executive Report, the Governor returned to tl1e discuss1on on the re\ te\\' ot 1'.lP 

forecaslir1g procedures that bad commenced at Court the previous n1011lh. In addition to tl1e 

paper from Mr King, Dr JuJius had \vrit1e11 a note in response. The Go\ emor asked Dr Jul1us if 

she \Vanted to expand on her 11ote. l1e said tl1e review would be an in1portant JJTOJect for ll key 

part of the Bank's work. Her note offered son1e suggested points of clan fication about the 

ten11s of reference; in particular she fe lt the revie\v sl1ould be used as an opportunity to carry 

out an evaluation of forecast perf onnance . boll1 in ten11s of actual econon11c outcome ru1d i11 

comparison witl1 other forecasts - as well as forecast procedures. Regarding tl1c cl1oicc of 

revie\ver, Dr Julius said she felt 1t was less necessary for tl1e chose11 perso11 to l10.\'e cx1>er1e11ce 

of a central bank a11d, on the basis of soundings sl1e l1ad takc11. sl1c bel1e\'Cd ·Ir \\7ull1:s \\:a~ tlic 

better cl1oice, as outlined jn l1er note. Dr J ul1us also said tl1e re ie,ver n1igl1t 11ecd sonlc 

resources fron1 tl1c Bank to undertal e tl1e 1e'vie, , and sl1e ,1. ked \Vl1etl1er ll1e re\ie,v !)t,ould be 

undcrtaken for the No11 Executive Directors ratl1c1 tl1a11 0Lt1·t as a ,vl101e. 

Mr King said l1e \vas not clear about tl1e first poi11l 1n Dr Julius's note 1~1,e revie\v \\ ould 
co • 

nSider tl,c quality of tl1e leclmica] \VOrk provided by Bank staff, in tem1s of tl,c ,vork 
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undertaken and the methods used. This ,vould need to be judged against what the reviewer 

considered to be 'state of the art' procedures and methods. Regarding an evaluation of forecast 

outcomes, he said there \\'as an in1portant point of principle lo emphasise the role of Court was 

to monitor :rvtPC procedures, not ex-post MP judgements, 1n te1ms of interest rate decisions 

and forecasts. Mr King srud tJ1ere was a clear djstmction lo be made between an assessrne11t of 

tl1e \Vork provided to the MPC by Bank staff and the resources employed to service the MPC, 

and the forecast itself, whjch was a result of MPC jt1dgements. An annual ex-post forecast 

evaluation ,vas published 1n the August J1iflat 1011 Report, and bad been approved by the MPC. 

The problem with this, or any evaluation off orecasls aga inst outtums, was the very s111all 

sample size available. 

In the relat1on to the choice of reviewer, Mr King said Adrian Pagan \vas the \1PC''s first 

cl1oice. He noted that Dr WadJ1\vani had preferred but was content with the MP ' s 

collective decision. Mr ](jng explruned tl1at Adrian Pagan ,vas preferred to , partly 

because the latter had made a number of public comments about the forecast process. so he,, as 

less likely to start from a neutral position. Mr King also said he felt it \Vas an ad,,antage lo ha,,c 

someone \Vllh expenence and understanding of tl,e worlc1ngs of a n,onetary pol1c committee 

He added that, i11 due course, 1t ,vas expected that tl1ere \Vou]d be a sen1inar in the Bartl. lo 

discuss the finclings of the review ,v1th a broader group of acadcm1cs and other interested 

parties. Mr Bean sajd the forecast evaluation that appeared 1n tl1e August J1iflatio11 Repo,·t ,, as 

a summary of a longer paper produced by Monetary Analysis. eparately. 

produced a simi lar paper which l1e ,vas coming into ll1e Bank lo discuss. 

had 

Mrs Francis asked if the final sentence of Mr King's note, ''Tl1e re,•1e,, should not prescnbe a 

single method of forecasting, but offer a range of altemat1, es, ,vilh pros and cons of eacl1 

approach to be discussed'', was part of tl1e tenns of referc11ce. Sl1e fell tl \\ .1s t111clear. 1 r K.111g 

said tl1e sc11te11ce was for guidoi,ce nt tJ, is stage a11d 1101 oi111cd tll p1 o,,idir,g tl1c substa11ce of tl1c 

review which ,vould need to be discussed wi tJ1 tl1e rev1c,,,ei · 

Dr Julius cxplaiiied tt,at tl,e first point iri 1,cr 11ote intc11ded lo add1ess tl1e issue tl,ut different 

fllodels were likely to suit differeilt aiJproucJies. She ngrced tl1al tl1c r evt c\\. sl1ould 11ol CO\'cr 

tl,e ground already treated by the Kol,n Report For instJnce, 1t \ Vas l1clpJ'L1l to Ll10 tvlP 1f tl1ey 

could sec the consequence of cl,anging assun1pt1ons or other deta1ls 1n tl1e 111odel Tl11s \Vas 
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re)e\'aDt \Vhen deciding \Vhether a small or a large model \1/8S tJ1e most appropriate tool. She 

tJ,ougbt it was helpful to clarify that tllis ,vas a relevant consideration when evaluating 

forecasting methods. In relat1on to including an evaJuatio11 of forecast outtums, Dr Julius said, 

,vlule the Bank undertook such an exercise, there were many views as to ho,v to evaluate a 

forecast. An external reviewer mig11t want to do tJ1j s as a first step. Thjs would not be a 

comment on the MPC's policy judgements but tl1e forecast. 

The Governor srud that thjs approach, ould mean the review ,vould be considenng f\\.o 

separate aspects t11e inputs to tlle forecast process and the technical aspects of the model -

\Vl1ich amounted to a larger exercise, closer lo the coverage of the Kohn report. He felt this 

rev1e,v s11ould focus on the procedures for an ex-post evaluation of the forecast, not undertake 

sucl1 an evaluation itself. 

Sir Nevi lle inuns said be supported strongly the need lo d1sl1nguisl1 bet\\.-een MPC procedures 

and judgements He asked bow 'slate of tl1e art' or 'best practice' couJd be determined. The 

Go,,emor said boti1 leading candidates were likely lo be ful ly conversant with ,,,hat ,, as ·state 

of the art ' . Tl1e preference for Adrian Pagan reflected a view that he ,vos likely to be more 

obJective. Mr Stretton stated that it ,vas not for ourt to commc11t on the MPC. 
1

S outputs but 

the processes that prod·uced those outputs. 

In the light of the discussion, tl1e Governor proposed to leave point four ir1 lhc terms of 

reference as it stood; and to add the phrase ''judged against the purposes set out for the 

monetary policy regime'' for point one. Tl1e Governor asked for furtl1er co1nn1ents on the 

choice of reviewer. Mr eill supported the MPC's decision. The Go\te111or said U1e Bclnk 

would then approach Adnan Pagan. The issue of appropriate resources to undertake tl1e re\ 1e,, 

wou)d be part of tl1at discussion. 

Sir David Cooksey said Ile thought t11e re iewcr shot1ld repot l lo ourt as a \\l1ole. col1Stste11l 

\\ ttl3 the approac}1 tllal Ned O woti Id, ,.,,11c1 c nppropriotc, \\ 01 k tl1rougl1 otirt ratl1er tl1an 

separate from it . J le sa\V no need r or u d1,,15i011 J1ere. As l1ud l1appened ,,·itl1 t11e Kol111 Report~ 

the • n· re \Vould hopefully be an opportu,1ity for U1c rc\J1e,vcr to laJk to tl1c Non-F\ecut1, e 1rcctors 

separately. ]-le said the role of tJte Non-Exccut1 es ,vos to eslab lisl1 iftl1c MP l1ad U1e rigl11 

tools to unden k . . .. a e its respo11sib1l1t1es 
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Mr Hall asked, as the revie,v \Vas in effect an aud1 t, ,vhel l1er it was witl1in ll1e remjt of the Aud1t 

Committee to consider it. S1r e,11l]e imrns said that it ,vas felt tl1at, wl1ere possible, such 

matters should be brought lo ourt as a whole. The Governor said this \Vas a matter for Non­

Executive Directors to decide. The Bank would 110w progress tl1e review and contact 

Adrian Pagan. 

Bank of England Sports Ground Roehampton and tl1 e La,vn Tennis A sociation (LTA) 

The Governor reported to Court the curre11t slate of negotiations with tl1e LT A regarding 

proposals for a ational Tennis Centre at Roeharnpton. The proposals very much suited the 

Bank. The net cost of the Bank's sports ground and facil1t1es \Vas around £0 9 mill1on a year. 

Tl1e arrangement with the LTA ,vould result man annual charge to then1 of £0 5 m1ll1on The 

Bank ,vas currently involved in legal work to progress an agreement w1th the LT A. Tl1ere ,vas 

a sticking point relating lo lbe subsequent use of the LTA faci l1ty 1n the event of the failure of 

the tennis centre. The Bank was concerned about its control over who n1ight operate the s1te if 

tl1e L TA needed to e it the operation and let the facility to anothe1 party. Tl1e Bank had 

explained that a subsequent future use would be a sensitive issue Tl1e Bank had spec1fied tl1at 

future use should be for '"other tennis purposes'1
• The question was how reasonable thnt \ as 

and ho,v far the Bank was prepared to broaden the condit1ons of future use of the site T,,·o 

proposals had been suggested: first, to shorten the break po111t in the lease fron1 25 years to 

l 5 years; seco11d, to undertake for the Bank to lease back the f ac1l1ty fro1n tl1e LT A e1tl1er 

were considered acceptable. Faced "vit11 t}us situation, tl1e Bank proposed to proceed by w1 

exchange of side letters tindertalcing to consider any futt1re appl1cal1ons for use of tl1e site other 

tha11 for tennis purposes in a constructive and reasonable ,vay Tl1c Goven1or asked 1 f Cot1rt 

was l1appy for the Bank to proceed i11 tl1is way. 

Sir David ooksey said tJ1at it ,vas a reasonable n1Jproacl1 on tl1e ]Jnrt of tl1e LTA and not 

Urlusual in a commercial enviro11111cnl. I le st11d l1e 11oped ourt \\'Ould lJlJ)fO\' C tl1e letter. 

Mr Bai lie asked if tl1e Bank's Ia,,,yers, ere l1appy ,v1tl1 ll1e tcr111 ··rctlso11ablc''. The Go,cmor 
s .d 
ai t ile Bank had co11sidered allo,ving '·otl1er sport111g act1\. it1es,, but tl1at could i111ply O greot 

Variety f 0 potential uses. The Bank's Ia,vyers ,,,ere l1appy, itl, tl1e proposals. Court 

APPROVED the proposal. 
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Bank of England ,vebsite - recruitment 

The Governor dre, Court,s altent1on to an award given to tl1e recruitment area of the Ban.k 's 

external \Vebsite by the Association of Graduate Rec.ru1ters. The Assoc1at1on had judged the 

Bank's site the best of all the ,vebs1tes it had reviewed in the graduate recruitment market. The 

Governor said he ,vas ex tremely pleased to report this acl1ievement. 

October Court meeting in Cardiff 

Tl1e Governor said tl1e programme for the Cour1 meeting in Cardiff was materialising. A list of 

planned events would be circulated shortly and tl1e Governor invited Members of Court to 

signify those in , l1icl1 they wished to participate. 

Report from the bairman of the Audit ommittee 
(Messrs Bean and Plenderleitb in atter1daoce) 

ln introdttcing the draft minutes of the meet1ng of the Audit Con1mittee l1eld or1 20 June, along 

,vi th the revised tenns of reference of the Comn1ittee, Si r Ncv1lle S1nm1s aid t11al the 

Committee had discussed tJ1e Bank's approach to the manage1nent of operational nsks, and the 

Bank's procedures for credit assessrnents. The Committee l1ad recerved e ce11cnt presentation 

on botl1 topics. Mr Jementi had decided to establisl1 a sub-com1nittee reporting to 1v1A CO, 

to consider operatio11aJ risks facing tl1e Bank. Sir Ne ille said this \Vas u better opt1on tl1c.11 a 

separate nsk management committee as it majntni11ed l111e 1nanagen1ent control and en ured 

tllere \Vere no gaps in the process. 

SJr Neville added tl,at J1c and tl,e rest of tl1e Con11111tlee l1ud been i111pres ed \Vitl1 tl1e focus u11<.l 

commitment of tl,e people involved ir1 tl,is \ ork ,,,i tJ1j11 tl1e Bank. Botl1 tl1c internal ru1d 

external auditors l1ad reported posi t,, eJy. 
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Mr Stretton said the Trustees of tt1e Pension Fund also needed to tl11nk about risks but not 

separately from the rest of U1e Bank. He asked tl1al tl,is poi11t be taken on board by the Audit 

Committee. 

Tu ming to t11e terms of refere11ce proposed for the Audit Committee, S1r Neville said they \Vere 

an expansion of tl1e existing re11ut in the areas of business risks and financ1al controls. The 

next step ,vas to move to,vards Turnbull compliance. He said there was a smaJl amendment 

suggested by Sir Briru1 Moffat in relation to the internal audit rerrut. This ,vas to add the word 

"annually" in "to reyje,v (annually) the internal audit programme". 

Court ENDORSED tl1e revised ter111s of reference of the Aud1t ComD11ttee The Governor 

expressed his appreciation of tJ1e work of the Committee. Sir eV1lle expressed his 

appreciat1on for the \Vork of Mr Bennell, the secretary of tl1e Audit Committee. Mr Bennell 

,vas changing his position within the Bank so wo11ld be relinqu1sh1ng his role as secrela.T)'. 

enling Committee Authorisatio11 for In pection 
(Messrs Beao and Plenderleitl1 in attendance) 

lo accordance with the tenns of reference of the Seal111g on1111iltee, tl1e record of authonties 

granted by the Committee was laid bef 0 1 e otu1 for inspectio11. 

Court ,vas up. 
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~ONETARY TABILITY I UE 
he ~conomic and monetar , di c11 ion, i11corpornti11g the 111011tl1l)

1 IP r 11ort to ourt 
a11d inter t. (1\ na tonal economic develo11r11e11 t • 

ls Barker and l\1e ,. la1·k, Beau. Plc11de1·lci1h u11d B11ile ' i11 atte11dniice) 

Updating l • • . 115 llaflCr to CoLlrt , f\1t 8Jtley nole<l tlie tit1gc u11cc1 tt1i11t1c'l ~t11 rou11d111g Ll1e 0110111ic 

11npact of' I • t le ten·ible e,,c11ts 1n ll1e US. Prii1cipt1l a111011g tl1e e \\'ere: tl1c respo11se of l1ouseliolds 

a11d fin, • 18 111 tlie US and o, erseas; tl1c i111n1cd1alc di reel cost.._ structural <laniugc. tl1c lo s of 
l1un1a . 

n capital~ tl1~ lo11ge1 ten11 effects fr.0111 bt1si11css costs r jsi11g - e.g. tlirotigl1 greuter sccuiity 

costs· d ' a11 ,i.·l1at 1 •• 1appe11s next 111 tem1s of tl1e JJol1tical u11d 1111l1tary response. 
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The US economy already had substantial imbalances both intemaJJy and externally Persona) 

consumption had supported gro\vtl1, but that ,va a source of nsk to lhe outlook, and much 

depended on the speed and scale of support fi·om n1onetary and fiscal policy. In the context of 

a s}1ock of t111s magi1itude the risk of a sharp weakenjng was much greater. It could trigger the 

do,,,ntum 1n consun1ption that n1acroecono1nic po]jcy l1ad been seeking to offset until the 

in,•enlory correction had \Vorked through and U1e capital stock of fi11ns {particularly JCT) was 

nearer to an equil1britun level . Moreover, there had been a l1ighly synchronised downturn in 

lhe world economy so U1at no country or region stood out as an offsettmg influence. The 

do,vntum had been concentrated 1n investment goods U1al \\ ere highly traded, particularly ICT. 

This meant tl1at tl1e propagation of the sl1ock around the ,vorld had been faster, deeper and more 

,videspread. 

Initial, but highly uncertain, estimates of tl1e costs of rebtlJlding ,vere in tl1e order of $20-30bn 

(around 0.25% of U GDP). Rebuilding costs follo\,,ing the 1995 Kobe earthquake ,vere 

around 120bn (3o/o of Japanese GDP). With ]1jnds1gl1t such direct impacts of disasters tended 

at the aggregate leve] to be Jess t11an predicted, tl1ough there were often sharp differences to 

sectoraJ effects. T}1ere had been a sharp fa ll in US retail sales 1mn1ed1alely after the attacks 

This \Vas the so-ca lled C effect, but ,vith much of the ground made up by tl1e '' eekend. But 

U1ere couJd we]] be more persistent 11egat1 ve effects on consumer demand. Consumer 

confidence could be an in1portant gtiidc. Confidence ,vas for the most J)art an echo of cconon1ic 

ne\vs, but in a disaster it ,vould probably reflect oll1er news, and confidence could be n1ore 

volatile In the Gulf War period there was a very sharp fall iJ1 confidence \\1l1en Iraq invaded 

Ku\vait. but a sharp recovery when Operatlo11 Desert Slor111 begru1• 

Oil prices had risen imn1ed1ately after ll1e atlacl,s but l1od settled arot1nd 28pb, 11otl1ii1g like tlic 
• 

nse seen in tl1e Gulf War period. Tl11s probably reflected OPT: 's co111n1itn,etlt to en urc 

adequate supply to keep ll1e price in its J)refcrred ba11d, and its succe~s in th3 t objecti,•e 0 ' 'er tlle 

last • d"d l Year. In conclusion, Mr Bai ley sa1d tl1at, l1ile disasters oficn in retrospect I nol 13
' e 

rnajor disceniible 111acroeconon1ic effects tl1e1 e \~ ere tl11 ee veay big en eats: tlie po~siblc 
• 

interaction tl h . k 55 tJie ,vor Id eco110 111y ; ,vi 1 t e pre-existing US 1111balru1ces and tJ1c ,vea 11ess aero 
tl1e ltke)y I t bout ,vl1at ,vould 

ongcr run i1npacl on tl1e costs of production~ and u11certa111 Y 0 

___ happen next . d 
an \Vl1at tl1c economic i1npact of tl1ot \vould be 
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Jntroduc1ng l1is charts, Mr Bean noted ti1at consumption was st1 11 strong a11d retail sales were up 

in August, but investment and net e ports ,vere , eak Tl1ere was a continuing w1dening of 

sectoral imbalances, and some ,veakening ,vitbin services. He comn1ented that there was a 

possibility tl1at the Jabour market was at a turning point because it 11ad stopped tightening and 

\Yas flatterung. He also drew ourt's atte11tion to the RPIX inJlation rate of 2.2o/o 1n July, rising 

to 2.6% 1n August, t11ough some of this increase was likely to be temporary, and noted that 

producer price inflation was subdued He re.rrunded Court that at the scl1eduled meeling in 

September the MP had voted to keep tl1e repo rate at 5%. Turning to the effects of tl1e attacks 

on Ne,v York and Waslungton on the UK, Mr Bean said that tJ1ere \.Vas an 1m.med1ate possibility 

of disrupllon to fjnanciaJ markets, ,vh1ch had bet!n negated by supplying adequate liquidity, 

inclt1d1ng a dollar / sterli11g S\vap facility. There \Vere both supply and demand effects on the 

UK econon,y Export demand \Vas lower and there ,vere negative wealth effects fion1 equ1ty 

pncc falls, and \.Veaker confidence from increased uncertainly. With respect to supply, there 

\Vere adverse eff eels from increased security costs and otJ1er factors, and possible increases m 

011 and ra,v n1aterial prices. He beJieved the scale and duration of t11ese effects \Vere extremely 

uncertain and depended on political and military developments. 

Tu.ming to mo11etary policy, be noted tl1at U1e Fed l1ad cut rates by 50 basis points ahead of tl1e 

reopening of the Ne,v York Stock Excliange, to sustru11 confidence, and there ,vas o subsequent 

unexpected cut of the same amount by ilie ECB. He noted that the MP sought to be analyt1c 

and considered in its approach, and believed it was too early to assess U1e full econon1ic 

implications of the strike agrunst the US, altl,ough tl,ey ,vere clearly adverse. Against tl1is 

background a cut of 25 basis points ,vas n1ode at a special meeting of tl1e MPC Ll1e day before 

Coun, allo,v1ng for ful]er cons1deratio11 at l~1e MP 's October n1eet1ng. 

Turning lo tl1c 1narkcls, Mr P]enderleitl1 con11ne11led tl1at il ,,•us earl} da)·s bul 011 tlic '''1101e 

they l1ad bel1aved relatively steadily, '. iU1out l1uge J)a11ic, a11d l1ad accon1111oda1cd e sc11Lial 

busi11ess 11 • . 1 t • ti f"ac "> of a totally • le 1nfrastructt1re }1ad bee11 ex1raord111nr1ly rcs1 1e11 111 1c c 

unexp ected evc11t. 

In respon . 
se lo a11 1n,·1tat1on from the Go cn1or, Ms Barker said sl1c l1ad notl1i11g Lo add. 
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In response to a question from ir Brian Moffat, the Governor said there had been almost 

continuous exchange of info11nation among central banks. Tl1ere ,vere regular discussions to 

inform eacl1 other of ,vhat was in mind . He noted that central bank governors had met in Basle 

the ,veekend before the outrage, and it had been clear from U1e discussio11 tl1at the Fed was 

ltke)y to move at 1ts next scheduled meellng. ubsequenlly, it was the practice that banks 

,vould not tell each other what they ,vere going to do in advance of a decision, but would 

ii1d1cate to each other what they had decided just before l11ey announcements were made. That 

,,,as ,vl1at had happened with the Fed on Monday. What U1e Bank of England did not know at 

the time ,vas tl1at the ECB ,vas going to react 1mmediate)y, wl11ch was a surprise The Bank 

,vas told just before the ECB announcement. lio\vever, that ,vas typical of the \vay things 

,vorked Wl1at central banks never did ,vas to get into teleconferences to agree to do the same 

tl1ing at the same time. The Governor said he ,vas quite surpnsed tl1at tl1e ECB had acted as 

quickly as it did. The 1v1P l1ad to take account of \\1hat the E B had done in its own 

deliberations, bul the UK's situation ,vas different. He believed tl1e MPC had acted 1n a calm 

and considered \Vay. 

ir Jolin Bond commented U1at Lhe markets' response when they reopened in Ne\ Yo1k \ as 

extremely measured. A lesson banks had Jean1ed "'as that the teclmology base, ithstood the 

attack extraordinarily well, and ]1e noted that the cellnet te]ephone systen1 \\'Orked ,vell, \\'l11le 

fixed Jines worked bad]y, after the outrage. All organisations no\v needed to think further about 

contingency arrangements. Mrs Francis noted tl1at the greatest in1pact in the UK can1e as a 

result of the n1arkel uncertainty, wbjc}1 \Vas g 1vi11g difficulties to son1e con1parues 1n the long 

tenn savings n1arkets. Some companies were cxi1enencing pressure on ti1eir solvency n1arg111s 

Mr Neill said that in tl1e car market t]1e first ten days of September s110,ved an increase of 

29-5¾ against a forecast of an increase of 17 .5o/o and, if it continued al tl1at rate, tl1e full year 

Woulci produce a11 all time record. He also noted tl1at in1ports ,vcre 80° o of tl,e n,arkct, an all 

time J • h h • ltgh. Given U1at a lot of tl1c demand was 111on1cntu111 fio111 pre,,ious 111ont s, l e lttlle to 

look ~ I d 1 • 11 or t ,e ttnpact of tl1e pre\ 1ous weel<'s e,1ents was fron1 o,•en1ber 011'' ai ir t:\' t e 
s 11111ns said ll1at l1is v1e\v ren1a1ned tl1 t1l tl1e co11strt1ctio11 111dusll) '' as clo e to tl,c top 11 Ian 

Gibson sa·d l • • t sflata11(iedgi11g 1 t ,at 111 tl1e n1otor 1i1dt1stry tl1e Jlerfor111u11cc or1 tl1e co11ltnen \Vl 

to,vards do,vn, dragged mainly by Ger111a11y. l lc l1ad l1eard anecdotal e,·1dc11ce of cu~lon1ers 

Walking a,vay from options on order books for expensi e prem1u111 vehicles. In tl,e U 0 
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nuntber of manufactmers were signalling progressive reduct1ons. 0 11e reading was that these 

,\·ere cuts already in the pipeline 

In response to a question from Mr HalJ, tl1e Governor said the Bank had a roJe with respect to 

tl1e searcl1 for terror1st funds, in that 1t \Vas responsible for impJementmg UN financial 

sanctions. Mr Plenderleith noted lhat the Ba.ilk was tl1e Treasury's Agent in 1mplement1ng 

statutory sanctions 011 money held i11 specific accounts There were sanctlons against lraq and 

the Taliban. A quesl1on being considered by tl1c Government was ,vl1at could be done to beef 

up action generally, as opposed to action on specific accounts. Tl1e Governor noted that this 

,vould be discussed at the Ecofin meeting the follo,ving week. Money laundenng was separate 

frotn tl1e application of sanct1ons. 

Sir David ooksey noted that the one of his companies supplied base station equipment for 03 

nel\vorks a11d had l1eard fron1 customers tJ1at they ,vere delaying for six to hvelve months the 

roll out of 03. Tl11 ,vas bad ne,vs Ms O'Donovan said that the biggest 1ssue for FT E 

companies ,vas tl1e1r concern about liquidity. The banks had been reeling from the funding 

demand of the telecoms u1dustry. There were co11cen1s now about the fund1ng requirements of 

airlines if they ,vere not helped by Governments. Tlus had led others in tl1c corporate sector to 

\vorry about more generaJ issues of access to bank liquidity over the follo,VJng s1 months 

Ms Blo,v sa1d that she ,vas a litt]e concerned tl1at public sector budgets, ,vh1cl1 had been quite 

buoyant, mjgl1t be s,vitcl1ed if tl1e situation got 1nore difficult 

ln response to anoU1er question from Ms Blo,v, the Governor confim1ed tl1al tl11s \\10s tl1e first 

time lhe MP had held an en1ergency meeting, and lie \VOS content ,,,it\1 tl1e piocess Mr King 

noted that the MPC had decided to time tJ1e publication of its decision at n1idday, ns il did for 

normal meetings, and that the 1ninutes would be published at tl1c san1e ti111e as tlte ntinutes of 
the . • ,. • • d l t 'f l next meet111g. In response to a quest1on fro111 ir 1 lo,vard Davies, tvlr Kttig sru l lu 

1 tie 

~PC met f 0nnally, it was obliged 10 publish the minutes and the decision ll \\ as lus hope that 

,t Would be a 1011g tin1e before tl1c MP l1nd n11otl1e1 u11scl1cduled meeting. In rt:sponse to a 

question fron1 Mr Ne1ll, tl1e Go\1e111or noted tl1ul before tl1e outrages in tl1e l l Ille Bank l1ad 
10oked at , • • N }1ange us ()Ult Of 
. a scenario of an aircraft Jutting t11e Ba11k and anotl1er lulling C\V 

llS co • 
nttt)gcncy planning exercises. 
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ON presentation by their Executives 
(!Vis Barker and 1\1essrs Clark, Bean, P1eoderleitb, ook, Kidgell and Jenkin on in 

attendance) 

The Governor \Velcomed Messrs Cook and K.idgell from the ONS and thanked them for 

agreeing to speak to Court about their organisation's provis1on of statistical inf ormat1on to the 

Bank, \Vf1jch fed into the MPC.,s processes. 

tvfr Klng noted tl,at one of the most important inputs to monetary policy decisions was the 

range of official data. Tl1e Bank had a Serv1ce Level Agreement on data provision and Court 

received an annual report on that. Court had sho,v11 a great interest in the issue of statist1cs 

,,h1ch ,vas ,vhy it had been thought useful to invite Mr Cook and Mr K1dgell to the meeting. 

Mr Cook and Mr KJdgell introduced tl1eir paper. Mr Neill asked Mr Cook \Vhether he ,vould 

score the ONS performance in a nun1ber of areas. Mr Cook said the O \vas pretty effective 

in running st1rveys, but ,,,here it had to do more ,vas in improving response rates. On the latter 

he ,,,ou)d score six out of ten. The ON 's data ended up 1n a great many repos1tones, and 1t ,, as 

look1ng to a single repository for all the statistical data that came in. In tl1at area l1e' ouJd 

score the O S at hvo out of ten. Because of that tl1e O S's ability to make major changes'' as 

lin11ted by its systems. It took time to make enquiries 1nlo old files . In tl1at area he \\-ould rate 

lhe ONS at three out of 1e11. 

He believed the O S had tJ1e ability to cl1ange very substant1ally. Tl1al \; as \Vl1ere tl1e Bank 

would see a major shift, in the ONS's ability to do ne,v thi11gs. He noted tlie s1g11iiicance of 

publishing information on the web. Reuters, Do,vJoncs and Bloon1berg earned lnrge ar,,ounts 

of i fi bl ' ~1. f n omiation, a11d one day there mjg}1t even come o. st1ggesl1on tJ1at llic pti is ,ing 0 

inf onn • 1 f U e ation might be l1anded to an agency sucl1 as Reute1s. l tl1c 111on1ent a urge part O 1 

ONS's tnfonnation ,vas pub] isl1ed in , ery expensive books. I le noted tl1at tl1e O ,vns sc.;tt111g 

up a Slart-u b • . . • t' , ~a ,vos very l1ard if tl1osc P us1ncss t1n1 t Making cl1n11gcs 1n st1cl1 a11 111110,,a J\! c are 
responsibl k t tJ > \\ere big cl1ru1ges to c were caugl1t up 111 tl1e effort of clo111g day to duy ,,,or .. , ye 1erc 
lllakc 11 

1 
p , nlJ)le l1ulf of tl1e 

• ea so 11oted tl1at ll1e ONS operated a registry of 11 fe cve11ts or exJ ' 
Population h . . . . N 1oble to meast1re 

c ange 111 Bnta1n was due to m1grat1011. Bul tl1e O \Vas ui 
Population h . . • n1ber of areas sucl1 as 
~ c ange at the moment. Tl1e quality of public policy in a nu 
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population change, health education and the Jabour market was eroding as a result. T11e ONS 

had a good labour market survey, but its ab1lity to r11ap it into tl1e population of Britain had aJso 

eroded. The UK as an island country operated w1tl1out a register of populat ion but perhaps 

should operate more like a land blocked country. Tl1ese were areas in which the ONS had a Jot 

to do. 

JJe also noted that the ability to use administrative and tax data was changing rapidly, because 

other departn1ents ,vere becoming more effective i11 tl1eir use of data. Turnjng to the use of 

resources, he said lhat if there were significant tension over their allocation, hls only response 

would be to make a proposal lo the Treasury for n1ore finance. One of the problems ,vas that, 

because of trnd1tjonal cash accounting, settjng priorities meant deciding ,vbat to drop off. This 

\Vas n1ore in1portanl tl1an the ability to decide \Vl1at tl1e ONS s11ould do The Bank had to g1\ e 

as much gu idance as to what 1t did not need as to wl1at 1t did need. In response to a quest1on 

frorn Mr Hal] , Mr ook said tJ1at the Bank of England was one of the ONS's half dozen biggest 

customers and all for different reasons could not be ignored. It \Vas rare to have an execut1, e 

meeting \VJthout the Bank of England being ref erred to. Part of tl1e O S's JOb \\'as to pro\ride 

the MPC, 1th infonnalion, but aJso it provided info11nation for other people to judge\: hether 

lhe MPC \Va \ orlong. He noted the enormous difficulty of repeat1ng the measure of GDP al a 

national level, which \Vas hugely complex, at a regional level To do tl11s 1n the regtons ,vas 

almost impossible. For example trade flo\VS bet,veen regions were not measured. Instead. 

regional GDP figures were obtained by allocatio11, using l11e income series. Mr Kidgell noted 

lhat a start t1ad been n1ade \VJth neighbourl1ood stat1st1 cs, and some speed1,1g up l1ad also been 

acl1ieved with tl1ose regional GDP figures \Vhicl1 were produced. 

s. . 
ir David Cooksey \Velcomed the O S's robust approacl1 to change and \vas del1gl1ted that tl1e 

Bank \Vas always on its agenda. Aclucving a close rclot1onsl1ip \ as er)' irllpoitanl. He o..,ked 

about the acquisition, development and rete11t1on of key people. Mr ook said tl',at ll)e be t 

sou 1·11c O ' rec of recruits for tl1e Bank apJ)eared to be tl1c ONS, ,vl11ch cotild 110 t conipete. 

\Vas a very • n H b 1· , d tl1e L K civil sen'ice sign1ficru1t trainer of you11g pcoJJlc, ,,,J10 tl1e11 le . e c 1e, e 
had an ant · d 1 . . . rl • ng said tl1nt tJ1e1 c ,verc 1 1 uv1an a1,proacl1 to pay, part1ct1larly i1erfor111a11ce pay. avi t ' 

\Vays or u • l e t1Jvtng 1 ccruitcd 
sing tl1e system more effectively. J'ic also notccl t]1e impor anc ' 

&0od peopl f . • d a 1age1nc11t 111e ON c, 0 g1v1ng tl,em t11e best tecl1nology, accom111odation an m, 1 
• 

_____ h.._ad recently • • • It ltad b e~11 runn111g a 
111vested much more signi ficant)y in managcn1ent tra111ing. 



147 

business as complex as an oil refinery as if it were a series of bout1que batch breweries. There 

,,,as one good building in Pimlico but the rest were poor, dating back to tl1e sixt1es, \Vith no 

investn1ent in t,ven1y years. It ,vas 1n1pot1ant to get tJ1e intangibles n gbt at the O S because 1t 

\vould ne,,e1 co1npete on pay There ,vas al,vays tl1e e c1tement of working in a central bank to 

compete ,v1th. Tl1e O would like to say to its staff go to tl1e central bank, but then come 

back again. 

Mr Cook noted that 11e had regular conversations witJ1 Mr King and others, because it was 

important tJ1at ll1e who]e management chain at U1e ON should have a sense of the Bank's 

interests. He also suggested there should be more exchanges of people, ,vilh a flow from the 

Bank to ,vork at tl1e O , as \Veil in as the other direction. Tn response to a question from 

Ms Blo,v, Mr Cook said he ,vould be del1gl1led to welcome non executive Directors of l11e Bank 

as visitors, and the Bank should not underestimate the va lue to ONS staff of taking that interest. 

In response lo a question from Mrs Francis, Mr Cook said U1at in tJ1e past, \Vhen tJ1e emphasis 

l1ad been on improving existing perfo1111ance, it was hard to be forward looking. It ,vas easier 

lo be very much 1nore f onvard look111g '\l hen the O S \Vas not spending a d1sproport1onate time 

reacting to events. His perception was iliat dunng tl1e last year the ON had started to be a lot 

more reflective. Mr K.idge]l said that a consensus about \Vhat ,vas 1n1pot1ant ,vas begin.rung lo 

emerge. There had been f or1nal meetings before, and formal letters. but no,v there \\ere no 

surprises in those let1ers. The O was nevert.J1eless still learning about ho\: to tackle bigger 
• 
15stles. Mr King 11oted that there were f annal MP meetings once or t'\,·1ce a year at '' l11cl1 tl1e 

comni1ttee agreed and approved priorit ies, and tl1at 1nfo11nalion we11l to U1c O • But tl1ere 

,vere also detailed discussions between U1e staff under Mr Jenlanson and the staff of tlie 0 • 

He noted tl1e importance of Mr oak's point about the need lo be clear about ,vliat datn tlie 

Bank wanted to give up. The Bank ]1ad never been serious about saying t11al 111 return for n1ote 
• 

it was \\'i11ing to gi,•e somethit1g up. It ,vould l1ave lo toke tl1is n1orc seriously i11 future. 

Sir 101111 8 011d said tl1at in U1e JJrivate sector tl1e 1111porlance of seei11g if ru1ybod)t ti ked for Uie 

infor1nat1on was al\.vays stressed Mr Hall said t}1e ,vay to ensure tJ1nt ,va~ lo pay for tl1e 

informat T •on. hat ,vos a real n1echanisn1 for drivi11g fonvard cl1n11ge 

1'hc G f tl ._· 
o,•cmor thanked Mr ook and Mr K1dgell on bel1alf of tl1e \Vllole of oui·L or lcir 

0Pcnhess and r. . 1 I d for tl1c 111lercsl ll1e 
1rankness, for the very close co-operal1011 at all C\'e s a.tl ' 



sho,ved in tl1e Bank. He noted tl1e idea that tl1e Bank and t11e O S should exchange 

people. St1cl1 an exchange could only be constructive. 

FINANCIAL STABJLITY ISSUES 
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RevielV of tl1e Financial St.ability area, including domestic developments and international 
issues 
(~lessrs Clark, Bean and Plenderleitlt in attendance) 

Mr Clark introduced 11is paper, and particularly noted the sections on US events, private sector 

involvement and payment system issues. 

In respo11se to a qt1estion from Sir David ooksey, Mr lark sa1d that there might be questions 

about the Argent1ne lMF programme. lssues in relation to private sector 1nvol ement would 

arise even if tl1e IMF's analysis and prescriptior1 \Vere faultless. They arose fundamentall)' from 

the cl1anges over the last couple of decades in wh1cl1 there l1ad been very much more 

participation by borrowers and ]enders from the private sector in international capital flo, s 

The TMF, borrowers at1d private lenders reqt1ired some better ,vay to configure tl1at 

relationship. 

FINANCIAL l\tJARKET OPERATJO 1 E 

Quarterly report on currenC developn1enf 
(Messrs Clark, Bean and Plenderleifl1 i11 nffendn11ce) 

Mr Ple11derle1tl1 introduced his report 011 tl1ree issues 111 tl1e Fi11011c1al 1ut kets Openltion .irt: : 

llle expansion of cuslo1ncr deposit faciliti es, U1c progrn111111e fo1 1ssui11g ettro deno111inate,l 

sccunties, and progress 0 11 the Bank's 111aJor n1arkel i11fras tn1ctur projects. , ~t,ere being 110 

que~11011s tl1e Governor said ourt took 11ole of ll1c pa1,e1 • 

Registrar' D 
(l\1 s e1>art111e11l a11nu~1I 1·epo1·t 

essrs Cl k 
ar , Bea11, J>le11derleitl1, S1>arlte :ind 1, [ ..,o,vtltca· i11 atte11dn11c ) 

Mr Spark · 
...-:::~~ es 111troduced l1is paper. 

I a . 
naging a slirinki11g business. 

. S k I d done a fantastic job 
Mr Plc11dcrleitl1 said ll1at Mr fJClf es , .. 

L] t·1 tl1c end or Ll1c contract \\'itl1 tl1e 
It ,vas only l 8 111011 1s u11 1 
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Treasury and 1t ,vas natural to ,vant to kno,v at this point ,vhat would be done. The good news 

'"as that there had been a response to the policy paper put to Mi111sters. A slightly baffling 

aspect ,vas that the EconoJIDc ecretary had agreed to se,,eral proposals wtuch ,vere not at all 

consistent. The sensible thing ,vas to choose one ivay forward. It looked as if the Treasury 

officials ,vere 11ot 1n favour of a new 1ong-le1111 contract A more probable outcome, which the 

Bank ,vol1ld favour, ,vas to try to co1nplete the process of merging CREST and the Register. 

Further consideration could then be given to ,vhal semces could be provided beyond actual 

registration, for example payment of di,1idends. Consideration would then have to be given lo 

,vl1ell1er ,vhal was proposed was practicable, and on what tjmescale. The Bank would come 

back lo Court ,v1lb proposals ,vl1en these issues had been clarified. In response to a quest1on 

from Miss O'Donovan about ,vl1at ,vas included in direct expenditure, Mr Sparkes said these 

,,,ere items tJ1at varied v.ri lh voJume, for exan1ple. postage, travel and commu.nicat1ons. 

Miss O'Donovan noted ll1at U1ese had gor1e fro1n 55o/o to 133% of staff costs. Mr Sparkes said a 

lot of lhis \Vas lo do with commurucations and computers. Sir Howard Davies srud that 

Registrar's l1ad done a terrific job of managing the cost base do,vnwards. It looked from 

Mr parkes' project1ons as if they had reached the end of the road in terms of reduct1on of unit 

costs. He accepted that it ,vas a Treasury decision, as U1e cl1ent. But Court was responsible for 

the management of the still and it ,vas highly unsatisfactory for people to be\\ orking ,,·ith no 

certainty about the future. lf it ,vould help in negotiations, the 1e,v of Court could be passt!d 

on that the uncertainty should be resolved sooner rather tl1an later. Mr Ple11der]eith said that 

,vas extremely helpful , and he would be ,,ery glad to take it on board. Tl1e Governor agreed. 

Court's view might be helpful i11 givi 11g impetus to the 1·rcasury and 1n dec1d1ng on the options 

Tile Governor congratulated Mr Sparkes on the way l1e had l1andled a ctifficult job over 3 

number of years. 

EXF~CUTIVE REPORT 
(l\1~srs Cl k ar , Bean a11d Ple11derleil l1 ir1 attenda11c ) 

th
c Go\'en1or said 11c regretted to repot la ft1rtl1er defen ul of ll1e discussion of tile Slrategy 

Paper o11 tl1c future of tl,e Pri11t1ng Works. Jt ,vas in1port,u1t tl1al tl1e optio11s ,vcrc U1orougl1ly 

researched d . · b :afore Christn1as. 
, an it was still planned to l1a\'C a paper ready for d1scus5ion e 
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Mr Clementi reported that negotiations ,vitl1 the Lawn Tennis Associal1on over Roehanipton 

had ceased. The issue on \Vhich they l1ad failed was the right of tl1e LTA to sub-let t11e site to 

,vlJomever they wished, if they moved out. The Bank fell that as a central bank it should }1ave 

some say 1n ,,,ho its neigl1bours should be The Bank 11ad invited Sir Ronald Hampel to look at 

a proposed compronuse, ,vruch the Brulk accepted but tl1e LTA did not. Mr Clementi said he 

,vas not impressed by the way the L TA managed the negotiations, constantly changing the 

specification and allowing djscussions to drag on for a long penod. His belief was that income 

could still be raised at Roeharnpton, btil break-even l1ad been pushed further into the distance 

The Bank \Vas not quite back to square one. A nutn ber of different part.Jes had approached us. 

The vie\V had been take11 01at negotiations should be exclusively with the LTA but the Bank 

,vould now follo,v up other expressions of interest and \Vould report back on the options for 

Roel1runpton. 



M AGEME T OF THE B • K 
taff Pension Fund - amendment to Tr11 t Deed and Rules 

~1essrs Clark, Bean, Plenderleitb and Ke ne in attendance) 
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Mr Clementi reported ll1at, i 11 the l1 gl1t of cl1anges introduced by the Pensions Act 1995 

revisions in contract11Jg out requiren,ents and cl1anges in practices, a re ic,v of tl1e tafT 

Pension Fund Trust Deed and Rules J1ad no,v bee11 con1pletcd, and the poper circulated to 

Members listed tJ1e proposed amendments. There was nothing ne\1 in stibsto.nce, but it 't as 

necessary t ·a 11 I b • d 0 11 Y up tl1e Trust Deeds. 111 response to a qt1csl1on fron1 Mr Ha on t 1c as1c utn 

about the p l • 1 d ension l'4~ u11d, tl1e Governor offered a se1Jaralc br1eft11g for any Director ,v 10 \\' t ,e , 

and Mr Key,1es noted that the Pension Fund had a £200 11111 surplus al tl,c n,o5l recent 

\'aluation. 

Court \\as o Tl1e Deed NTI~Nl' with t]1e cl1a11gcs st1111111ar1sed i11 tl1c atlucl1ed aude11dun1
, 

setting ou I • 
t t le cha11ges to the Trust Deep \\ as tJ1eref ore appro ed arid U1e llcsolul1on setting out 

the revised 
..,.,-- Rules \Vas passed. 
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Seatings - legal ad,rice 
(l\1e.ssrs Clark, Bean, Plenderleitl1 and Glover in attendance) 

The Governor reminded Members that followjng on from the 1ntroduction of the 1998 Bank of 

England Act, Court had delegated responsibility for custody of tl1e Bank's seal to the Secretary, 

and authority for the seal 's applicatio11 to a sub-conunj ttee compnsing one or more Members of 

Court and the Secretary. ourt had also noted that, for tl1e benefit of the sub-committee, all 

documents submitted for sealing ,vere accompanied by a vetting letter from the Bank's 

principal, external legal advisers Freshfie]ds Brt1ckhaus Deringer. 

Mr Glover introduced l1js paper pointing out tl1at the requirement for a vetting letter from 

Freshfields related back to an era ,vl1en Fresbfields had a monopoly of the Bank's legal \\'Ork. 

Nol only did the Bank no\v have its own Legal Un1t but aJso 1t used law fi1111s other than 

Fresllfie]ds. ln tl1ose circumstances, Mr Glover proposed that the written ad,1ice to the sub­

comnuttee in respect of docwne11ts subn11tted for sealing should be pro,,ided b)' a la,,, firn1 

approved by the Bank's Legal Uni t or by the Legal Unit itself. The Go, ernor said the 

proposals ,vere eminentl y sensible. ourt \.Vas CONTEN f . 

There being no oll1er business, ourt ,vas up. 

{ 
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Sir John Bond 
11 Howard Davies 

Sir Ian Gibson 
Dame Sheila McKechnJe 
Ms O'Donovan 
Sir ev1lle S1rnn, 

The Minutes of lhe curt of 19 September, huv1ng been circulated, \\ete t1ppro, cd 
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~10 ETA RY 'f ABJLITY J...,..., E 
Tt1e cconom •. (~1 , ac and monetary di cu io11, in 01·po1~ating tl1e n1onll1l)' l\1P , 1· port to l.,ourl 

srs Plend ) I ·tt Dr \Vadl . _e_r ei 1, lark, Bean, All opp, 1 Bari r, Prot'e • or 
1
i k II and 

l\~an, 111 atlc11dance) 

The Governor , ,. . d . • .. , f 1 Mp c:m111 ed Me1nbers ol out 1 1ha1 the Minute~ of 1he .1dd1u0t1al mcc1tng O I 
ie 

C l1elo I ute 1 s · b, • t d b n n cptember togetl1er \\1ill1 tl1e n1inute of tl1,. meeting l1eld 1n 0 L l O e t 
1
n ce 

PUbl1shcd th 
MPr . a1 morning. The Governo, wus plca~ccl to wclcon1 :111 e. 1en1al n1e111bers ol the 

unct \Vas 
very gruteful l o ll1en1 101 comi11g do,v11 to JrcLiff. 
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In introdlicing the n1onthly MPC report to ourt, Mi Bea11 r,oted tl,at world growth was 

continuing to s]o\v, and tl,ere \Vas a sharp do\vnt11111 111 \Vorld trade Even before llie terronst 

attack in Ute U , consun1er confide11ce ,,,a weake11 i11g. It fell furtl1er fol]o\vi11g the attack, 

thougll it )tad since re o,,ered a little. He noted the n1oven1ents in US manufacturing output 

data, the NAPM survey, equity prices, and develo1)me11ts 1n US retail sales, togetl1er with 

consumer confidence tre11ds ru1d mortgage 1narket developn1ents since tl1e attack. In the UK. 

Mr Bean noted t11e ne\,\'S on GDP, consumption, n1anufacturing, employment and inflation~ 

toget!1er ,vith tl1e ,veekly BR and Bl Sltrveys and cha1n store reports that suggested 

consumption had l,eld up \veil ailer tl1e attncks. After eptember 11 , equity pnces had returned 

to pre-attack levels, but consumer and business confidence \Vere lo,ver He also noted the IvIPC 

dec1s1on at its scheduled monthly n1eeling to cul rates by 25bp, and dre,\' C'ourt's attention to 

the votes set out 1n tl1e minutes of the special and scl1edu)ed meetings. 

Turning to the market charts, Mr Plenderleith said that it ,vas not at all clear that there had been 

a n1aJor impact 1n the markets from t]1e events of 11 cptcmber, other than the e'\.pectanon that 

there \\'ou ld be short tern, interest rate cuts, ,vl1ich there l1ad bce11. lt ,vas, 110\\ e,,er, going too 

far to assert that tl1e hc1gl1tened conce111 ,vas rcstncted to political and 111ilitary issues ral11er 

than the financial n1arkets, \; here tJ1ere ,vas a great deal of ,,cn ·ousness. 

Dr Wadh,vani sa1d 1t ,vot1Jd be useft1l if ot1rt cottld 1ccc1, e feedback on an)' rcact1011 b) fin,1s 

so far in response to tl1e terTor attack. Mr Bailie, c1ti11g a number of e J.J11ple!), said 

Scpteinber 11 had been used as an exct1se by con1pan1es to do tl11ngs tl1ey JJrobabl ,,,attld l,a,•t 

done ari}'\vay. Mr Morris ag1eed, citing furtl,er e ai11ples and said tl1e Bank cottld 1,elp b ' 
re • 

peating the message that it \Vas 110( nccessa1 i ly tl1e case tl1nt a cut it1 rates \\'ould help, b ' 

reducing the va lue of stet J111g. PeOJJlc 1111gl1l tl1e11 u11dersta11d tl1nt s0111e tl1 i i1g 11101c ftii1dar,, ritnl 
had to 1 d r. l l • • 

JC a dressed, in tl1e context of prodt1ct1, it and i11,estn1c11t . He .. t .. o 11ote(l tl,i.:: 10 111 air 
lruveJ . • . . . . ~ . 

'Particularly lra11s-Atlantic 011d Asi,1-Pac1fic, 011<l s 11cJ JJOl1t1c1tms l,otild re toie "'on,e 
Confiucnc t 1 d O 1th 

e O tl,e travclli11g J)Ubl1c. M1 Neill sJiJ October l1f1d l,ce11 a tir11r1s111g )' goo 111 1 

for c 
ar Snlcs so far, but l1e also re1lorted ll1e , 1ie,,1s of u 11t1111l,ur of' car di tribtitors, '' l\O ,,,ere 

Ve 
ry nervous b • I ply cl1ai11 ,v a out tl1e prospects for tl1c first quarter of 2002. Problen1s 111 t 1e Sltp 

ere ucutc 
'anct car n1a11 t1fac\t1rers' co11fidc11ce ,,,as \1ery lo\\'. 
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~tr tretton noted investment in Jong t e 1111 savings l1ad bounced back to tl1e Jevel at the 

beginning of eptember, and the drop l1ad been influenced by tl1e bel1aviour of tl,e stock 

01
arket. Mr Hall noted the Ha,vkins Report on tourism i11 umbria ,vh1ch \vould recoi,unend 

further 
5
t1ort term help. Ms Bio\\' said no change of pattern had been noted in l1er sector, while 

Mrs Francis said there \Vas less con1ide11ce 1n tl1e insurance sector about \vl1etJ1er future 

business le\1els would l1old up, and there, ere up,vard price pressures in general 111surance 

,vluch dcri,,ed from reinsurance. There \Vas also concern that the insurance sector could be 

affected by tax increases. S11 Da,,1d oo~sey said that an1ong technology con1pan1es, casl1 was 

becon1ing very mucl1 1nore imporlru1l to purcl1asers of equip111e11t. 

The Goven101 said he took the tone of t11e comment fron1 Court to be that Members found the 

situation, so far, to be 11ot as bad as l1ad been ex peeled, btJt that they ,vere ,vorried that it could 

get ,vorsc. In response to a questior1 from Mr All~opp, Mr P1enderleith said that there was a 

general se11se 111 tl1e n1arkcts tl1at tJ1e slo,,,do\.vn \VOU ld be 111ore prolo11ged Mr Neill said he had 

rarely sce11 sucl1 n consistent message from pe11sion funds, wl1icl1 was tl1al Q2 2002 ,vould be 

much better, ll1ougl1 they might all be wrong together 

.\gent ' i ue of the moo th 
( le r Plenderleitb lark Bean, II opp, M Barker, Prof es or ic~ell, Dr '''adh,,·ani, 
~Ir Jenkin on and I amper in att nda t1 ce) 

Ms Camper presented the findings of a survey carried out m July on tl1e prospects for UK 

exports. Updating U1e survey, on the basis of conversations witl, colleagues, Miss Canipcr said 

aeronaut1 I d l cs 18 slowed, automobile volumes \Vere not loo bad don1csl1cally, but tl1erc' ere rea 

questions ab • r. d out exports to tl1e US wh1le foot ai1d mouU1 was sttll a problen1 for tl1c ,oo . , 
tndustry and • . d b 111 tounsm. The prospects for exports to Europe and the U l1ad been cloude Y 
the terrorist tt, ks • , a ac and\\ ere \veaker than 111 July \Vl1 11 tl1e survey \vas made. ln rcspo11sc to a 
question fro . • • ~ r 

m Dr Ju lius, Ms C'an1per said tl1at fim1s l1ad g1ve11 tl1c e cl1angc rote ns a reason ° 
rcv1s1n , d 

g o,vn tlJeir export p1·ojcctio11s since Ja11ua1y, but tl11s \ as a rcst1ll of tl1c btiild UJ) of 
Pressur cs 0\'cr a I ld take MrN . muc I longer penod. There wus only so much pain a con1pany cou • 

ciJJ agreed S B . . ~ re be111g pL1sl1ed 
rcrnor • Jr nan Moffat said tl1at, 0 11 t)1c suJJply cl1a111 side, pr1c1::s ,ve 

Sclessty do\ . , ~ I kcly to pull b::icl, 
Vil, ai,d after hanging on for t,vo to tl11ec years fin11s \\Cle 

1 
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'on-Policy meetings of the l\lPC 
(l\le srs J>lenderleitb, Clark, Bean, All op(l, Ms B~1rker, P1·ofe sor ickell and 
Dr ,vadli,vani in attenda11ce) 

Mr Kirig noted tl1at the paper before Col111 li sted 111ne meetings held since April . 

Fl ANCIAL TABILJTY IS UES 

Domestic development and international i ue 
(l\le srs Plenderleitl1, Clark and Bean i11 atter1dance) 

~1r Clark noted tl1at n1any of the n10s1 1111portant current questions from a financial stabilit:)1 

point of v,e, related lo Ll1e co11sequences of tl1e terrorist attacks, including financial fragilit)' m 

the US, sectoral questio11s, part1cularly in insurance, and the instab1l1ty of equity mark.els 

These wot1ld be reported on 1n more detail in the next F R. 

There \Vere tl1ree otl1er issues to 1nenlio11. Pre 1ous concern~ about Argentina and Turke)' 

rematrled, and tf anytl11ng, tl1e situat1011 in botl1 l1ad detenorated, the Bl had co ordinJled Lhe 

publication of new 1nfonnatio11 on tl1e scale off orcign exchange and den, ati\•c tradi11g ncro­

the globe; and there l1ad been expressions of interest i11 l)iddi11g r or LIFFE fron1 tll London 

Slack Excl1ange, Euronext ru1d Eurex. 

FINA C'IAJ .. l\1ARl(ET OPERATJO 

urrcnt I ue 
(~1e\ r Pl • ende1·le1tl1, Cla,·k a11d B elt11 i11 nf t 11d a 11 ce) 

ir Plcnclcrleitl1 said tl1at tl1ere ,, e1c tl1rcc issttc l1c ,,,i ~t1ed lo c1ra,,, to Ottt1 ' ntl 11tioil , .. he 
first concerned tl · • l F d., l Re 1, 1e l)t ~cat1t1011a1)' F S\\'utJ tl1c B 111k l1acl t111derl. kc11 ,, 1tl1 t 1 ·e era 
Bai1k ,. o1 ,e,,, y k " h u 01 follo,,,ing Ll1c ot1t1·itge of 1 t ';\!(Jtc111lJer. Tl1e Btink ,,,.11, - i111

1.
1 e 

nderstood th . E k 
s C l B swap - had I un Orr an er 3 0 day and httd not been rcllc\\ ed. Th B' 

11 

Wap ltad 
' as CX(lCct:11•1 • eu, 11ot been used, bttt il l1t1d bee11 a t1sc ft1l plt:CJUltOtl. 

1hc seco, . 
ld lSSlle relat d I . d ... "tlt \\reek ~ to 

Unrn· c lot 1e Leeds as), e:11lre \\ l11cll llad r110\ c 111 iccc 
anncct 0Pcrat ion , . . . d Lei,, fro111 l leu 1 

o, Cnl1gl1t, ,,·1tl1 securi ty sur,·cillt111ce cxc1c1sc rc1110 -
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Office. Finally, in relation to terrorist fi11anci11g and sanctions, Mr Plender1eitJ1 explained tl,e 

Bank's (li rnited) role as agent for the Treast1ry 111 implement 111g statutory UN sanctio,1s. early 

JOOn,n of uspected terrori t fu11d had been ftozen 1n tl1e UK~ tl1ough all but about $250,000 

had been frozen ,,,ell before ti1e attacks. Tl1e Gover11rnent would be taking new powers as part 

of a ,vider attack on terrorist financing, whicl1 would be carried forward by the Home Office, 

the Police, Cl and tl1e intelligence and enforce111ent agencies. The Bank hoped that it could 

eventually step back from responsibt lity for the 11s1 of specific names, and the best outcome 

,vould be tl1at it \vould be taken on by Lhe police and enforcement agencies. 

EXEC Tl E REPORT 

~1es rs Plenderleitb Clark and Bean i11 attendance) 

Mr Bean said Ll1at Adrjan Pagan J1ad agreed lo undertake tl1e review off orecasting 1n MA A 

report \Vould be n1ade lo ourt in spri11g or early sun1mer 

~IA 'AGEJ\'IE T OF TllE DANK 

Quartetl)' Financial Report 
(Me srs Pleoderleith, Clark Bean and 1Jidgle , i 11 attendance) 

M, Midgley introduced the Fi11ancial Rer>ort cover111g tJ1e second q t1arte1 of t11e Ba11h.' 

financial ye Tl . ar. 1ere were no quest1 011s. 

~1ill-Year • · (1\1 
1 e,,ic,,, of perf orn1a11ce agai11 t object i,, 

esSrs Plenderlcitl1, lark, Bea11 J?ootma11 :111d Iidglc)' i11 atte11dnace} 

Mr 1· 
ootinaii introdL1ced tl1e rcvie\v. In r esp o 11sc ton qL1cs1io11 lro111 Dr Jt1liu abot,t ,,•l1e11 tl, 

last t r;f s a, 1 Sli t\'" ld b 
1 

cy ,vas do11c and ,,,11etl1er 11101 e c1t1,111l i t i1t1, e 1)c rfo 1111, nee 111eJsl11"' ' coti 

denti fi cd M. .. . . of 
' 1 f◄ ootni a11 said tl1e last SLII'\, C} ,va i 11 I 99~ Jl l'OJJO, (1l fo1 tl1c fta Sl 111 a e i,ts 

ne,v su 
n•eys \\•ould 1 1 .... ,t 1,c dl:~cr1bcd 

th , 1e 10JJed, be broL1gl1t 10 CoL11 t. W 1tl1 1 cs11cc.. t lo 111easu1 c111c
1 

, 
e Buctbo k 0 J)rocess. 
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ln response 10 a qt1est1on from Mr Hall abot1l ,vl,ether tl1ere was a forrnal succession planning 

s Mr Footn1an said there \Vas one at Govco level for about 40 people do,vn to HODs and 
proce , 
potential HODs Belo,v that , he and Ma11co oversaw career development for 250 analysts and 

Junior managers. The Go,,emor said ll1at ed o n,ay l1ke lo discuss wl1ether Court would ,vish 

to see the outcon1e of se11ior successio,1 p1aru11ng discuss1011s i11 Govco. Sir David Cooksey 

said NedCo would ha,,e tl1at djscuss1on. 

~1r eill de cribed tl1e technique of Policy Deployn,ent. Tl-1e Governor said the Bank could 

usefully con11)are tl w1tl1 i ts o,vn systen1. 

ln respon e to a quest1011 from Mrs Francis abot1t ,vJ,elher the Bank could give a pre5entation 10 

Court on ,vork tl1e Ba11k \¥as doing on euro preparations, in addition to the changeo\.er plan, the 

Governor said tl1e suggestion could be take11 up wl1en Mr To,vnend reported to Court. 

Mr ClementJ agreed \.Vith a suggestion from 1r David Cooksey tl1at the re,,1e,.., of perfom1ance 

against obJective could be used to provide ot1rt w1tl1 an update 011 tl1e Bank's response to 

Turnbull. 

There being no otl1er business, Cot1rt ,vas up. 

I 



A coURT OF DIRECTORS AT Tl]E BA K 

\VED ESDA Y 21 OVEl\1lBER 2001 

The Rt~Hon ir Edward George, Go,,ernor 
Mr Clementi, Deputy Goven1or - Fina11cial lab1l1ty 
Mr King, Deputy Goven1or - Monetary Policy 

1r Davrd Cookse)', Cha1m1an, ub- om111ittee of Directors 

tr Ba1l1e 
Ms Blo,v 

tr HO\\ard oa,1ies 
tvfrs Francis 

1r Ian Gibso,1 
Danie l1e11a McKecl11ue 

1r Bnan rvtoffat 
Mr Morris 
Mr Neill 
Ms O'Dono,1an 

1r e,11lle i1nms 
Mr tretton 

Absent 

Sir Joh11 Bond 
MrJ Jall 
Dr Julius 
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The Go,,c111 or extended a wam1 welco111e to Dan1c J1e1la Mel ecl1111e 011 l1e1 1elt1n1 to l""otirl 

anu he congr t 1 a u atcd lier on becon1111g a Daine. 

Tl1e M' i11utcs of tl1e oiirt of 17 October. l1t1vi 11g bec11 c1rcult1tctl, ,, ere upp10,·(;<l. 

~10 1~T · t Alt,, , • 
11he ltlll· . I Bl LITV 1..... . 1;: 
ti at1011 l~e ·t le n1onttil}· 1\-rtp poi , logetl1er ,vi tl1 1l1e cco 110 111ic .. 111cl n1011 e t t1r ' di c t1 

(~1e\~rs Pl (' repo1·t to ou •·t 
c11dc1·leith C , l~11·k, II OJ>p and Je11I i11so11 in :1ttc11d:111cc) 

~lr K 
tng co tni11e11ted ti , · . ... ,d , • tl1e 

\\ortu lat s111ce t)1c ler1 or1s l attacks tl1ere J1~1d bee11 a ge11erttl !:i lo,, o,, 
11 111 

eco11orny. I l 
e noted decreases i11 interest r~1tcs 

I 



I d and tlie ECB and said that fiscal pol icy wos playi ng a part through automatic 
Eng an 

tabtl i er or, 1n the case of the U , higl1e1 d1scr t1onary spend1ng. ln Britain, gt owtli was 
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htgher tllan in any other 0 7 econon1y and t1ne11111loy111ent ,vas less than i11 any G7 econoiny for 

the fir 1 tiJne since 1956. He introduced the 1nflauon It eport 1n more detail, noting the main 

risks outlined i11 tJ1e Report. He also described tl1e minutes of the November meeting and the 

vote, released jusl before tl1e Court n1eeti11g. 

Mr Plenderle1th said tl1at. desp1te recent events, the major exchange rates bad been in a settled 

trading range, ,,,itl1 the pound reaso11ably steady, bet, een 105 and 107 on the index. The 

sto,vdo,vn l1ad had a n1ore sL1bstantial effect on 1nterest rates with market rates mo,·ing i 11 step 

and largely anticipating rnoves by tl1e MP . Markel rates had fallen further after the last 

interest rate cut bul had backed up in tl1e last , eek or so, partly becat1se of the data and partly 

because of progress in Afghanistan. Tl1e cxte111 lo" ]11ch 1narkets expected furtl1er cuts\\ as 

uncertain but sl1ort interest rates were expected to rise 11ext year In the equ1ty markets. 

volat1l1 ty ,vas higher, but tl1e markets were taki ng a reasonably opt1m1st1c \ 1e,\ of the prospects 

for next year. 

Mr Aliso pp asked for commer1ts 0 11 the developing co11trast bet, eer1 tl1e buo) ant n1nrkct picture 

and the 1ncreas1ng pessimism found fron1 st1r,1cys 

Mr Bai lie said l1is conversations sL1ggesled that tl11s , as as bnd as 1l ,, ould get. ru1d tl1e 

evidence wa U l h , d O • s la t e s]owdo~rn on ll1e g1·0L111d ,vas 11ot as sl1t11-p as J)red1cte 11c concern 1n 

Northern lrel d · . • an ,vas a qui te dramatic slo\vdo,v11 111 tl1c Repttbl1c. 1r e, 1lle, 1111111c., <;Jtd tl1ot 
the picture . , t 

,vas not very d1 ffere11l in co11sln1ctro11. If Ll1c predicted public e~pe11d1tt1re l1uppen u , 

lhe constru • 
clioi1 industry ,vould be stro11g fo1· tl1c 11e:\t couple of) ear Jt le~ l. E111plo ,,11 111 

\\ us still \'c J l 1 
ry ,,g, and Ll1ere ,vere sti ll sl101·tagcs of lt1bour 11 la11 Gib 011 lid l1c b~l1 , r d t le 

UK coinpor1er1t I 1 6 sector v ottld sufrer u drtt111ntic sl11 l11kt1gc i11 tl1e 11e,l 1-- l 111011tl1 ''' 11 1 

Conlrasted \\'iln b . 1· 0 .... 

M lroyant car sales. 1 l1e 1,1oble111s ,v re\ 1ll1 tl1e sn1t1ll ~11<l m d1u111 sLipp ltl • 

s Blo,v said tl1 ~ 
c t cic liad bee11 profit ,var:11i11gs i111d rcdlt11da11cies i11 tl1e 11~ ector u11d fur onie 
a cgo1ics of . 

people pay l1ad fa lle11 Discretio11t1ry s1Jcnd111g 011 l~I~ ,,,as l1r111h1ng, IJttt 
outsou .• 

rci,ig l1ad h ~Jd .. • ~ t 11g Ll11 t 
ov i.: UJJ. It ,vas 11ccessat y lo tc.lke a µ1 L1dc11t , 1e, 1rs Fi "1ncis, 110 1 

Crull b . 
us1ncss l1ad l "' Id . . . l U , \VU ~ gloo111 fun1 . l e up ,veil for tl1c li fe 111slt1ai1cc 1nclt15try - tl1oug 1 ieic ~ 

lcr out -
asked '''11ether tl1ere \\'ere co11ccms abot1t l1ousel1old i 11debtedncss. 
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heila McKeclmie, giving details of tl,e 011st1mers Association survey, sajd the genei al oan1e 
picture ,vas 111at consun,ers were not panicking But it was a 1nixcd p1cture and difficult to 

rel Mr eill srud that , after a strong October, tl1e first 10 days of Nove1nber were up 1nterp • 

14% )ear-on-year, ru1d ovember in 2000 l1ad been ery good. ar importers were n1ak.ing 

huge profits, but 111ru1ufacturers in I.he UK ,,,ere stilJ gloomy and miserable He agreed with 

ir Ian Gibson 1l1al second and third tier co111ponent 111al ers were likely to gel a shock 

Mr Moms said he sa\\' clear evidence around him that tl11ngs were going to get better and there 

,vere positive elernents to \\'Ork througl1, 111c]ud1 ng tl1e MP 's half percent cut, wb.Jch \Vas 

p1tcl1ed ngl1t. 

,r Dav1d Cooksey said he \Vas concerned that the 1nc1 ease 111 GDP ans1ng from consumer 

expenditure \Vas largely due to tl1e exceJ)l1onaJ car 111arket ar1d to tl,e fact that U1e clothing 

industry was in fu] I sales mode sjx weeks before CJuistmas, ,v1th a huge erosion of margins. 

Profit ,varn1ngs were already coming ot1t. J-Je ,vas 110w hearing evidence of banks closing 1n on 

small comparues tl1at ,vere faltering, using purely f onnula based dcc1s1on making 1r tretton 

sa1d there ,vas no change in tl1e f ourt11 quarter i11 long ten11 savings be11a, iour but he ,,,a~ 

optimistic about ne t year provided nothing else 11appcned. 1r Brian .\1offnt aid Ll1at lt!el 

production fell year-on-year in October, world w1de by 16°/o and in tl1e LI b\1 1 ° o. He noted 

lhe 5ignificance of the 60% year-on-year fa l I 111 U steel 1n1ports 1n tl,e l1gl1t of pol, )' mo, cs to 

protect the industry. He also noted tJ1c d1ffict1l ties of tl1c alt1n1in1um industry,, here ~ubsta11tiul 

capacity was idle. 

Ms O'Dono,,an said tl1at s11e ,~as pessin1isti c too. 111 tl1e U , confide11cc \vJ~ ot a.tl :.111 tin1 lo,\ . 

The supply chain needed credit to oi l tl1e rccovc1y, n11d it \'vas u11a, J1lable al tl1e n1on1 tll . 

Major finns · • f \Vere refusing to bond contra ting co1111Jan1es. l1e al o sa1d tl1at 0110th r rc,,i '' 0 

FRs 
17 

would be worthwlule, noting that the Boots' decision on it pen 10n fund " '•1 driven by 
corporate re1)0 1 • . 1 1ng 1sst1es, wl1icl1 ,vas ll1c \\' ro11g , tlY rot111d f\11 r 1 • 11,g, i11 t l: por1 ~ to 
Mrs r:ra . 

ncis said ti l • l k ti tin· 11 1i1l • la 111co111e gerl1ki11g ,vas less tl1a11 i11 11rc,,iotis C)'Clic:.1 pt.t.1 ·~ .. :,o ,e 1 a 
Pressure o I 11 

lousl:llolds \\'as \'ery n1t1cl1 less. 
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Fl NCIAL T ABILITY ISSUE 

Domestic development and inte~national i sues 
~ le sr Pleoderleit h and Clark 10 atteridaoce) 

Mr CJark noted that in about tl1ree weeks' time t11e next ed1tio11 of tl1e Financial Stab1l1ty 
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Revie,, ,,,ouJd be publ1sl1ed. In r esponse to ir David ooksey, he srud that the Bank 11ad just 

completed 1ts ru1nual sn1all busin ess fina11cing survey. Banks l1ad sl11fted more to credit sconng 

but o1e Ba11h had not detected a squeeze of tl1 type ir David me11tioned 1""1.owever this issue 

might be pursued further. He noted the contingency plaru1ing ,vork done by the Financial 

tability area of Ll1e Bank, HM Treasury and t]1c F A, \vhere tl1e pace \\as accelerating. 1-:Ie 

also noted tl1al tl1c UK , as about lo undertake tl1e F AP assessment at the bel1est of t11e Th1F. 

F1nolly tl1e Bank hod publisl,ed a joint paper on in ternational financja] architecture 1ssues ,vitl1 

the Bank of Canada, v tuch ,,,as a ailable 011 tl1c Bank's ,vebs1le. 

Fl E 

urrent I ue 
~ les r Plenderleitl1 and lark in attendance) 

Mr Plenderleitl1 noted tl1at a s1x monthly re 1e\\ meeting, 1th the Treasury l1ad take11 place 

' "
1ll1 respect lo the Batlk's management of tl,e foreign excl1a11ge rcsen es for tl1e Treasury. 

Good perforn1ancc l1ad been demonstrated for tl1e fi rst l1alf, a11ead of target The Treasury l1ad 
been warned . not to expect the same level of perfon11a11ce 1n tl1e second 11alf, 11ot least becat1se 
the a1nou111 d ur1 er mai1age1nent had reduced quite sharply. Mr Ple11derle1tl1 also noted a TC\ ie,, 

of the risk co lr I r.. . . • • n ° 1rrune,vork. The 111tent1on of tl1e Treasury"' as lo ha,·e its 0,,11 opcrat1011 
compliant \V th th . 

. 
1 e public sector version of Turnbull. A progran1n1e of ,,,ork l1Jd been agreed 

\\: tlh the T1 casury. 

Turning lo ll1e fi 
uture of tl1e Registrar's Dcpartr11(;11t I, Plc11derleill1 saiti the B~111k l1tld bee,, 

co11s1d • ' 
en11g ,vitl1 ti T • 

foe le reasury strategic OJ)tio11s fo1 tl1c registratio11 of g1lt5> l ' l1e d1~ct1ss1011 
ussed o11 l\\ o o . 

rc .. e . l)lioiis a fler 2003, \VJ1e 11 tl1e (i ve-yeor cont, Jct eXJJtred Tt,c first \VUS 

ng1neering, \\' I . ,. ,. 
1n ti ltch I ecogn1sed lJ1at the 1·olc of tl1e Registrar's \Vus not tecl1n1cJlly necessary 

le lnou ~ 
crn \.\'orld Tl • J . t • Tl1 re 

fll1 1J} ' 115 \\Ou]d n1al<e REST cs5c11tially Ll1e recorder of 110 u 1rigs. c 
a lt then 

need to be \\ k d . . . b RI· 1 or tl1~ or one pay1ng dt " 1dt!11ds a11d reden1pt10 11 n1011ey. ) 
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Bank or by a con1n1erc1al bank. TJ1e role of tl1e Registrar of gilts would cease to exist, and thJs 

,,as the Bank's probable preference. Tl1e second optio11 \¥as for tl1e Treasury to put the 

bu ,ne s out to te11der afier tl1e expiry of tl1e Bart.k's contract Tl1e Bank would not en\ isage 

bidding for the contract because the sl1ri11lc1ng registration business did nol look sensible as a 

continuing operatio11 . It l1ad been agreed \Vit11 the T1·easury tl1at L11e fust option would be 

explored, but only a year would be spent on it. Tl,ere were issues lo do with legislat1on and the 

extent of CRE T' \\ ill ingt1ess to co-operate ,vhicl111ad to be resolved. If at the end of this time 

it ,vas decided 1t \Vas feasible, it would be i111plemented, wluch would take another couple of 

years. The Brulk would re111ain Registrar for tl1at period, but 011 the bas1s of full cost reco ery 

not the target currently set. That ,vo11ld take the \\/Ork through to tl1e Autumn of 2004 or the 

pnng of 2005. lf witl1in a year it \vas judged that the first option \\·as not feasible, the Bank 

,vould recommend to tl1e Treasury that tt go out lo te11der, which could take 12-18 months until 

a ne,v fim1 took up tl1e business. l f necessary, the Bank ,vould extend its operations 

temporarily 011 a full cost recovery basis. Either ,vay the operations of the Registrar 10 their 

present fonn 1n Gloucester were likely to cease 111 the next 2 to J years The staff in Gloucester 

had been infonned. Tl1ere , as some disappo1ntmenl 011 tl1c1r part tl1at it l1ad not pro,,ed 

poss1ble to expand the business and take on new registration busi11ess, but they rccogrused that 

ll1at ,vas not somethi11g for ll1e public sector to do. The main se11timent , a relief in kno,, ing 

,vhere they stood. T11ey had jobs for 1J1e ne .. t two to tl11·ec years 

EXECUTIVE REPORT 
(~1e sr Plenderlcitl1 and Clar·I in att e11daoce) 

The Go 
vernor noted tl1at Professor l1a1·les oodl1arl l1ad bee11 ap1Joi11t~d a purl ti111e d\ l er to 

the Gov 
ernors on F i11a11cial Stability bcgi1111i11g i11 Ja11t1n1)', 1eJ)laci11g Dick Bre~1lc , \\'110 lefi tll 

Plcv1ous Februa1)'. 

t\1r CI . 
cmcnt t said ti l fi \ lat l ic Bank pro1loscd starti 11g , series of strt1ctured t!1ff '"' ttr,, )'S. Tl1e 1r~t 

\outd bed • 
one bcf ore l • • d Id be 

I 
1r 1st111as, a11d ti,~ 1est1lts \\.'Ottld be a,1t1ilable i ll tl1e pr111g, "1n \\'OU 

s turcct \V1 th r, 
\. ourt . 
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t,ilN 

EUROPE . 
Plenderleitl1 Clark and To,vnend 10 at1e11dance) 

~,tessrs ' 
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Mr To,vnend reported to Court on matters to be addressed i11 the December issue of Practical 

J and the broader ,vork of CUE. 1 le noted U1 at, by the Spring, much of the practical work 
ssues 

to prepare for possible e11try was ljkely to be completed and the first wave changeover would be 

o,er The Bruik ,vould l1ave learnt ,vl1atever lessons it could for the UK, and hopefully publ1sh 

these in the next but one Practical 1ssues, in late May. Tl1e planning work across the City under 

Lhe City Euro Group would have been taken as far as it cot1ld be, and th.is applied to planning 

,vithin the Bank as well , and aJso to the Bru1k's co1Jtribt1tion to the Treasury's national planning 

• exercise. 

What happened after tl1at , ouJd depend very 1Tiuch on ll1e Government and the possible 

timetable for UK entry, t]1ougb mru1y tl1ougl1t it unlil<.ely that 01e assessment \\ould take place 

until Spring 2003. In the light of the w1certainties, Mr Townend said that 1t ,vas increasingly 

hard to keep his s1nall tea111 togetl1er. He con1JTiented that in that respect, the Bank \\ as in no 

different a position to tl1e EMU planrung tean1s and tJ1e co11unercial banks and el e,\·here 

In response to a question from Mrs Francis about an art1c le by Lord Sin1on in tl1e Financial 

Times, Mr Townen.d said that the Bank l1ad been concerned lo establis]1 arrnnge1nents by , luch 

UK banks could be in a position to give euros to tl1eir custo111ers, and in epten1ber tl1e 

European C t I B . • en ra a..t1k l1ad agreed a se11s1b]e front load111g strategy for "ot1l" countnes. I t 

applied 011ly to d • • • • ere it 1nst1lul1ons ru1d not, for exainple, to Tro,,elex. He noted tl1e Bunk's 
contribution t t • • 0 ra1n111g trainers in comn1erciol banl<s, so tl1at tl1ey , ere fully 1nfon11ed about tl1 
security feat ures on euro 11otes, a11d l1e also 11oted tl1e BBA ai1d AP leoflets for t11e ,,,ider 
public. l-le did . 
. 110t believe tl1at Ll1e Ul< posi tio11 as an "ottl" l1nd affected tl1e dt "' u s 10 11s 0 11 

single market 1 . 
. SSues. Da111e S11e1 lo McKecl1nie 11oted tl1e in1portnncc of n11Jly 1ng con tir11er 

issues ,vith res c . 
U P ct lo tl1c 111trodt1ct1011 of 11otcs and co111s, a11d Mr To,, 11e11d agreed, but sJid 
lcre \Vas a 1 • • 11111l lo ,v11~1t tl1e Bank could do Its respo11~ib1l1l\, \\rUS for tl1c li11ancit1l sector· It 

'''oula b • J 
e dra,v1ng le r. • 1 ~ ti e \Vh ssor,s ior t11at sector. Tl1e Trenst1ry ,vns do111g a s11111l t1r cxe1 c1se across 1 

ole eco 
non,y a11d 1 ... · • It ou Id be 1 ' le was sure 1t ,, as a,va1 c of the i111portance of co11sun1er issues '" 

0ok1ng , 
abo \!ery carefully at 110,v tl1c co11sun1cr receJ\ ed tl1e euro and ,vot1ld be dJ'tl\\'ing le~soi,s 

ut lhe k' ' 
•nd of 111fo • • d urs ... n11atio11 crunpa1gy1 tl1at tl1e UK ,vould l1ave to e11g a g c 0 11 111 uc co c 
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r:c CAA I 364 do c 

~tlN i;..;, 

h )a McKec11111e 11oted t11at t11e Cor1sun1er's Associatio11 was on tl1e Treasury 
oan1c et 

Con1n1inee concerned. 

~lA AGEi\lE T OF THE BANK 
Prinfing \Vorks - future Crategy . 
~1essr Plenderleitlt, Clark and Tl101np on 10 attendance) 
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Mr CJement1 outlined options A and B in Lhe paper on Printing Works. His conclusion was that 

the Bank sl1ould prepare a practical proposal based on option B 

Mr Bailje said he totally supported ll1c proposal , ,vluch was nght for tl1e Bank. The pnnting of 

notes ,vas very mucl1 a manufacturing process, and if the Bank retained it, it ,vould in\-ol, e a 

large capital expenditt1rc programme. The princjp]e reason for supporting option B was that it 

,vas in the interests of Printing Works staff. TJ1ere would con1e a stage w11cre without change, 

it ,vould be difficult if 11ot in,possible, to tal(c out fixed costs. The proposal \\1ould give 

Pnnting Works staff a bngl1t future. TJ1e outlook ,vould be extremely pos1li\'e if the restnctions 

ofbe1ng part of a ce11tral bank were ren10 ed 

Mr Neill said there \Vas a strong case for option B, subject to satisfactory s~tcgt1ards It creatLd 

the b'J· possi 1 tty of more innovation, and gro,vth of opportu11it1es for tl1e staff. ln response to a 

quest100 from Mr eill, Mr Clementi said tl1e assets belonged to tl1e Bank a11d so t11e proceed 
\Vould go t th B k . . 0 e a11 . Mr Morns said tl1ot t1 l tl1e last discussion of tl1e Pr111t111g \\'orks strateg)' 

one of tl,e b1g conce • • • • I d i" n1s ,vas a co11t1nu111g decline 1n morale. In ge11eral t 1c J)Jf)Cr argue or a 
more deta1 led t d f · s u Y o option B wl11cl1 , as to be \Velcomed . 

Sir Nc,,i lle s· . 1111ms said l1e welco1ned an 111,1cst1gation to sec i r tl1c Ba11k co,1ld get tl1e . 01 t of 
deal i I rcqu1red I J .. . . . . 

• c advised tl1e Bank 11ot to over specify ,, 11c11 deal111g ,, 1tl1 po .. 1ble 
contractors • f . 

. 
1 11 ,vantcd to get tl1e maxi111t1111 nexibility i.111d i111>t1t of11e,\ tl1ot1gl1t~ f1on1 tl1e 

Pt ivatc sect S. 
0 I 

or. lr 1311 Gil1son said lie SU flpotled tl1e p101)os:1l, .. 111ll it ,va a goo(I pt1per. Ba Cll 
ll llS \ • 

cxpene11ce all ti ~ • . 0 /:a. 

qu ' le tSsltcs raised ,,,ert= soluble J t ,vt1s 1111po1 Lunt to gel to tl1~ 11c;xt ...,Lage '1 

1ok1)' as . 
Possible J t ,,,a . I • · I 

con . • s a so 1n1port,1111 tl1 t1t people at tl1c Pr111t1ng \\,01 ·s ,verc 
1n1un1c 

atcd ''' i tl1 \\' 11 d D sa,d l c , Otld taken alo11g tl1c route tl1e Bu11k ,vns goi11g 1r Ilo,var a, It.\ 
le sup 

Ported OJJtio B . . . • • l ' ~ 
going lo . 11 , as 1nucl1 as a11ytl1111g because l1c did 11ot bcl ,e,'c tl1e t1 1111 ng '' s 

tmpro,1e N 
• ltn1bers liad not f c1llc11 as sl1arply as s0111e l1ad forcl-4.tst, IJltl 11 ,,·us kno,,r,, 
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h 
,,ould not rise, and there \VUS also significant over caJJacity in Europe. In 5 years time 

t11at t ey \:y 

the Bank migllt ,vell be in a less good pos1t1on to do a reasonable deaJ. Tl1e aJten1at1ve was 

. 
1 

t be a contjnued truggle \.Vith a subscale business. 1r David ooksey said he 
like y o 

r1ed option B and agreed with \Vl1at 1r Howard had said on the timing. He noted one 
suppo 
issue t)iat ,vas not in t)1e paper, wJ1icl1 \Vas tl1e cost witl1in ll1e Ba111< of plac111g and monitoring 

contract over tm1e, and tl1at ought to be taken i11to account. Ms Blow said s}1e agreed with tl1e 

proposal. J1e said it \\as important lo find people the Bank bel1eved 1t could \\-Ork \\'itb O\ er 

the five to seven year period of tl1e contracts. Mrs Fra11c1s said opt1on B \\'as the right one. She 

as~ed ,vl1ether a clear statc111cnt would be 1nade at the outset tl1at at the end of the contract it 

,vas conceivable t11at tl1e \Vork n1igl1l not conti11ue at Debde11 Mr C]ementi said this \Vas a 

good po1nt The anS\ver to v l1etl1er option B becaine option \Vould rest \\'ilh Court al the 

time. Court could not j udge no,v v hat ourt \VOuld decide \Vould be the right thing to do in 

five to seven years time. The Governor noted that 011e of the points ident1 fied l1ad been the 

need for a long tei1n relationship witl1 tl1e supplier. Tl1e Bank envisaged a fi\ e to se\ en year 

contract but at some po111t before the end of tl1at ... the Bank \\ OU]d be 1n a pos1t1on ofba,1ng to 

think about another long-term contract. TJ1e ovemor proposed t11at the Bank should put in 

hand the \York required tinder option B, a11d \Vould bring tl1e results back to otirt. 

Court ,vas CO TE T. 

The Bank' frateg)1 a11d Objective 2002/03 
{~les r Pie d I - 1 n er e1t 1 Clark, Footrna11, Midgle a11d Jc11I i11 on in atte11dance) 

Mr Clementi 1nt d d ro ure tl1e paper, and 11oted tl1at i t \VOL1ld be c,1scaded do, 11 to taff i11 

abndged f om1 M M . . . 
• r orris said l1c )1opcd to see a very stro11g focus 011 re r t11t111c11t pol1c1e ', a11d 

noted tl1e itnport 
aiice of l1av1ng tl1e Ba111< as a b1i dge bet, c e 11 tl1e 1t a11d ll1c l .1011do11 

Borougl1s l l . 
• e ,vou)d like tl1e Perso1111el Dcparl1ne11t to look at recrui t111g lo 11 ti re thut tl1e 

Ba11k ,,,a 
S \'Cry 111 llC }1 • • Bun 111orc t t;J)J ese11tal1 \c of t11c Ul( 111 gc11dcr tt11d etl1111 co1111Jo 1t1on. Tlt 

k should nlso look . 
qurst lo COlll 1 nuc lo l l l t lXi 111i e llS 0\\

1
1 1 cx tc111ul fl1 0 1110tio11. 111 res p o 11 e L O 0 

ton f1or11 Ms 0 '0 
111 its 0 110 vun, Mr C;lc111c11ti said that objective 4 \\i,1S c111 t1tten1pt lo ~et tl1e Brutk 

international co . . . , 
coulu b ntext. Tl1e Go e1 11or s~t1d tl1c 8J11k cot1ld refl ect 011 \Vl1ctl1er tl11s 1 uc 

e 1ncludedn1orc . ' fi . . 
Pleased spcci ically 111 t]1c obJ ec.. lt\'es for tl1e co111111g year. l'vlr e1ll st1id lie ,v::is 

lo see that tl1e ll1r 
ee core purposes \\'ere tmcJ1a11ged. Sir ev1lle Si 111111s atd tl1at 



l ntion \,fas not a gan1e the Bank could w1n cotnJJ1etely, and neitl1er should it try, 
graduate re e 

G Or conm1ented that tl1e Bank's co11ce111 was that 1t sl1ould retain the best people 
The ovem 

Mrs Franci sa1d that she tl1ougl1t tl1e Card iff meeting ,vas excellent. But she \\-as struck, in 

161 

I
,,; g to JocaJ busines people, by hO\V l1tt le tl1ey understood about external members of the 

ta J\Jn 
~1pc, let alone about Court. The objecti e of building publ1c understanding could include 

building understanding of the extent to \Vl11ch there was outside input lo tl1e Bank's work. 

Quite sensible business people had lit1le understanding of the structure of the Bank's dec1s1on 

,nak.n1g. The Governor agreed, i11 response to a question fT01n Ms Blow, that the objecti, es 

,vcre cascaded do,vn 01e Brull< so 1ndjviduals understood w}1at their parts were in the whole. 

1r Ian Gibson said he \Vas 1 mpressed ,vi tl1 the document As one of the most respected 

inst1tul1ons in tl1e nation, explaining rnore about itself could only help the nation. The 

Governor said a Jina l versio11 would be brougl1l back to ourl, \.Vhich ,vould take account of the 

comtnents made. 

Court ,vas CO TE T 

In the absence of tl G • • 1e ovemors and the E ecut1 e Directors, Mr e111 reported to ourt on t1,e 

results of the meet1ng that rnon1ing of tl,e Ren1unerat io11 on11n1ttee ot1rt ,, as content \\'llll 
the ne\v salar· ies proposed by the Re111t111eration on1111ittcc r or M1· Plendcrleitl1. f\.11 Bean, 
MrC'Jark MrT , o,vnend, Ms Barker, Dr Wadl1, ani, Professo1 ickell , lt 11 opp, \Ir K111g 

Mr lement1 S p . 
, 1r eler Petne, Mr Glover and Professor Goodl1ru1. 

€our1 \\'as up. 
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Present : 

The Rt.Hon ir Ed,vard George, G~ve111~r .. 
t• Deputy Governor - Fmanc1aJ Stab1]1 ty Mr Clemen 11 • 

Mr King, Deputy Governor - Monetary Policy f n· l 
rr David Cooksey, Cl1ainnan, Sub-Conun1ttee o irec ors 

Nlr Brulle 
Ms Blo,v 

,r Ho,vard Davies 
Mrs Franc1s 
Sir Jan Gibson 
Mr Hall 
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Dame She1la McKechn.ie 
Sir Brian Moffat 
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Ms O'Donovan 
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Absent: 

Sir John Bond 
Mr Morris 

lheM111utes ftl 0 le curt of 21 November, l1aving bec11 circulated. \\'ere Jppro,,ed. 
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The cco11 • 
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on11c and n1oneta d. . . I . . . 
togetltcr ,,itli ti 'r)' • Clt 1011, 111c ud111 g 111tc1·11at10 11n l onon1ic de,•elopn1c11t ~, 
(~le~s t" I>) 

1 
•c " 1011 tlil ' 1\1PC Rc1lo1·f to o t11·t 

-J e11c erl ·t1 . 
uttc11dai,ce) 1 1, laa·I , B111le)', ;\II OJ>p, ;I B s11·l~c 1· ,,11d J>1·ot·c~ 01· 'icl·cll i11 

In ii1trod 
llc111g l1is ll 'l) ~ • . 

look h · t 
I e, 011 111 ter11ut1011al de, clo1Jr11e11ls Mr Bt1ilc1 said tl1al i t \\1t1s 11~ essury to 

l ioug}1 tl1e fo of . . . 
lhat tl , g tile u1for111nt1011 coveri11g tl1e (Jerio,l since I l eptc111lJer. l·l1.:: e111ph 1s1 ed 

le C\'1d 
ence over ie 

Prcviou I cent 1nontl1s had revcJled tl1 t1l tl1e \\101·ld e c.ono nl\' ,, ·n \VCnker tl1"1n 
s )· tl1ou gl1t . ., 

prior to Septen1ber 11 th 1--Ie also stressed tl1e exte11t of sy11c l1ro11i ~1Lio11 of 



I Vdo,vn across the world' s major econon,jes. In ter1ns of t11e outlook, there were 
tl1e s o\ 
particular uncertainties about tl1e i1npact 011 confidence of Septen1ber l 1 °', oil prices and the 

influence of the policy response to date, as well as the pLtzzling recentt slrenglh of financial 

markets. 

In revie,ving the latest data and issues relating to the domestjc economy and markets, 
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Mr Pletiderleit]J said tl1e imbalances across different areas of t]1e economy continued to be a 

dominant then1e. Ho,vever, overall , a majority on t11e MP 11ad concluded that the aggregate 

piclure had not matenally c)Janged since the Novembe1 MP meet.mg. The offic1al interest rate 

had been held al 4o/o at the Dece1nber meeting. In relation to fmanc1al markets, he noted the 

stability of sterling. Tl1e main developme11t had been the "veakenit1g of the yen Vv bJch ~·as in 

degree being counte11anced to help stitnu late Japanese rcco ery. He also dre\\ attention to the 

steepening of tlJe forward short-'l enn interest rate curve by some 40 basis potnts over the past 

monU1 reflecting a ri se i11 bond 1narket yields in aJl n1ajor countries. I-le thougl1t the n1arket had 

a bullish view of prospects ahead. Alternatively, year-end effects migl1t ha\ e been dnving the 

movements. OveralJ , l1e said consumer spending ren1a111ed strong, go, ernn1enl expenditure 

\.Vas supporting demand, investment was weakening ru1d output gro"'vtl1 \\ as slo,, 1ng. 1l1e 

labour market showed signs of weal<ening wl1ich might, in tun1, in1pact 011 sp ndmg. Inflation 

remained restrained. 

Mr Allsopp said Mr Bailey's assessn,ent rei i1forced ll1e qttestions abo11t finJ.J1c101 n1arket 

expectations of recovery. He asl<ed if Directors had ru,y i11s1g11ts about tl11s goi11g for, ard. 

Mr Bailie said the Bank's Nort11er11 l re land Agency rcpo,~t st1ggcsted a relati\ el re 1 lient 
• p1ctu • 

re in Nortl1en1 Ireland. Based on l1is info11nalion, tl1e s1ltlat1011 did t1ppc,1r ftl1rl)' t1pbcat. 
He St1ggcst d h . e l ere 1nay be a dist1nctio11 bct,veen tl11s opti111is111 and actual acl1 1ty, particulruly 
invcs1rne11t Th . . . 

• ere \Vas ltl<e]y to be a boost lo spcnd111g fro111 tl1e Rep11bl1c of 11 elru1<l s 
Participation • . . 111 tl1c lau 11cl1 of t)1e el1ro asl1 s1Jendi11g ,1l1cud of tl1e lat111cl1 ,,,~1s p1ll111g o,,er 
into the north I 

le ,ldded tl1al n1a11y 1 et..i1I outlets ,vc1 e plw111i11g to ru11 dt1~1l prt<. 111g as tl1ey l1.1<l 
do11c ,._, 1 tl t}j 1 

e 111s11 PLtnt. l11for111at10 11 about tel eV1s1011 od\ erli'>111g re1ve11ues ,vas JJ5o 
c11coura • 

ging, Expe l • • I b ~ s D c at1011s l1ad been for a decline of alJot1t I 1°10 t111s year 011 on ~U1nUtl J:st , 
cccrnber 

\Vas ex1)ected to be le el \\'ill1 tl1e JJrc, 1ous year. Tourist visitor 11un1l,ers ,,,ere 
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d to grow by 15-20% next year. l ~h1s supJlOrted tl1e view that U1e present position \Vas 
expecte 

likely to be tl1e 10 , 1v po1nl. 

Dan
1
e heila McKecJm1e said retool sales in cotland were son1e 8o/o higher than a year earlier 

in November according to RBS/Scottisl1 Retaj} Consort1u1n data, again suggest111g a rcs1I1ent 

po ition. Mr Hall asked at what stage ll1e inflation target nlig]1t be revisited if 1nflat1on 

continued to decline. T11e Go emor said 1t was not really a question of re\.1sit1ng the target~ if 

inflation fell belo\v 1 5o/o, he, ould have to \: rite the C'hance)lor a letter as provided in the 

Bank of England Act. The ovember J1iflc1tron Repo,·t projections <lid not envisage a quick 

return to t11e target rate 

Dr Julius referred to the situation 10 the chc111icals sector. l1e said it appeared as ,veak as 1t had 

ever been w1U1 no sign of reaching a low poi11t. The extent to which the global slo,vdo\vn \Vas 

syncl1ron1sed was the driving fac tor. I1e added tl1at, in contrast, there were no signs of a 

slo\vdo\vn based 011 lending to small and n1ed1um-sized firr11s, dra\\'11 from her in\ol, ement 

\Vith the banking sector. Rising bad debts \Vere 11ot yet an issue. In response to 11r Allsopp' 

question, Dr Julius said the buoyancy of co11st1mer spend111g and financial 111ru·kcts nuJl1t 

suggest ll1e init1al links in the transn11ss1on n1ecl1anisn1 \: ~ere quite strong. It ,, as unclear hO\\ 

Slrong the next stages wou Id be alongside tl1e offsetting ,veakness of industnal output. 

The Governor said he \Vas perplexed by tl1e strcngl11 of co11st1111pl1011 alo11gs1dc ,,,cak.er output 

that \vas not I . . exp amed by lugl1er 1mports. D0111estic prodt1ction appeared to l)c dri en by 
• 

intemat1011aJ cond1t1ons. 

Sir Ian Gibs . 011 said lie \Vas surprised by tl1c Barlk's West 11dla11ds Age11C)' 1e;:1>ort. tn e th 
previous ot1rt . 

meet1ng l1e l1ad const1lted ,v1tl1 a nt1n1be1 of at1to111ot1, -111d a1:ro pace 
compa11ies M . . 
. any we,e ar1t1c1pat111g o difficult tl1ree years t1l1ead. Tl1ere, u r, tu k of 
lll\'cst1ne11t j 11 r d . 
Ji P O tict ai,d J)roccss de,1elo1J111e11l t\S fi1111s 11ttc111ptcd to c11l1u11 ct111e11t 111,1rg1ns. 

C added lltat us 
atito sales \J ere bei11g dri,,e11 by a 11ccd to <..lca1 stocl,s ~111ll l<1 keep pla11ts 

act1,•e al1ead of clo 
sure 11cgot1 at1011s enrly ll1e follo,,'i11g y~ar. 

Mr Nc11J said that t b 
n1, k O e co11fused at J)J es .,11t ,vt1s lo be ,,1el I infor111ed reg,1rJ111g tl1e auto111oti,'1J 

ur et T 
• l1c recent , 1 I st• cngth of sales ,, as also c\i 1di..;nl ir1 tl1e fir~t te11 days of Dcce111bc, , anu l lC 
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l l
ion was of continued strength going forward . This raised concerns about sustainab1l1ty 

expec a 
and \vhet1

1
er den1and would sudden]y 'drop of a cliff . Ne\v models had been driving output 

higher but. at u1e same time, compat1jes \Vere predicting large losses. Mr Neill asked if 

,veekend press reports about denation were realistic 

Sir Nevi]le Si1nn1s said the positive 1mpact on the U economy from low energy pnces was 

likely to continue. Prices were unlikely to fin11 give11 a number of internal industry issues 

tnclud1ng E11ron. Refening to the West Midlands, l1e said the situation was gloom1er in many 

sectors. But construction output tlJJS year was close to tl1e expectations of a year ago around 

2-2.5% growth - and the forecast for next year\ as around 1. 7o/o. Coniidence \vas not 

\Yeakeni11g thougl1 the fo recast depended on a 7% rise 1n public sector sponsored wor~ and 

some developers and l1ousebujlders were pausing and being cautious at present. 

Mr Slrelton said there were a ,,anety of views about fmanc1al markets. He observed tl1at tl1e 

more optimistic analysts tended to be t}1e ''chart1sts'' - basing their vie,vs on compansons \Vlth 

pre,,1ous recessions. ir David Cooksey said tl1at, across a portfolio of investments 1n smaller 

con1panies, the industrial and commercial sector was expenencing a slO\\ do'1 n in 11e,v 

contracts, though enquiries remained evident. ash was becoming ugbt resulting i11 demands 

for ,vorking capita] . He thought that once manufacturers had some confidence tl1at tl1e 

slo,vdown \\'Ould not be deeper, orders would con1e on stream qt1ickly 

Ms O' Donovan referred to tl1e extent to wl1icl1 lecJ111ology sectors ]1ad driven opt11111sn1. Tl1c 

lack of confidence at present might reflect the limited visib1 lily of the lC'T sector ,vl11cl1 does 
not have 110 I nna contract and order cycles. Tl1ere was, tl1e1 efore, l1ttle clarity about 1t5 future 
directio11 f1 11 · . ' ue ing u11certa1nty else,vhere. 

Mr King responded to Mr Nei ll 's question about deflallon, suggesting it did not 111.ike en e lo 
look only at th 

11 
e goods sector Tl1e isst1e was linked to tl1c ,vider in1balances in tl1e cco11on1v 

le question w 1 
1 

as 1o,v ll1ese 1n1g l1t u11wi11d c111d wl1ell1er tl1e process \VOt1ld be steady, a5 tl1ey 
180 buil t up, or abrupt. 
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l\lPC PROCEDURES 

es "or the MPC including IT and Personnel in Monetary Analy is Resourc 1' 

(J\1essr Plenderleitb Cla1·k, Jenkinson, All OPll, Ms Barker and Profe sor ickelJ in 

attendance) 

In introducing J1is paper, Mr Jenkinso'l1 said tl1at t11ere l1ad been l1tt]e change to ll1e structure of 

the support provided to 01e l\,fP . A new Division l1ad bee11 es tab1is11ed to better manage the 

Inflation Report process and other publ1cations There l1ad been a substantial expansion of 

resources overall in recent years, though some slippage in research proJects continued to refl ect 

slaIT availab1l1ly. The Monetary Analysts area was no,v in a consolidation pl1ase, in \Vl1icl1 the 

ernphas1s \Yould be on retention and bu1)di11g exper1e11ce levels, and managing new recruits 

,vilJlin the ex1st1ng structttres. 

Mr Bailie com111e11ted on l1ow costs related to RD i11come and asked 1f thjs \vas a consu-runt to 

recruiting more econo111ists. Mr Clementi said tl1e constraint ,vas the ava1lab11 it~ of good 

econon11sts not lhe a1location of CRD incon1e to 1ndiv1dual areas Ms B 10\\ said it,, ould be 

useful lo establ1sh tJ,e reaso11s from the 1mproven1ent 1n staff retent1on. 1r Je11kinson said the 

forthcoming staff survey would provide son1e 111forn1al1on H1s o,vn, 1e \\' ,, as tl1al staITl1od 

become more fam1l1ar w1 tl1, hat work they could e pect to u11dertake and l1cnce t11ere ,,ra a 

better match. Cl1angcs in U1e pay struclt11 e 1111gl1t also l1a,,e in1pro\ ed retention as m1ght l1a\'c 

llle new 'senior econo1n1sl' grade. But overal I lie said l1e did not place great ,, e1gl1l on cl1ange~ 

in tl1e retenlion data at th is stage. 

Mrs Francts commented o n tl1e lower 11u111bers of econor111s ts ct111Jlo1ed 1n ccntrnl bunk: 111 

France ai,d G . ern1any con1pared ,v1tl1 tl1e Bru1k. l1e said tl11s , as st:J1k.111g a11d o l ed if tl1nl 

reflected tl,e E B's expansion. Mr Jer1kinson sn1d lie ,vot1ld need to cl1ecl-. dnt .. o,,er tin1e 1"'11e 

Governor 11ot d tl 'd e 1c w, er contrast in ten11s of tl1c 11t1111bc 1 or eco110 1111 t tls ,1 l) fO\)Ortio11 of total 
central ba11k staff. 

M 1 l I a 11 said . . . 
pay \Vas 11o t lyp1cally tl1e 111u111 n1011,,atio11:,1 f~1c.,lot J(..ros~ c o111p,1111e 

anct r. 

• 
t.Cllf tty 

JUlfiln1e11t w n · 
D ere.: 0 c 11 tl1e lop J)r1orities. r le ~\sked ,,,11at \\'as being done to 1;11l1nnce 
Ulfiln1cnt of tJ1 . . 

e wo, k und \\ l1eU1er Ll1e Barth: 11,1d co11s ide1 ed lock-in contract arrJ.11g er11erlts to 
1111p, 

ave retl!ntio M . . 
. 11• r Je11k11Json said cconon11sts v1e\ved tl1e i11vol, e111e11l 111, on<l 111,prl t 0 11, 

Policy as a . . 
Sltong n,oti,'ational tool. J11 ten11s of exist111g lt1f1~ responsibilil}' for uiidertakirig 
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d ing notes was being pusl1ed do,v11 to ai1alysts. There were good forums to 
,\•ork and pro uc 

d tr n o trairuno environn1ent. Mr Jenkinson acknowledged that the monthly 
djscuss ,vork an as o o I:> 

d the quarterly forecast and Inflation Report roU11d did involve so1ne 
MPC process an 

. H d the Bank rud not employ innovative practices to 1
7 etain staff through 

repet1uon. e sa1 

t ] nclitl. ons The new 'se11ior economist' grade to enable progression without contrac ua co • 
· manager was an important step. Mr King said tJ1e number of econom1sts had becoming a 

expanded, leading to an overall reduction 1n expenence levels But there had also been 

expansion ill other areas of the Bank an tnternal factor 1nfl11encing retention 1n Monetary 

Analysis. Economists had sought progression t11rough jntemal pron1otion. Over t1me these 

internal flows ,vould benefit Monetary Analysis as well. 

Dr Julius said she did 11ol draw mucl1 comfort from ilie figures as the external environment had 

been less favourable over 01e past year. As tJ1e research to overl1aul tl1e Ba11k 's model ,vould be 

rendy by summer 2002, sl1e asked if tt1e Pagan revje,v would Jook at the model in th1s light or 

the existing posit1on. Mr Jenkinson srud the timing of the review was useful as 1t presented 

Adnan Pagan ,vith an opportunity to consider the research and off er input into the modified 

mode] prior to tl1c work be111g completed. He agreed tl1e eco11on1ic cycle ,vas a relevant factor 

behind improved retention rates but also noted the improven1e11t in 2000 wl1en e ~temal 

coorlitions had been buoyant. Dr Julius asked if it ,vas felt that staff in the External MPC Unit 

had good opporturuties for progression and to re-e11ter Monetary Analysis or otl1er areas of 

bank Mr Jenkin 'd h Mr so,1 sa1 t at Footman was aware of this jssue. Tl1e ne\\ post 1n Persoru1el 
Division am1 d l .d. . 

' e a prov1 1ng career advice, was being utilised by staff m tJ1e E te111al MP 
Unit. 

Sir Neville S1 
mms said l1e f ou11d tl1e paper satisfactory a11d asked 1 f MP 111en1be1s recogn1 ed 

the 011dings and co . 
Ii 11clusions. Professor Nickell said l1e did recognise tl1e s1 t11t1t1011 ~s descnbcd. 

e noted tl1e low nu b 
b m er of UK econo1n1sts available for recr\.1it111e11t but said tl1e Bank 
l!nefited fron1 its o 

h per, approacl1 to 1111111g 11011-UI( eco11on1ists. Tl1e 1sst1e of 111ov1ng f10111 tl1e 
Xterna1 MP U 

nit 11ud 1101 bee11 tested to date 
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. blic support for price stability 
Building pu 

bl' Relations Policy " • I IJ • 
Pu ac 1 'ti Clark Rodgers, Allsopp, Ms Ba,·ker and Pro1essor 1c {e 10 
(1\1essrs Pleader ea i , ' 

attendance) 

• ti t vo papers Mr Rodgers said U1at a very posi tive aspect of public relations in 
In introducing 1e ' ' 

an.k tl t the Outside world believed wl1at ,ve say. This had been bmlt up over 1nany the B ,vas 1a 

years and ,vas an extren1ely valuable asset. He said the in1portance of safeguarding this 

reputatton was reflected in the papers. A second important characteristic ,vas the absence of a 

SJngle corporate line on policy decisions agreed and e11forced from the centre AJthougb MPC 

men1bers agreed on many aspects of policy, since 1997 the Bank bad ]1ad to have a syste1n in 

place to faci litate free expression of indjvidua] ,,ie,vs. He added that in promoting tl1e Bank 

and tl1e MPC, n1ed1a coverage was important, but l11ere was a ljmit to ,vhat 11 could ach1e e. So 

U1e Bruuc l1ad been seeking other ways to reacl1 tl,e ge11eral public, inc]udrng the regional visits 

programn1e and tl1e scl1ools competition. Finally, the public relations budget nun1bers in the 

paper l1ad been extracted from the Secretary,s Department budget so that they could be seen in 

functional terms, but they did not yet match the categories Members saw reported to fRP 

Mrs Francis said 1t ,vas ngbt not to have an aggressive public relations policy l1e said the 

papers focussed on processes rather than messages, and asked \V]1at were the specific tl1en1es 

and messages the Bank was trying to deliver in relation to Financial Stability, for example? 

Mr Rodgers explained tJ1at U1e nature of tl1e n1essages dcpe11ded on t11e exten1al en\·1ronn1e11t 
and changed co t. J In . . 11 tnuous y. rela1Jon to 1nonetary policy tl1ere were rout1ne n1essages about 

low inflat1011 and stability. In the early period of the MJl , effort l1ad focussed 011 tl1e 11ecd to 
stress that monetary 1· 1 d . 

po icy 1a to be set nat1011ally rntl1er tl1a11 regio11ally or seclorally 
Mrs Franc1s s • d d f.ii 

ai I erent messages st1ited differe11t audiences. Mr Rodgers agreed and 
mentioned th 

e extent to wl1icb tl1e MP regional visits J)rogramn1e ,vas targeted 011 reg1onal 
n1cdia i11cl d. 

, u lng drive-time rad 10. Tl1e 1nessages \Vere ofie11 \'Cf)' stra1gl1tf 01,vurd f 01 tl1e5e 
aud1e11ces 

MrH 11 
a said he ,vas l1a 1 .· . . . 

und PPY wit 1 tl1e p11nc1ples a11d d1rect1011 of tl1e ,,orl( Ile asked 1f tl1e Ba11k 
enook 

an analysis of the , . . . . . 
space. Mr co, erage it received 1n tem1s of tl1e cost of equ1vaJcnt advert1s111g 

Rodgers snid th· 
and • 15 was 11ot tl1e Bank's a1Jproacl1 but tl1at the coverage \VJS c:\te11s1, e 

1 1n th 
ese terms ,vas lik 

' ely to be well beyond tl1c budg~ted cost. 
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.. d he ,,,as st1rpnscd not to see a reference to a crisis managen1ent 
oan1e he1la McKechn1e sa1 s , . . 

d 
d pttblic relations was a cer1tral part of tl1e Bank s c1·1s1s 

sy tent tvlr Ro ger sat . . -
. . 

1 
· g It ,vas not co ered 1n the papet as 1t was pa.ii of a b1 oader 

conuuun1cat1ons p aru1m -

th 
Bank Mr Stretton asked about n1cd1a t1 a1ning. Mr Rodgers sa1d all 

frJn1e,\ork ,v1tJ11n e • 

f\1PC n,ember ,, ere offered media tra1n1ng. 

,r Jan Gib 0 11 inquired how tl1e strategy engaged, 1ll1 tabloid ne\vspaper readers, specifically 

lliose of Tl1e un and The Mirror. He also asked v. }1at approach ,vould be taken in the e\1enl of 

continued lo,v 1nflat1on and deflation. He added tl1at tl1ere, as a need to engage actively during 

subdued penods, ,v1th broad audiences a,vay fron1 the south-east and i\ory towers to put 

me sages across Tl1e Bank needed to den1011stJ·ate ll1at It u11derstood the pos1tior1 of 

manufacturers, regional cond1t1011s etc - to bead-off future difficulties. Mr Rodgers agreed and 

explained this ,vas tl1e dnV1ng factor behind the roll1ng programme of MPC regional \'1~1ts 

There \vas agreement across tl1c MP about the emphasis of these visits, tl1e Press Office had a 

guidance manual for regional visits; ru1d progress\ as monitored at tl1e regular MP edia 

Issue meetings 1r lan said these v1s1ts did not need to be restncted to se11ior Bank 

representatives Tl,e l • impor ant cons1derat1011 was lo be see11. part1ct11arly 111 more n1arginal 
Parts of the economy 

Mr llall mentjo11ed t11c fort l1c • G 
om1ng oven1Jne11t wl11te paper 011 F11gl1sl1 de, olut1011 '' l11cl1 

might be rclc t l van lot le pubJic relations pla 1 M All • 
described b , J r sopp sntd l1e f clt t11e ge11crc.1l st1·uteg)' 

y Sir Jan Gibson ,vas alr d I 
areas of tl1c UK . ea yin pace m1d tl1at l1e l1ad t111dertake11 \ 1Stt':i to re111ote 

• Mr Ba1 )1 e sa1d l1e kne,,, of tl1e 4-5 ,,· > 

lhougi1t \\'er 1s1ts a } ~ar to o11l1t 111 Irela11d ,,,11icl1 l1e 
c excelle11t H • e was 1101 sure ab l I 

I le said l1e \V Id ot1 css se11101 rcprcse11tat1, e t111d rtt1ki11g ,,i ~1 l"' 
ou ,vclco111e a list of 1 , . • 

dist1nct1on bct,v . . ot 1c1 rcg1011al \ is its c.lt ot111d tl1e l K. ·1·11e uo,,c111or noted 
ecn \'1s1ts a11d n1ess 1 ,e5 I I . 

staff to be int .. . ...g • c su1,l l1c felt tl1,1t 1t \\Otllll be <.i1l'fict1ll for 11011- ,[p 
c1,•1c,\•ed o11 to11ica) isst1es. 
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TABILITY ISSUES . . , 
FINANCIALS . d ,· developments and international' sues 

. . , RevielV together ,v1th omes ic 
Financial Stab1l1lt)·th and Clark in attendance) 
(Messrs Pleader ea 

tability Review, whicl1 l1ad bee11 published 
. d • g tl1e latest edition of the Financial 

In intro uc1n . . He said a number of nsl<s 
. M Cl k rughlighted the main po111ts 111 h1s note. 

the previous ,veek, r ar • . . 1 1 f 

d . fi d had crystallised over recent montJ1s; that there was an mcreas1ng eve o 
previously J ent1 I e . 

nsk apparent overall, both internationally and domestically; but the state of fmanc1al 

d. ~'as generally strong though thls ,vas less so for tl1e insurance sector. 11e 1ntem1e 1anes '"" ' 

endorsed Mr Rodgers' comments on pub11c relations and the Finai1cial Stability Rev1ew. He 

said the purpose ,,,as to convey the Bank's objective analysis of issues, its familjanty with t11e 

issues and o,1eral l assessn1ent of the risks to financial stability. 

Sir Ho,vard Davies said the latest FSR had been, 1n his view, tl1e best issue to date He said 1t 

,vas a great help to l1ave the document in the n1arket, outlining the Bank's v1eVv of nsks, as 

background for tJ1e FSA 's work \Vith indtvidual fums. He added t11at l1e was personally 

gloorruer about tl1e insurance sector and Japan. In tl1e case of Japan, be ,vas concerned about 

lhe lack of progress ,vilh bad loans across the banking systen1 - the approach to ,vnte-offs 

appeared arbitrary. He said the next tl1ree mo11ths ,vould be c1itica] as tl1e goverru11ent re1no\ ed 

its guarantees. This would impact on the fi11ancial 1narkets' vievvs of Japanese bail.ks. He felt 1t 

,vas al] over for Argentina and agreed with the co11clusion about the robustness of U1e UK. 

Mr Clark said the picture in Japan was very weak though the large e>..temal asset position \Yas 

Slill a favourable factor. 

Sir David Cook.se d 
Y sa1 the FSR set out tl1e Bank's posi tio11 very cleru·ly. Ile suggested son1~ 

atte11t1on sl1ould be ~ . 
ocussed on the t1nder-fu11d1ng of ]JC11s10 11s , l11cl1 n11gl1l l1il tl1e corpo1ate 

sector afier lh 
• e next ro1111d of trienrunl revie,vs. Mr lark said l1is area ,vas ,vork111g on tl1e 
issue and available data. 
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PERATJONS ISSUES . d Clark in attendance) 
L l\1A~T O Plende1·le1tl1 an 

fl A CIA t developments (Messrs 
Quarterly Report on curren 

• 1 d a portrait of 
£5 note whicl1 would inc u e 

aper on tl1e new . 
Mr Plenderleith introduced ht p Bank of Eng 1 and 's three pronged anlt-

a er also descnbed the ank' ? 1 
Elizabeth Fry. The p p f tl1e pa pet reported on the B s -

The second section o f 
counterfeiting strategy . Tl1e tlurd section reported on progress o 

banlcing service systems. 
programme to modernise . rt d the successful completion 

l Tl1e f ourtl1 section J epo e on 
the Bank's programme of gold sa es. . . els which completed a 10 year 

d f tJ Bank's tl1ree n1aJor n1arket 111frastrL1ctL1re proJe , of the lh1r o 1e 

overhaul of the UK's payment system. 

In re ponsc to a question from Mr e1ll, who said l1e \Vas 1n1pr s ed t11at the trend of 

counttrfeiting 1n U1e UK had been l1eld do\vn, Mr Plenderleith a1d that tl1ere was a fear tl1at the 

arrival of the Euro, ould generate opporttmities for counterfeiting of the new notes and to the 

extent that diverted forgeries fron1 terl1ng tl,at \vould l1elp a bit. The Bank \\ as part1c1pat111g 

"'i
th 

the EC'B 1n ant1-counterfe1ting measures to protect tl1e uro Dr Julius con1n1ended tl1e 
,vork reported 1n tl1e d • l l · 

paper, an part1cu ar y the 21 ProJect, to \ l11cl1 tl1e Go e111or c1g1 ecd 

Ms Blow said she had been impressed that the staff hanges had been gomg so" ell. 

EXE UTJVE REPORT 

(~1e~sr Plenderleith and 
lark in attendance) 

1 he Governor s· • d l 
a, t lat f ollo\ving tl1e st1cce 

had bcc11 u· ,· ss of tl1e visit lo ot1tl1 W l 
c,I\ ing some ll1 I a es 111 ctob~r tl1e Bt1.11k 

mind . . oug ll to ll1e locat1011 f o1 tl1 ,. 
,, cd to visit the No1th West in ti ti . e next oll -s1te n1ceting. Th1: B, nk. w,1s 
1v1anchcst 1c 11rd ,veek of Cl l . 
d er a11d l .. 1\'Ct']lool, \Vl1cre ll :l • o )Cr\! 1tl1 e\ents b(. sed i11 botl1 

eta1ls Wo l 1e1 e \Vet c two A , ~ . 
u d be a,'ailublc in tl1 ,,. , ge11c1es opera ti 11g ttndc I o11e g . t 

e e\v , car \vl i..:t1 . 1 u1 ll1c1 
lc11 ll1c Ba11k sta1 led 

lo fin11 llJ) the })ro 1)0 Mt Clc1ne . 
t1t, rel)Orted . 

spo,1s0 o11 discussions . 
red by lllc o1-n . \V1tl1 llle l ~" i11tt11cial La\v {la l . 

,,oration d ne \Vl11c}1 . 
an tl1c Ba11k of E \ as ~cl LlJ) 111 1993 

"" 11g ltl11d . 1:;-ollo\vi11g tl1e r ' 
e\ tew ,lt tl1c 111v1tat1on 
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ank could no 
• e to t cont111u 

• t had bee11 con 
D natdson, 1 d Lord o 

rnor an d f the Gove ·tent it ha , 
o I to tl1e ex 

P
ort tl1e pane sup 

d d that tl1e B clu e 

ld meet its beth er it cou 
n to discuss w . the Panel I that aflemoo t of running 

ellng the Pane The current cos . Bank 
, d he was me d down way. . \Vh1ch the 

Mr Clemenu sa1 d perhaps sJimme d that the principle on f 

as of the order of £1,000, • unity did not think som . . that the Panel had not 
,, I at if the financial comm . l-Io, ard Davies said . 
opera1ed wa l l ·1 art1 ficially. ir . the Financial 

uld not mamta.Jn I . d in developing 
lhcn lhe Bank wo • I had been ear her an ach MI 

in the recent past as I fa role. The appro 
been as effective • th Panel did not play much o Id be helpful 
erv1ces Authority's legislation e . agreed and sajd tl1e Panel cou 

ible Mrs Francis . h the Panel Clementi had proposed was sens • that there were ways in wh1c 
I ith said he was sure f 

but not hugely so Mr Plender e . But there was a real role or 
and less costly basis. 

could be focused on a more modest . l that could blow up suddenly. 
• f legal uncerta1n Y sornebody of l11at kind to deal ,vi tl1 qtte t1ons o 

It should be scaled do,vn but 11ot abolished altogetl1cr. 

Mr Clement1 reported on the appomtment o a 1nai1c 
• f p· e Director ror tl1e Banl . He noted tl1at 

1111emally there had been four candidates an extema Y 1v • 
• d , 11 fi e Allv eresce11byapanel 

composing himself, Mr King and Ms Lo, !her The strongest internal and the !Tonge t 

external candidates had been seen by ir Da id ooksey and by the Go en1or. The BanJ... had 

concluded that Clifford mout was the shongest candidate and proposed announcing hi s 

appointment in the next day or so ir David ooksey said he was satisfied that Mr 1nout h. d 

all the charactenst1cs he wou Id look for in a Finance Director even if he did not have the [om 1 1 I academ· 1· fi · 

ic qua 1 1ca11ons. The Governor said the Bank was looking into the question of 

Providing a profcss1onally qualified accountant lo support Mr n1ou1. Mr le111entt noted that nc11he1 of the two ca d. d . . 
11 1 

ates on the final shortlist were quahlicd accot1ntants but both v.•ere 
Very c • 

Xpenenced financial people. 

Coun Was ON1 l'N· . 
'. 

1 
Wllh the appointinent. 
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MENT OF THE BANK 
~1ANAGE . f the Audit Committee 

ti Chairman o 
A Report from 1~ d Clark in attendance) 
~ lessrs Plenderle1tl1 an 

d • ommjttee at whic11 
. . ced the Report of tl1e last n1eeti11 g of the Au it 

Sir Neville Smuns mtrodu . . d Market Services; the new code for 
. . en1s ,vere control issues 111 Bank1ng an • 

01e mam agenda ti . fi 2001 includino the work of a ManCo 
sactions· Turnbull reporting or b 

personal financial tran , d' ' R ort on the work of his Div1s1on. 
• and the lnternal Au itor s ep operational risk sub-committee; . . 

ir evil le srud that \.\t hile it ,vas 
Witl1 respect to tl1e Code for Personal Financial Transactions, 

expected that 
• • J they would ourt Men1bers should understa11d and comply wi1b the pnnc1p es, 

not be expected to fulfiJ the transaction reporting reqtiirernents. 

In discussing the Report of the Audit Com1nillee, Sir l ai1 Gibson said that the Con1n1it1ee 

• • • • th .r. t osin ° the should be asked to re-visit tl1e safe depos1t box issue at some po1nt m c 1u ure, P o 

quesuon of \vhether the Central Bank should provide sucl1 facilities. u e 1lle 1mms said 

that the issue had been left on the table. Mr Plenderleith said that the Inland Re, enue' as a 

major Government customer and the Bru1k pro,,1ded safe custody, including tl1e gold bullion 

business, so safe deposit boxes ,vere part of tl1e facilities on offer. lf tl1e Bank did brulk.111g at 

all ll1ere was a reasonable case U1at it n1aintaj11ed a safe custody business. W11etl1er tl1at 

included safe deposit boxes was something of a n1t1le point. i1· e ille in1n1s noted tl1at tl1e 

Bank hadn't always known what custon1ers deposited \ ith it. That hod 10 be thought llu·ough 

P
0st

-Septen1ber 11 t
h 

Tl1e Governor agreed that tl1e Ba11l cottld look at tl1at, but it d1d kno\ 
,vho its custon1ers were 

Tl1e Gover11or asked rt h th . 
ou w e er 1t ,va11ted to lool 111to tl1c ode for Perso114.1l Fi11n.11c1al 

Tra11sact1ons d · i 111 
more eta1 or ,vl1etl1er it, as co11te11t for U1e Bank to 111ove al1ead on tl1is. 1r 

Dnv1d Coolcscy • d tl l . 
sai 

1
nt t 11s was son1etl1111g ll1at afrectcd evet)'body 111 fi11a11c1al ~crvice at tl1e 

n1on1e11t and l1e believed tl ,v . 
• as inevitoble, ll1ot1gl1 011crous Tl1e O\ c111or asked ourt \vl1etl1 1· 
it \Vas co11tent \\.'1tl1 tl1e l . . 

))roposa 111 t\11s for111 01 wl1etl1cr it sl1oul<l co111e bncl" to ou1 t for <l_ 

separate discussio11. 

Court \Vas ONT 
ENT. ·r11e Go"c111or said t11J.t \\'as ,,ery l1elp f11 J. 
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There being no other business the Governor wished Court a Happy Chnsbnas and happier year 

than tl1e 011e just passed. 

Court \Vas up. 
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