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THE BANK OF ENGLANO. 1914 1921

strictly privete and configqgtial
To the Menagers of the Branches.
MORATCORIUM

The Government have decided to declare a
general Moratorium.

The effect of this will be that no debt owing
at the time of the Declaxation can be enforced for the
period of the Moratorium.

This applies to Customers' balances with
Benkers, whether debit or credit (including deposits
as on the lst August. It does not apply to amy trans
actions entered into after that date

The Committee of Clearing Bankers have decided
to offer every possible facility within their power to
the Trade and Commerce of the Country, and only to claim
the protection of the Moratorium where it appears that
withdrawals are being made for the purpose of hoaxding or
exporting ourrency .

Without in ary way prejudicing their rights under
the Moratorium, the Clearing Banis propose to adopt the
following regulations, but these must on no account be
comnunicated to the Customer

{1) To hold st the disposal of all employers, funds for
payment in cash over the counter of bona fide cheques
for Wages and Salaries, to the extent of their net
credit balances. This to include Wages paild wunder

open credits for other Branches or Banks
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THE BANK OF ENGLAND. 13141831

(2a) To hold at the disposal of each Customer for

(2b)

(3)

(4)

peyment in cash over the counter a sum equal to
not more than 10 per cent. of his net credit
balance on Current Account, with a minimum of
£25, that is:-

Customers with a balance of £25 and under
may draw for the full amount of the balance

Customers with balances over £25 and up
to £250, mgy draw £25.

Customers with balances over £250 masy draw
for 10 per cent. of their balance. It is re-
commended that £2/3%,000 should be considered
8 maximum except in vexy special circumstances.
In the case of net deposit account balances, to
hold at the disposal of the Depositor at the
expiration of the agreed notice or fixed term,
for payment in cash over the counter a sum equal
to a similexr proportion as in the case of Current
Accounts . The minimum and maximwo to be the
8ame
Cheques, drafts, bills, etc., presented throuvgh
the Clearings to be dealt with as usual, subject
to discretion in every case
To prevent any attempt on the part of Customers
to defeat the object of the sbove principle by
transfer of their accounts to another Bank or
otherwise, the Banks concerned will loyally
support each other and exercise necessaly

vigilance .
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(5) Your Customers should be strongly recommended to

make their payments by crossed cheaue as far as

possible.

In order to preserve the Banks' right to the
protection of the Moratorium in case cf need, the following
instructions are to be followed:-

CREDIT ACCOUNTS

(1) Open a new account to which all new payments in
are to be credited and all cheagques, drafts and
acceptances paid, are to be debited. The balance
at the credit of the old account is to remain un
disturbed until the expiration of the Moratorium.

(2) If the Bank thinks fit, the new account can work
in debit to the extent of the credit of the old
account, but of course no promise must be given
to the Customer that this will be done.

(3) By this means the old credit balanoe will remasin
subject to the Moratorium while the balance of
the new account, whether credit or debit, will
be a debt due in the ordinaxy way.

(4) A credit balance on the new acoount is not sub-
Jject to the Moratorium and the Customer will be
entitled to demand peyment of the full amount in
legal tender.

DEBIT ACCOUNTS
hese @Ay be continued without axy break, the credits
received going by appropriation of peyments in re-
payment of the overdraft as at August lst, the
debjits subsequent to that date constituting a new

advance which is not subject to the Moratorium.
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THE BANK OF ENGLAND, 1974—1921

A note should be made in the ledger

n red ink

at the head of the new account, of the amount which the
Customer is to be allowed to draw in cash, any cash psy-—
ments mede are to be deducted in red ink from this sum
and the amount remeining availsble for psyment in cash
to be shown. This memorandum does not sffect the
posting of all debits, whether cash or clearing, to the
debit of the new account in the ordinasxry way The 10
per cent. Cash limit should not be exceeded except in
special cases.

In order that any attempt to defeat the pro-
tection afforded by the Moratorium msy be frustrated,
you must not open an account for a Customer of another
Bank, and if any of your Customers have already accounts
at other Banl® and wish to pgy in cheques drawn by them
on those Banks these must not be taken without the full
knowledge and agreement of the Bank on whor the cheque
is drawn.

Similarly you must keep a close watch for any
thing in the nature of an exchange of cheques between two
of your own Customers or your own Customers and those of
other Banl®, and if you see any cheques coming through
which might bear this construction you must satisfy your
gself as to the bona fides of the transaction before you
P&y the cheques.

PASB-BOOK

In writing up the Psss-Book, the sides must be

totalled at the close of the 18t August, but no balance

struck, A new account must be opened on the next page
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THE BANK OF ENGLAND, 18741021

to 2gree with the Ledger - of course, no note of your red
ink memorandum as to the amount that may be drawn in Cash
mugt appear in the Pass-Book, &s this is our own aTrangement
only, and not in any sense an agreement with the Customer,
and must, on no account, be communicated to him.
ACCEsTANCES

Under the Froclsmation of the 2nd August, Acceptors
have the right of' re-accepting for one month all Bills
accepted bef'ore the 4th August, 1914.

Any such Bills domiciled with you are to be returned
meérked "Refer to Acceptor under terms of Froclamation, 2nd
August, 1914." This will spply to all such Bills unless
your Customer has given you special instructions that not-
withstanding his rights under the Moratorium such Bills axre
to be paid.

Bills which may be returned to you with this
answer must immediately be presented for re-acceptance:
interest at the then ourrent Bank Rate from the date of
re-acceptance (not necessarily the original due date of
the Bill) to one calendar month f'rom the original due date
must be added to the amount of the Bill. Interest from
the original due date to the date of re-acceptance must be
olaimed separately from your Customer for whom the Bill was
disoounted.

CASH

If' you should not have & sufficiency of oash,
the doors must on no account be closed before the usual
hour, but persons presenting cheques must be told that g

Supply of currency is on the way.
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THE BANK OF ENGLAND, 1974-1821,

The Government axre issuing £1 and 10s . Govermment
Notes and are also making FPostal Orders legal tender. A
supply of Government. Notes will be forwarded to you as soon
as possible. These must be issued in preference to gold
and so far as Notes are available gold must not be issued.
We have been officially informed that an ample

supply of this new currency will be in circulation without

delsy .
LIMITS FOR ADVANCES
One of the effects of a Moratorium is to put an
end to a Customer's right to overdraw . 3

necessary to keep the trade going, and therefore your
debtor Customers must be allowed to draw their wages and
any petty cash that is absolutely neocessary and the cheaues
presented through the Clearing must be paid to the extent
of the old arrangement . You will understand that the
intention is that as far as possible the continuity of the
trade of the country shall be preserved and all the Banks
have agreed to work on these lines, standing loyally by
each other, and to this end we wish you to give any
assistance in your power to your neighbouring Banle and

they also will assist you if they are able to do so.

5th August, 1914.
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TNE GANK OF ENGLANO, 1814—1921.

BILLS OF EXCHANGE, ETC. - MORATORIUM ARRANGEMENTS

Proclametion of 2nd August 1314.

Proclemation of 6th August 1914.

Proclamation of 12th August 1914.

Anmnouncement in "The Times" - 13th August
Proclamation of 3rd September 1914.

Announcement in “The Times" - 5th September
Announcement in "The Times"” - 24th September 1914 .
Proclamation of 30th September 1314.

Announcement in "The Times - 2nd October 1314.
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THE BANX OF ENGQLAND. 1814-—1821,

BILLS OF EXCHANGE, ETC. — MORATCRIUM ARRANGEMENIS

Proolamation No.l* of 2nd August 1914
_ (Re—mcceptance Proclamation

BY THE KING

A PROCLAMATION

I"OR POSTPONING THE PAYMENT OF CERTAIN
BILLS OF EXCHANGE

GEO GE R.I.

WHEREAS in view of the critical situation in
Europe and the financial difficulties caused thereby it
is expedient that the peyment of certain bills of ex~
change should be postponed as appears in this Proolemetion:

NOW, THEREFORE, W& have thought fit, by and
with the advice of Our Privy Council, to issue this Our
Royal Proclamation, and We do hereby proclaim, direct,
and ordein as follows:-—

If on the presentation for payment of a bill
of exchange, other than a chedue or bill on demand,
which has been accepted before the beginning of the
fourth dey of August nineteen hundred and fourteen the
acceptor re-accepts the bill by a declaration on the
face of the bill in the form set out hereunder, that
bill shall, for all purposes, including the liability
of any drawer or indorser or any other perty thereto,

be deemed to be due and be payable on a date one

“N.B, The numbers of these Proclemations do not
appe€ar in the originals They were ianserted by
Freshrields for purposes of comvenient reference:
S3¢e their Notes.
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THE BANK OF ENGLAND. 19141922

BILLS OF EXCHANGE, BTC. — MORATORIUM ARRANG

Proclamation No.l of 2nd August 1914 (contd.)
___(Re-acceptance Proclamation

calendar month after the date of its original maturity
instead of on the date of its original maturity and to
be a bill for the original amount thereof increased by
the amount of interest thereon calculated from the
date of re—aoceptance to the new date of payment at
the Bank of England rate current on the date of the

re-acceptance of the bill.

Form of Re-acceptance

Re-accepted under Proclamation for £ . .o
{Ingert Bum

Signature ..

Baite . .« . a7

Given at Our Courxrt at Buckingham Palace, this Seoond day
of August in the year of our Lord One thousand nine

hundred and fourteen, and in the Fifth Yeaxr of Our

Reign.

GOD SAVE THE KING
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THE BANK OF ENGLAND. 1914—1821.

BILLS OF EXCHANGE, ETC . — MORATORIUM ARBANGEMSNTS

Notes®™ to Proclamation No.l

The Moratorium under this Proclamation applies
to bills of exohange whioh were aocepted before 4th
Avgust 1914, provided the acceptor has re-accepted the
bill. It does not apply to bills not re-accepted or to
cheques or bills on demand, for which see Proclamations
2& 3

The Moratorium lasts for one calendar month
after the date of the original matwity®, but in the
case of a bill re-accepted before 4th September 1)14 it
is extended to two calendar months, further re-acceptance
being unnecessexy if on presentation for payment this
re—-accepted bill is not paid See Proclamation No.4
of 3rd September 1914.

Interest 1lst month

The Proclametion (No.l) states that interest
runs from the date of re-acceptance, but in practice we
believe interest is generally calculated from the date
of original maturity, whether re-acceptance is ante
dated or not, unlesg there haes been undue delay in
presentment. See by way of analogy Section 18 (3%)

Bills of Exchange Act, 1882.

*These Notes and those appended to the other Proclamations
were prepared by Messrs Jreshfields.

Avgust 3, 4, 5 and 6, being Bank Holidays, a bill payable
on any of these days beoame psyable on 7th August. Con-
seduently 7th September would be the postponed date of
rayment without further days of grace. The further ex-
tension of e month by Proclamation No.4 of 3rd September
1914 would meke the next date of payment of such a bill
7th October.
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THE BANX OF ENGLAND. 1934—182%1,

BILLS OF EXCHANGE, ETC. — MORATORIUNM

Notes to Proclamation No.l (contd.

Interest 2nd month

For the second month (Proclesmation No.4 of 3rd
September 1914) interest is added for one month calculated
at the Bank of England rate current on the date of
presentation It appears therefore that if the bill is
not presented on its first moratorium due date interest
will not beg€in to run till the date of presentation
Proclamation No.5 of 30th September

Proclemation No.5 of 30th September further
postpones psyment of (1) bills peyment of which has
already been postponed before 4th October, and (2)
bills the originel date of maturity whereof is after
the 3rd October.

(1) Bills the peyment of which has already been post
poned before 4th October.

The further postponement is for fourteen days
and 1s in addition to any postponement previously ob-
tained. Fourteen deys' interest on the original
amount of the bill is added at Bank of England rate
current on the date of presentation for payment, e.g
a8 bill already postponed falling due on 10th October
and presented on that date would get the benefit of
the poratorium and would become due and payable on the
24th gctober with fourteen days' interest at Bank of

England rate current on 1l0th October.
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THE BANK OF ENGLAND, 1914—1521

BILLS OF EXCHANGE, ETC. - MORATORIUM ARRANGEMENTS
Notes to Proclamstion No.l (contd

(2) Bills the original date of maturity whereof is after
the 3rd October

Proolamation No.l is to continue to apply to
such bills if re-accepted. Payment is consequently
postponed for one month from the date of original
maturity Ag to interest see Note under first month

In the case of such bills not re-accepted
when presented for payment then payment is postponed
for one month from the date of original maturity
provided the acceptor heas not expressly refused re-
acceptance Interest is added to the original amount
of the bill and runs from the original date of maturity

at the Bank of England rate cuxrrent on that date

These Notes apply to inland bills In the
case of foreign bills or inland bills bearing foreign
indorsements they must be read subject to our general

Notes as to such bills.
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THE BANK OF ENGLAND, 1074—1921

BILLS OF EXCHANGE, ETC. - MORATORIUM ARRANGEMENTS

Proclamation No.2 of &th August 1914
__ (Pirst General Proclamation)

BY THE KiNG

A PROCLAMATION
FOR EXTENDING THE POSTPONEMENT OF PAYMENTS ALLOWED TO BE
MADE BY THE PROCLAMATION OF THE 2ND AUGUST, 1914, TO
CERTAIN OTHER PAYMENTS.

GEORSE R.I.

WHEREAS under the Postponement of Peyments Act,
1914, His MaJjesty has power by Proclamation to authorise
the postponement of the payment of any bill of exchange
or of any negotiable instrument or of army other payment
in pursuance of any contract to such extent for such time
and subJject to such conditions or other provisions es may
be specified in the Proclamation:

AND WHEREAS it is expedient that provision
should be made for the purpose of such postponement of
Payment in addition to the provision already made by Our
Proclamation, dated the Second day of August, nineteen
hundred and fourteen, relating to the postponement of
pPayment of certain bills of exchange:

NOW, THEREFORE, WE have thought fit, by and
with the advice of Our Privy Council, to issue this Our
Royal proclamation, and we do hereby proclaim, direot

and ordain as follows:-
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THE BAHK OF ENGLAND, 1814—7821

BILLS OF EXCHANGE, ETC. - MORATORIUM ARRANGEMENTS

Proclamation No.2 of 6th August 1914 (contd
(First General Proclemation)

Save a8 hereinafter provided, all pajments
which have become due and payable before the date of
this Proclamation or which will become due and payable
on any day before the beginning of the fourth day of
September, nineteen hundred and fourteen, in respect
of any bill of exchange (being a cheque or bill on
demand) which was drawn before the beginning of the
fourth day of August, nineteen hundred and fourteen,
or in respeot of any negotiable instrument (not being
a bill of exchange) dated before that time, or in
respect of any contract made before that time, shall
be deemed to be due and payable on & day one calendar
month after the day on which the payment originally
became due and payable, cr on the fourth day of
September, nineteen hundred and fourteen, whichever is
the later date, instead of on the day on which the
payment originally beoame due; but payments so post-
poned shall, if not otherwise oarrying interest, and
if speoifio demand is made for payment and payment is
refused, carry interest until payment as from the fourth
day of August, nineteen hundred and fourteen, if they
beoome due and payable before that day and as from the
date on which they beoome due and payable if they become
due and pagyable on or after that day, at the Benk of
Bngland rate current on the seventh day of August,

nineteen hundred and fourteen: but nothing in this
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THE BANK OF ENGLANG. 1914-1921,

BILLS OF SXCHANGE, ETC. - MORATQRIUM ARRANGEMENTS

Proclamation No.2 of 6th August 1314 (contd
(First Genersl Proclamation

Proclemation shall prevent payments being made before the
expiration of the month for which they are so postponed
This Proclamation shall not apply to:-

1. Any payment in respect of wages or salary

2. Any payment in respect of a liability which when
incurred did not exceed five pounds in amount

3. Any payment in respect of rates or taxes.

4. Any pesyment in respect of maritime freight.

5. Any payment in respect of anhy debt from any
resident outside the British Islands, or from
any firm, company or institution ipal
place of business is outside the British
not being a debt incurred in the British
by a person, fiim, company or institution having
a business establishment or branch business
establishment in the British Islands

6. Any psyment in respect of any dividend or interest
pavable in respect of any stocks, funds or
securities (other than real or heritable securities)
in which trustees are, under section one of the
Trustee Act 1893, or ary other Act for the time
being in foroe, authorized to invest.

7. Any liability of a bank of issue in respect of bank

notes issued by that bank
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THE BANK OF ENGLAND, 18147921,

BILLS OF EXCHANGE, BTC. — MCRATORIUM ARRANGEMENTS

Proclamation No.2 of 6th August 1914 (contd.
(Pirst General Proclamation

8. Any peyment to be made by or on behalf of His
Majesty or ary Govermment Department, in-
cluding the payment of old 2ge pensions

9. Any peyment to be made by any person or society
in pursuance of the National Insurance Act,
1911, or any Act smending that Act (whether in
the naturz of contributions, benefits or
otherwise)

10. Any peyment under the Workmen's Compensation Act,
1906, or emy Act amending the same

11. Any peyment in respect of the withdrawal of &
deposit by a depositor in a trustee savings

bank

Nothing in this Proclamation shall affect ay
bills of exchange to which Our Proclamation dated the
Second day of August, nineteen hundred and fourteen,

relating to the pcstponement of payment of certain bills

of exchange applies .

Given at Our Court at Buckingham Palaoe, this Sixth dey

of August in the year of our Lord One thousand nine

hundred and fourteen and in the Fif'th Year of Our

Reign.

GOD SAVE THE KING
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THE BANK OF ENGLAND, 1814—102)

SILLS OF EXCHANGE, ETC. — MNORATORIUM ARRANGEMENTS

Notes to Proclamation No .2

This Proclamation besides postponing payments
generally applies to bills of exchange being cheques or
bills on demand See further Proclamations Nos.4 & 5

Interest is caxrried by chegues and bills on
demand till pesyment if specific demand is made for pay-
ment and payment is refused as from 4th August if
presented before that date, and as from the date of
presentment if presented arfter 4th August in each case
at the Bank of England rate current on 7th August.

By Paragreph (a) of Proclamstion No.$ of
12th August, Proclamation No.2 is also made to apply
to all* bills of exohange which have not obtained the
benefit of the Moratorium under Proclamation No .l of
2nd August owing to their not having been re-accepted
unless the acceptor has expressly' ref'used re-acceptance
in which oase none of the Moratoria apply Where
therefore re-acceptance has been expressly refused the
bill must be treated as dishonoured The reauisite

notioes of dishonour must be given and where neoessaxy if

*Paragraph (a) does not apply to bills where the original
date of maturity is on or after 3rd October - See
Parsgraph 2 Proclamation No.5 of 30th September

"The acoeptor must expressly refuse re-acceptance
therefore bills not paid and marked e.g. “no advice"

“refer aooeptor" cannot be treated as expressly refused
re—-goceptanoe .
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THE BANK OF ENGLAND, 1214—1021

BILLS OF EXCHANGE, ETC. - MORATORIUM ARRANGEMENTS
Notes to Proclamstion No.2 (eontd

the bill is a foreign bill or bears foreign indorsements

it should be noted and protested at once The holder

is then in a position to oommence proceedings if necessary.
Proolemation No.? is retrospective as it dates back to

the 6th Avgust and there therefore seems to be no obliga-
tion to present the bill for re-acceptence and the

failure to do so does not deprive parties to the bill of
the benefit of the Moratorium.

Interest is payable on bills of exchange whioh
have not been re-~aooepted where the aoceptor has not
expressly refused re-acceptance and runs probably from
the date on which these bills were due and payable, the
rate being fixed at the Bank of England rate current on
the date of presentment for payment

But it is to be noted that interest does not
run unless specific demand for payment hes been made
and peyment has been refused Consecuently bills not
presented for pesyment do not oarry interest, although
the provisions of the Moratorium mey apply in other
resneots .

These notes apply to inland bills In the
case of foreign bills and inland bills bearing foreign
indorsements, they must be read subject to our gensral
Notes .

A further Moratorium is given to bills not

re-accepted, by paregraph 3 of Proclamation No.5 of
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THE BANK OF ENGLANO. 18141821

BILLS OF EXCHANGE, BTC. — MORATORIUM ARRANGE)
Notes to Proclamation No.2 (contd

30th September, which gives a further postponement of
14 days in the case of bills where the date of maturity
has before the 4th October already been postponed by
the Proclamations Fourteen days' interest is added
to the original amount of the bill and runs frcm the

date of matwrity at the Bank of England rate cuwrrent
on that date.
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THE BANK OF ENGLAND, 1274—1027

REANGREMANTS
BL A Ul AUV TIL NN ~d

BILLS OF EXCHANGE, BTC. - MORATORIUM

Proclamation No.3 of 12th August 1914
___ (Second General Proclamation)

BY THE KING

A PROCLAMATION

FOR POSTPONEMENT OF PAYMEBNTS

GEORGE R.I.

WHEREAS it is expedient to extend Our Proclamation
dated the sixth dey of August, nineteen hundred and fourteen,
(relating to the postponement of psyments), so as to oover
bills of exchange under certain circumstances, and also pay-
ments in respect of any debt from ar:y bank whose principal
place of business is in any part of His MaJjesty's Dominions
or any British Protectorate:

NOW, THEREFORE, WE have thought f'it, by and with
the advice of Our Privy Council, to issue this Our Royal
Proclamation, and We do hereby proclaim, direct and ordain
as f'ollows:

Notwithstanding anything contained in the said
Proclapation, dated the sixth day of August, nineteen
hundred and f'ourteen (relating to the postponement of
Payments), that Proolamation shall apply, and shall be
deemed glways to have applied -

(a) To any bill of exchange which has not been re

accepted under Our Proclamation, dated the
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THE BANK OF ENGLAND, 1914—7921

BILLS OF EXCHANGE, ETC. — MORATORIUM ARRANGEMENTS

Proclamation No.3 of 12th August 1914 (contd.)

(Second General Proclamation

second day of August, nineteen hundred and
fourteen as it applies to a bill of exohange,
being a cheque or bill on demand, unless on
the presentation of the bill the acceptor
has expressly refused re-acceptance thereof,
but with the substitution, as respects rate
of interest, of the date of the presentation
of the bill for the seventh dsy of August,
nineteen hundred and fourteen; and

Also to payments in respect of amy debt from
any bank whose principal place of business

is in any part of His Majesty's Dominions

or any British Protectorate, although the
debt was not incurred in the British Islands
and the bank had not a business establishment
or branch business establishment in the

British Islands.

Given at Our Court at Buckingham Palace, this Twelf'th

day of August, in the yesr of our Lord One thousand

nine hundred and fourteen, and in the Fifth Year of

Our Reign.
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THE BANK OF ENGLAND, 1014—1811

BILLS OF EXCHANGE, BTC. — MCRATORIUM

ARRANGEMENTS
ARFCH NG NS

Notes to Proclamation No

Paragraph (a) of this Proclamation gives the
benefit of the Moratorium under Proclamation No.2 of
6th August to all bills of exchange which have not been
re-accepted, in the same way as it applies to cheques
or bills on demand, UNIESS THE ACCEPIOR HAS LXPRESSLY
REFPUSED RE-ACCEPT'ANCE in which case none of the
Moratoria apply and the bill must be treated as dis-
honoured. It does not apply to bills where the
original date of maturity is on or after 3rd October.
See Proclamation No.5 of 30th September

See further the Notes under Proclamation
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BILLS OF EXCHANGE, ETC. — MORAT

e e e e e
Gl Ul AdadN R,

ANNOUNCEMENT IN “THE TIMES"
_Thursday August 13th 1j14

THE GOVERNMENT AND THE CITY

Discounting of Bills of Exchange

Guarantee to the Bank of England

The Chancellor of the Exchegquer has for several
days past been in close and constant consultation with the
Governor of the Bank of England, the bankers, the accepting
houses, and the principal traders for the purpose of pro-
viding the country with all the banking facilities it needs
in the present emergency .

We are now able to announce that the Chancellor
of the Excheduer has completed arrangements with the Bank
of England for terminating the present deadlock in the
money market and for enabling the trade and commerce of
the country to resume its normal course

The greatest difficulty arose from the stoppage
of remittances to London both from the provinces and from
other countries not only in Europe but in all parts of
the world. This caused a break-down in the foreign
exchanges and deterred bankers from discounting bills in
the normal weyr. To overcome this difficulty as well as
that of providing traders in this country with all the

banking facilities they need, the CGovermment have now

agreed to guarantee the Bank of Bngland from ary loss it
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THE BANK OF ENG®LAND. 1814-1921

AEUEUAL N, R AN L O

BILLS OF EXCHANGE, ETC. — MORATCRIUM ARRANGEMENITS

ANNOUNCEMBENT IN “THE TIMSS" (contd.)
Thursdey August 13th 1714
may incur in discounting bills of exchange either home
or foreign, bank or trade, accepted prior to August 4th
1914.
Accordingly we are authorised to make the
following announcement:-

The Bank of England are prepared, on the application
of the holder of alry approved bill of exchange
accepted before August 4th 1914 to discount at any
time bef'ore its due date at Bank rate, without
recourse to such holder, and upon its meturity the
Bank of England will, in order to assist the
resumption of normal business operations, give the
acceptor the opportunity until further notice of
postponing payment, interest being payable in the
meantime at 2 per cent. over Bank rate varying
Arrangements will be made to carry this scheme
into effect so as to preserve all existing
obligations. The Bank of BEngland will be pre
pared for this purpose to approve such bills of
exohange as are customarily discounted by them and
also good trade bills and the acceptances of such
foreign and Colonial firms and bank agencies as

arce established in Great Britain
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THE BANK OF ENGLAND, 1914—1021

SILLS OF EXCHANGE, BETC. — MORATORIUM ARRANGEMENTS

Proclamation No.4 of %rd September 1914
(Third General Proclamation)

BY THE KING

A PROCLAMATION

VARYING THE PROCLAMATION IN RESPECT OF THE POSTPONEMENT
OF PAYMENITS DATED RESPECTIVELY THE SECOND DAY OF AUGUST,
THE SIXTH DAY OF AUGUST AND THE TWELFTH DAY OF AUGUST,
AND REVOKING THE PROCLAMATION DATED THE FIRST DAY OF

SEFTEMBER, NINETEEN HUNDRED AND FCURTEEN

GECRGE R.I.

WHEREAS under the Postponement of Payments Act,
1314, We have power, by Proclamation, to authorise the
postponement of the peyment of arny bill of exchange, or
of any negotiable instrument, or ary other psyment in
pursuance of any contract, to such extent, and for such
time, and Bubjeot to suoh conditions or other provisions
a8 mey be specif'ied in the Proclamation:

AND WHEREAS, in pursuance of that power We
have issued Proclamatio 8 in relation to the postponement
of payments due before We were in a state of war or due
in respeot of contracts made before that time, dated the
8ixth day of August, and the twelfth day of August, nine-
teen hundred and fourteen; and on the second day of

AWust, nineteen hundred and fourteen, We also issued g
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TR AN LS

Proclamation No.4 of 3rd September .1014
(Third General Proclamation)

Proclamation which is cenfirmed by the said Postponement
of Peyments Aot, 1914, and is deemed to have been issued
under that Act:

AND WHEREAS, under the said Act, We have power
to vary, extend or revoke any Froclamation under that
Act by & subseauent Proclamstion:

AND WHERBAS it is desirable in the best
interests of Our Realm at the pressnt Juncture that all
persons who can discharge their liabilities should do
8o without delay, but it is at the same time for certain
purposes expedient that Our said Froclamationa should be
varied, and for that purpose We issued a Froclemgstion,
dated the first day of September, nineteen hundred and
fourteen:

AND WHEREAS it is expedient to revoke the
last-mentioned Proclemation and to substitute therefor
such variations of Our other Proclamations as are here-
inafter set forth:

NOW, THEREFORE, WE have thought fit, by and
with the advice of Our Privy Council, to issue this
Our Royal Proclamation, and We do hereby procleim,
direct and ordain as follows:-

1. If on the presentation for peyment of a bill of
exchange which has before the fourth dey of September,

nineteen hundred and fourteen, been re-accepted under
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Proclamation No.4 of 3rd September 1914 (contd.)
(Third General Proclamstion)

the terms of Our said Proclamation, dated the second
day of August, nineteen hundred and fourteen, the bill
is not paid, then, the said Proclamation shall, in its
aPplication to that bill, have effect as if the period
of two calendar months had been in the Proclamation
substituted for the period of one calendar month, and
the sum mentioned in the form of re-accentance under
the said Proclamation shall be deemed to be increased
by the amount of interest on the original amount of
the bill for one calendar month calculated at the Bank
of England rate current on the date when the bill

so presented for payment as aforesaid

2, Our said Proclamation, dated the sixth day of

August, nineteen hundred and fourteen, as extended by
Our said Proclamation, dated the twelfth dsy of August,
nineteen hundred and fourteen, shall apply to payments
which become due and payable on or after the fourth day
of September and before the fourth day of October nine-
teen hundred and fourteen (whether they become so due
and payable by virtue of the said Proclamations or
otherwise) in like manner as it applies to payments
which beoame due and payable after the date of the
8ald first mentioned Proclamation and before the
beginning of the fourth day of September, nineteen

hundred and fourteen.
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Proclametion No.4 of 3rd September 1914 {(contd.)
(Third General Proclamation

3. Nothing in this Proclamation shall affect the
payment of interest under the Proclamations extended
thereby, or prevent peyments being made before the
expiration of the period for which they are PostpPoned.

4, Our said Proclamation, dated the first dsy of

September, nineteen hunédred and fourteen, is hereby

revoked.

Given at Our Court at Buckingham Palace, this Third day
of September, in the year of our Lord One thousand

nine hundred end fourteen, end in the Fifth Year of

Our Reign

GOD S8AVE THE KIiNe
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Notes to Proclameticn No .4

Paragraph 1

'Where a bill re—accepted before 4th Septembex
under Proclamation No.l of 2nd August is unpaid when
presented for psyment at the end of the month allowed
by Proclemetion No.l, Proclamation No.4 allows a
further moratoritun of one month The effect is that
payment is postponed for two months from the original
date of maturity By Proclamation No.5 a further
postponement of 14 days is obtained in the case of
bills re-accepted under the above Proclamations where
the date of maturity has before the 4th October been
already postponed

Further re-acczptance is umnecessaxy .

One month's interest on the "original emount’
of the bill is added to the sum mentioned in the re-
acceptance, which of course includes the original
amount of the bill and the interest for the first
moratoriun, The interest for the seoond month is
calculated at the Bank of England rate current on the
date when a re-acoepted bill is presented for psyment
at the end of the first month's moratorium Presentsa
tion therefore seems to be necessary to secure interest
under this Proclamation (No.4) Interest for the
concluding 14 days runs from the date of maturity at

the Bank of England rate current on that date.
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Notes to Proclamation No.4 (contd.

Paragraph 1 does not apply to a bill which has

not been re-accepted

Paragraph 2
Parasgraph 2 extends Proclamation No.2 for the
general postponement of payaents. This oovers cheques

and bills on demand.

Under Proclamation No.2 payments due and
payable before the 6th August or which would become due
and payable bzfore the 4th September were to be post-
poned for one calendar month from the original due date
or till the 4th September whichever was the later date.

The effect of Parag8raph 2 of Proclemation
No.4 is to further postpone payment for a month of all
payments due and payable on or after the 4th September
and before the 4th October

Interest only runs if specific demand is made
for payment and payment is refused Payments postponed
under paragraph 2 where peyment is so refused carry
interest from the date at which they were due and
Pa¥able at Bank of England rate current on that date

Thus a peyment due and psyeable on 20th
September would cerry a month's interest at the Bank of
Bngland rate current on the 20th September -

Paragraph 2 expressly epplies to Proclamation
No.3 relating to bills of exchange which have not been
Yé-accepted, where re-—pcceptance has not been expressly

refused by the acceptor.
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Notes to Procl amation No.4 (contd

Such bills of exchange therefore are on
precisely the same footing as other postponed payments
referred to above, e.g. a bill originally due and payable
on the 7th August (owing to Barnk Holidays) would then be
due and payable on the /th September, and by virtue of
Parsgraph 2 payment would be further postponed till the
7th October. Interest for the first month would run
from the 7th August at the Bank of England rate current
on that dey and for the second month at the Bank of
England rate current on 7th September.
cases that payment had been specifically demanded and had
been refused.

Peyment is further postponed for 14 days under
Paragraph 3 of Proclamation No.5 of 30th September in
the case of a bill where the maturity has before 4th
October already been postponed Fourteen days' interest
is added to the original amount of the bill and runs from
the date of maturity at Bank of England rate ourrent on
that date. Payment must be specifically demanded as
before .

Proolamation No.4 does not apply to bills the
original date of maturity whereof is after 3rd Ootober.
For these see Proclamation No.5.

These Notes apply to inland bills. In the
case of foreign bills and inland bills bearing foreig&n

indorsements they must be read with our general Notes
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ANNOUNCEMENT IN “"THE TIMES®
Saturday September 5th 1914

FOREIGN EXCHANGE

Measure to Restore Facilitles

Treasury's Importent Scheme

A further important step in the direction of
restoring order in the finance and commerce of the
country was announced by the Treasury last night

As a result of conferences between the
Chancellor of the Bxchecuer and leading traders, bankers,
and accepting houses, arrangements have been made which
will, it is expected, remove the difficulties now ex-
perienced in obtaining foreign exchange, which is essential
for the carriying on of the trade particularly the oversea
trade of this country.

Subjoined is the Treaswury's statement:-

The breakdown of the foreign exchanges, has caused,
and is still causing, very great inconvenience to
traders throughout the country, and strong representa-—
tions have been made to the Charncellor of the Excheaquer
upon the subject . It has been pointed out to him that
the dislocation of exchange is exercising an extremely
prejudicial infiuence upon trade generally, and es-
pecially upon the foreign trade of the country, and

that in the absence of the usual exchange facilities,
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BILLS OF EXCHANGE, ETC. - MORATORIUM ARRANGEMENTS

ANNOUNCEMENT IN “THE TIMES" (contd
Seturday September 5th 1914

goods can neither be imported nor exported in any
appreciable quantity To ascertain the causes
and to find a remedy for the difficulties in ob-
taining international exchange the Chancellor of
the Bxchequer consulted a large number of leading
traders, members of accepting houses and bankers
After a series of conferences at the Treasury the
Chancellor of the Exchegquer now wishes to announce
that an arrangement has been arrived at which is

designed to remove the difficulties
Principal features of the Schems

The main features of the arrangement mey be

summarized as follows:-

(1} The Bank of England will provide where required
acceptors with the funds necessaxy to pay all
approved pre-moratorium bills at maturity
This oourse will release the drawers and en-
dorsers of such bills from their liabilities
a% parties to these bills but their liability
under any aegrecment with the acoeptors for
payment or cover will be retained.

(2) The acceptors will be under obligation to collect
from their clients all the funds due to them as

soon gs possible, and to apply those funds to
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ANNCUNCEMENT IN "THE TIMES" (contd
Saturday September 5th 1114
repeyment of the advances made by the Bank of
England Interest will be chaxged upon these
advances at 2 per cent. above the ruling Bank
rate.

(3) The Banik of England undertakes not to claim re-
payment of ary amounts not recovered by the
acceptors f'rom their clients for a pericd of
one year after the clcse of the War.
the end of' this period, the Bank of England's
claim will rank after claims in respeot of
post-moratorium transactions

(4) In order to facilitate fresh business and the
movement cf’ produce and merchandise from and
to all parts of the world the Jjoint-stock banks
have arranged, with the co-operation, if
neoessary, of the Banlic of England and the
Government, to advance to clients the amounts
neoessary to pay their acceptances at maturity
where the funds have not been provided in due
ime by the clients of the acoeptors The
acceptor would have to satisfy the Joint-stock
banle or the Bank of England both a8 to the
nature of the transaction and as to the reason

why the money is not forthcoming from the client.
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JATU

ANNCUNCEMENT IN "THE TIMES" (contd

Saturdey September Hth 1914
These advances would be on the same terms as
regards interest as the pre-morstorium bill
advances . The Government is now negotiating
with a view to assisting the restoration of
exchange between the United States of America

and this country
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THE MORATORIUM

Partial Extension for One Month
Final Abolition on November 4th

It is officially announced that, after con-
sultation with the various interests concerned, the
Goverrnment has deoided that the time has axrrived for
bringing the moratorium to an end with as little deley
as posgible.

There will be no further extension of the
moratorium relating to bills of exchange other than
cheques or bills on demand

There will be no further extension of the
general moratorium in so far as it anplies to (a)
debts due to and by retail traders in respect of their
business as such; and (b) rent

As regards other debts to which the general
@oratorimn applies there will be an extension of one
month i.e., from October 4th to November 4th This
extension will be subject to the condition that, the
interest due under past proclamations is paid

On November 4th the general moratorium will

come to an end as regards all debts-
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ANNOUNCEMENT IN 'TBE TIMES" (contd )
Thursday September 24th 13714

In reference to the decision not to extend
the moratoriwe relating to bills of exchalge it is to
be borne in mind, as announced in the Fress on the 5S5th
inatant, that arrangements have already been mede by
the Govermment under which the Bank of England will
advance to acceptors where reduired the funds necessary

to pey all approved pre-moratorium bills at maturity
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BILLS OF EXCHANGE, ETC. — MCRATORIUM ARRANGEMENTS
Froclamation No.5 of 30th September 1914

BY THE KING

A PROCLAMATION

VARYING THE PROCLAMATIONS IN RESPECT OF THE POSTPONEMENT
OF PAYMENTS, DATED RESPECTIVELY THE 2ND AUGUST, 6TH

AUGUST AND 3RD SEPIEMBER, 1914.

GEORGE R.I.

WHERBAS under the Postponement of Payments Act,
1914, We have power by Proclamation to authorise the post-
ponement of the pasyment of any bill of exXchange or of any
negotiable instrument or any other payment in pursuance of
any contract to such extent and for such time and subJect
to such conditions or other provisions as may be specified
in the Proclamation:

AND WHREREAS in pursuance of that power We have
issued Proclamations in relation to the postponement of
payments due before We were in a state of war or due in
respect of contracts made before that time, dated the
sixth day of August, the twelfth day of August, and the
third day of September nineteen hundred and fourteen
(which ere respectively referred to in this Proclaemation
as the first, second and third General Proclamation),

and on the seoond day of August, nineteen hundred and
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Proclamation No.5 of 30th September 1914 (contd

fourteen, We also issued a Proclamation which is con-
firmed by the said Postponement of Peyments Act, 1914,
and is deemed to have been issued under that Act and
is referred to in this Proclamation as the Bills
(Re-aoceptance) Proclamation:

AND WHEREAS under the Postponement of Payments
Act, 1914, We have power to vary, extend or revoke any
Proclamation under that Act by a subsequent Proclaivation:

AND WHEREAS it is desirable in the best
interests of Our Realm at the present Jjuncture that all
persons8 who can discharge their liabilities should do so
without delay, but it is at the same time exvedient for
th2 benefit of persons who cannot so disoharge their
liabilities that a further limited and final extension
of the postponement of payments authorised by the said
Proclamations should be made:

NOw, THEREFORE, WS have thought fit, by and
with the advice of Our Privy Council, to issue this
Our Royal Proclamation, and We do hereby proclaim, direct
and ordain as follows:-

1. The first General Proclamation as extended by
pParagraph (b) of the second General Proclamation shall,
subject to the limitations of this Proolamation, apply
to psyments which become due and payable on or after
the fourth day of October and before the fourth day of

November, nineteen hundred and fourteen (whether they
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Proclamation No.5 of 30th September 13914 (contd

S0 become due and payable by virtue of the said
Proclamations or the third Gereral Proclamation or
otherwise), in like manner as it applies to payments
which became due and payable after the date of the
first General Proclamation and before the beginning
of the fourth day of September, nineteen hundred and
fourteen.

Provided that, if the payment is one the
date whereof has been postponed by virtue of amy of
the said General Proclamations, and is one which
carries interest either by virtue of the terms of
the contract or instrument under which it is due and
payable or by virtue of the said General Proclamations,
then the person from whom the payment is due shall not
be entitled to claim the benefit of this Article unless,
within three days after the date to which the payment
hasgs been postponed by virtue of the said General Pro-
clamations, all interest thereon up to that date is
paid

This Article shall not apply to

(a) Any payment in respect of rent

{b) Any psyment due and payable tc or by a retail
trader in respect of his business as such
trader.

2. The Bills (Re-acceptance) Proclamation shall

continue to apply to bills of exchenge (other than
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Proclamation No.5 of 30th September 1914 (contd

cheques and bills on demand) accepted before the
beginning of the fourth day of August, nineteen
hundred and fourteen, the date of the original
maturity whereof is af'ter the third of October
If on the presentation for psyment of arny
such bill the bill is not paid and is not re-acoepted
under the said Proclamation, then, unless on such
presentation the acceptor has expressly refused re-
acceptanoe thereof, the bill shall for all purposes,
including the liability of any drawer and indorser or
any other paxrty thereto, be deemed to be due and payable
on a date one calendar month after the date of its
original maturity instead of on the date of its original
maturity, and to be a bill for the original amount thereof
increased by the amount of interest thereon oalculated
from the date of the original maturity to the date of
payment at the Bank of England rate ourrent on the date
of its original maturity, and paragraph (a) of the seoond
General Proolamation shall not apply to any such bill.
3. If on the presentation for psyment of a bill of
exohange, the date of maturity of which has before the
fourth day of Ootober nineteen hundred and fourteen
beoome postponed either by virtue of the Bills (Re-
acceptance) Proclamation or paragraph (a) of the second
General Proclamation (whether or not the date of maturity
has been further postponed by virtue of the third General

Proclamgtion), the bill is not paid, then the date of
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Proclamation No.5 of 30th September 1914 (contd

maturity shall be deemed to be further postponed for
fourteen days from the date of such presentation for
payment, and the original amount of the bill shall be
deemed to be further increased by the amount of
interest on the original amount of the bill for fourteen
days, caloulated at the Banic of England rate current on
the date of such presentation for payment

4, Save as otherwise expressly provided, nothing in
this Proclamation shall affect the application of the
General Proclamations to payments to which those Pro-
clamations apply, and nothing in this Proclamation shall
prevent payments to which this Proclamstion applies being
made before the expiration of the period for which they

are postponed thereunder

@Given at Our Court at Buckingham Palace, this Thirtieth
day of September, in the year of our lLord, One thousand

nine hundred and fourteen, and in the Fifth Year ot' Our

Reign.

GOD SAVE THE KING
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Notes to Proclamation No.5

Paragraph 1
It appears to be intended that this should be
the final Proclamation with regard to the Moratoria
Paragraph 1 applies to the general postponement of pay-
ments and does not appear to deal with bills of exchange
except cheques and bills on demand The Moratorium is
extended to the 4th November with certain excepticns.
Paragraph 2
Paragraph 2 applies to ary bills of exchange

other than cheques and bills on demand which have been
accepted before the 4th August, the original date of
maturity whereof is after the third day of October
The effect of this is to postpone payment for one
calendaxr month after the date of original maturity
whether such a bill is re-—accepted or not provided
that if the bill is not re-accepted the acceptor has
not exnressly refused re-acceptance. If re-acceptance
is expressly refused by the acceptor the Moratorium
does not apply and the bill must be treated as dis-
honoured.
Interest

(1) Where such a bill is re-~accepted interest
will generally no doubt be treated as running from the
date of the original maturity at the 3ank of England
rate current on the date of re-acceptance of the bill

(see our note under Proclamation No.l) .
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Notes to FProclamation No.5 (contd

(2) Where bills ere not re-accepted one month's
interest is by the terms of Proclamation No.5 to be
added to the original amount of the bill, calculated
from the date of original maturity to the date of pay-
ment at the Bank of England rate current on the date
of the bill's original maturity.

The Section expressly states that paragraph
(a) of Proclamation No.3 of 12th August shall not apply
to such a bill.
Paragraph 3

Paragraph 3 deals with bills of exchange other
than cheques or bills on demend, whsre peyment has al
ready before the 4th October either been postponed under
either Proclemation No.l or psragraph (a) of Proclamation
No.3 that is to say, either bills which have been re
accepted or bills which have not been re-accepted and
where the acceptor has not expressly refused re-acceptance
Such bills therefore in addition to postponements to which
they are entitled under the above Proolamations get the
benefit of a further postponement of fourteen days from
the date when they are presented for pasyment Fourteen
days' interest is to be added to the original amount of
the bill calculating at the Bank of England rate current
on the date of presentation for payment For exaample, a

bill due and payable on the 10th October, peyment of which
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Notes to Proclamation No.5 (contd.

by this Section is postponed till the 24th October,
carries interest of fourteen days at the Bank of England
rate current on the 10th October if presented for payment
on that day or if not presented on that day then at the
rate current on the date when it is actually presented
for payment.

In the case of bills of exchange, other than
cheques and bills on demand, the Proclamation does not
appear to require outstanding interest to be paid before

its beneflt oan be claimed.
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ANNOUNCEMENT iIN “THE TIMES"
_Friday October 2nd 1914

FRE-MORATORIUM BILI: PAYMENTS

The Bank of England Arrangements

Last night the Bank of England issued the
following notice with regaxd to the manner in which the
Bank will provide all necessary funds to pay, on behalf
of acceptors, approved pre-moratoriwn bills at maturity:-

(1) All applications to the Bank of BEngland from
acceptors to provide funds neoessary to pay
approved pre-moratorium bills at matwity, in
terms of the Government announcement of
September 5th, must be lodged in duplicate at
the Bank of England not less than eight days
before the advance is required. The name of
the drawer, the amount, and the date of
maturity of each bill must be stated in the
application. If the Bank does not approve a
bill notice will be &iven to the aoceptor at
least three dsys before the date of maturity

(2) Applications from persons and firms unknown to
the Bank must be submitted through their own
bankers with a satisfactory letter of intro-

duction.
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ANNOUNCEMENT IN "THE TIMES" (contd.)
__ Friday October 2nd 1914

(3) The Bank of England, provided they g&ree to make
the advance, will pass to the credit of the
applicant, as regquired, the amount necessaxry
to meet the acceptences, which the atceptor
will arrange to have referred to the Bank of
Brngland et maturity The bills will then be
held by the Bank until the advance is repaid
Applicants who have not already an account
with the Banli< of England will be reauired to
keep an account, for this purpose only, with
the Bank of England, throush which the money
advanced will be pessed.

(4) The acceptor can arrange, if he prefers, that
his own bankers should provide the reauired
amount and then refer the acceptances (if
previously approved), uncancelled, on the
date of maturity, to the Bank of England,
who will pay the bills to the acceptor's
bankers .

The terms of the Government announcement
published on September 5 provided that interest on
advances to acceptors shall be at 2 per cent: above
the ruling bank rate . The Bank of England undertakes
not to claim repayment of any asmounts not recovered
by the acceptors from their clients for a period of

one year after the close ef the Waxr
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Proposal_-gs of the Committees of Clearing Bankers and of the
Stock Exchange concerning an arrangement as to the
extension of ACCOUNT TO ACCOUNT loans made to Stock

Exohange firms by Banks and other Lenders

1. The lenders to continue their present loans for a
period which shall terminate twelve months after the
conolugion of peace on the basis of the making-up prices of
27th July without oalling for further margin than that now
held.

2. Loans to carry interest at Bank Rate (minimum 5 per
cent) such interest to be paid fortnightly, but the borrowers
to be entitled to coupons and dividends.

. The borrowers to have the right of repaying advances
in whole or in part at eny time.

4, When any of the stocks borrowed on reach the meking-
up prioes of the 27th July, the lenders to have the right of
calling from the borrowers for the repayment of their loans
in respeot of such stocks and should suoh request not be
oomplied with the lenders to have the right of selling such
stooks for aocount of the borrowers, but not under the above-
mentioned prices.

5. Lenders other than Clearing Banks to be put in a
position at any time to borrow from the Bank of England for
the above-mentioned period of twelve months after the con
olusion of peaoe up to 75% of the amount of their present
loans, against a proportionate amount of their present oover

6. In case a customer of a Clearing Bank be desirous of
having e further loan from his Bank he is to have the option
at any time of taking one—fourth of his securities from the
Clearing Bank to the Bank of England snd obtaining & loan
equal to one-fourth of the debt due to the Clearing Banls for
the same period and subjeot to the sume oonditions as
specified in paragraph 1. This amount to be paid to the
Clearing Bank in exchange for the seourities, but the
customer to have the right of re-borrowing on new gecurities

to be deposited to the extent of the amount of the reduotion
above~-mentioned

7. In oase of loans granted by the Bank of England under
the provisions of puregraphs Nos.5 & 6, the Bank of England
Shwll accept as security a proportionate amount of eaoh stock
originally pledged to the lenders.
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SCHEME FOR FROVIDING GOVERNK

IN DEALING WITH ACCOUNT TO ACCOUNT LOANS

ON THE STOCK EXCHANGH

WITH a view to avoiding the necessity f'or the
f'orced realisaticn on a large scale of securities held as
cover for Acccunt to Account Loans, His Majesty's Government
has agreed to arrange with the Bank of England to make
advances to certain classes of lenders in order to enable
them to continue their loans until after the end of the war
The arrangements agreed upon are as follows:-

l. The application of the scheme will be confined to
Account to Account Loans made to members of the Stook
tixchange by lenders other than banks to which currency
facilities are open. It will not apply to lenders who are
themselves members of the Stock Exchange

2. All banks to which currency facilities are cpen
\vhether clearing banks or not, have agre-d not to press for
repayment of such lcans or require the deposit of further
margin, until after the expiry of a period of twelve months
from the conolusion of peace or after the expiry of "The
"Courts (Emergency Powers) Act, 1914," whichever shall happen
first provided that this agreement shall not prejudice the
right to immediate repayment if and when a receiving order in
bankruptcy (or the corresponding order in Scotland)} is made
against the borrower, The rate of interest to be charged on
loans oontinued under this arrangement shall not exceed the

rate chargeable by the Bank of England to other lenders under
paragraph 4.

3. Subject to the flollowing conditicns the Government
will arrange with the Bank of England to advanoe to lenders
to whom the Scheme is applicable 60 per cent of the value of
the securities at present held by the lenders against any
loans which they had outstanding on the 29th July, 1914, such
securities to be valued for the purpose of the advance at the
making-up prices of the 29th July settlement®:-

{(a) The Banik of England may at their discretion
refuse any application, But in the exercise
of this discretion due regard shall be had to
the object of the Scheme, viz., to prevent as
far as possible the forced realisation of
securities, and before a final decision is
arrived at in regard to anyapplication, the
Bank will, if the applicant so desires, submit
it to the Treasury.

*In the case of Consols and other securities settling at the
Consols Aooount the mean price of the Official List of the
27th July will be taken.
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(b) Both the lender and the immediate borrower
from the lender shall be jointly and
severally responsible to the Bank of England
for the repayment of the advanoe and interest
thereon.

(c¢) A1l applioations for loans under the Soheme
giving the partioulars required by the Bank
of England shall be made on cor before the
31lst January, 1915, and no applioation will
be entertained which is received after that
date.

4. Loans by the Bank of England under the Scheme are to
bear interest at 1 per oent a&bove Bank rate varying, with a
minimum of 5 per cent in all. Interest will be payable
fortnightly or, when the Stock Exchange is reopened, at eaoh
settlement, and the borrowers will be entitled to coupcns
wnd dividends, provided that such interest is duly peaid.

B, The Bank of England will not press for the repayment
of advances made under the Scheme until after the expiry of
a period of' twelve months from the conolusion of peace or
after the expiry of "The Courts (Emergenoy Powers) hot, 1914,
whiohever shall happen first, nor will the Bank in the mean-
time require the deposit of further margin provided thet this
agreement shall not prejudioe the right to immediate repayment

if and when a. reoeiving order in banlxuptoy is made against
the borrower.

6. The borrower may at any time repay the advanoe in
whole or in part. In the case of part repayment the
gseourities to be released will be settled by wgreement
between the borrower and the Bink of England, or, in defewult
of agreement, will be suoh proportion of eaoh gecurity as
the amount of* the repayment bears to the whole advance,
provided that where any of the seourities are seourities held
by the borrower against a loan made by him, the Bank of
England will release those partioular seouzltaes upon repay-
pent of an amount equal to the value of the seourities at the
prices of the 29th July settlement, less the amount of the
margin (if any) deposlted with suoh borrower.

7. When any of the seourities against whioh advanoes are
outstanding, either under paragraph 2 or under paregraph 3,
reaches the above-mentioned prioes of the 29th July settle-
ment, the bank oonoerned or the Bank of England, «sS the oase
may Be shall have the right of oalling from the borrowers
for the repeyment of their loans to the extent of the value
of suoh seourities, and should suoh request not be complied
with, the Bank shall have the right of selling suoh
securities for acoount of the borrowers, but not under the
above-mentioned prioes.
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. Lenders taeking advantage of the Scheme shall be
bound by the same conditions as the banks under paragraph 2.
In the event of any lender who might take advantage of the
Soheme not doing 80, but seeking to realise his securities,
the Stock Exohange as a body shall oppose the application on
the vorrower‘s behalf under "The Courts (Emergency Powers)
"Act, 1914."

The Stook Exchange Committee undertake to make rules to
seoure that, where any loans have been used for the purpose
of meklng other loans on the Stock Exchange, or for the
purpose of carrying over stock, the advantages of the schemre
shall extend, so far as practicable, to the clients and
other parties concerned.

9. The Stocl< Exchange Committee will not reopen the
Stock Exchange without submitting the proposed date and

conditions of such reopening to the Treasury and obtaining
their consent.

Treasury Chambers, S.W.,

October 31st, 1914.
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ADVANNCES AGAINST WAR LOAN

The Banl¢ of England are prepared to advance to
holders of WAR LOAN, 1925-1928, sums not exceeding the
emount paid-up on their holdings, without margin, whether
such holdings be partly peid or fully peaid. and holders of
ellotments which are partly peid may apply for advances to
enable them to psy all or pert of the further sums payeable
in respect thereof

Advaences will only be made in sums which are
multiples of £10,

Interest on advances granted under this arrange
ment will be charged at a rate not exceeding one per cent
below the current Bank Rate vsxying, and will be pgyable
on the 1lst March and lst September In the cast
advance repaid between those dates, any balance of
interest due in respeot thereof will be payable forthwith.

Repayment of Advences, in whole or in part, may
be effected at any time at the will of the borrower, but
repayment will not be demanded by the Bankk before the 1lst
March, 1918, provided the interest is punctuelly paid
Borrowers who have rzpasid their advances, in whole or in
part, and those who have only borrowed in respect of a

portion of the paid-up value of their holdings, may apply
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for further advances within the iimit of the paid-up value

of the Security.

Applicante not slready kmown to the Bank will be
required to furnish s letier of introduction and recommendsa
tion from their own Bankers, or from some person or firm

known to the Bank.

Persons to whom advances may be granted ggainst
holdirigs represented by Allotment Letters, Scrip Certifi
cates, and/or Bonds, will be required to deposit such
holdings with the Bark, who reserve to themselves the
right to hold the Secuxrity at their option either in
Bearer form or as Stock inscribed in their name or in
the names of their nominees. Those to whom advances
mey be granted sagainst holdings of Inscribed Stock will
be required to transfer the Stock to the Bank or their
nominees, and, where necessary, the transferor will be
required to furnish the usual proof of identity
necessary in connection with transfers of Inscribed

Stock.

Note . The %%4% War Loan Prospectus was dated the 17th
November 19l4; the lists were opened on the 18th al-
though the foregoing Memoramdum is dated December 1014
the f'acilities for borrowing at the Bank of England
were gnnounced simultaneously with the issue of the

Loan, as the following extracts from “The Times" show:-
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Extract from the financial columns of "The
Times” Wednesdsy, 1Bth Movember, 1914
"“Bank of England will be prepared, for a
“period of three years (ssy, until March 1lst, 1918)
"to lend on the War Loan, teken at the issue price
“without margin, at 1 per cent. under the current

"Bank Rate."

BExtract from the Leading Article of "The
Times" Wednesdey, 1l8th November, 171

"The fact that the Bank of England is
"prepared to make loans on this Security up to
“its issue value, viz., £35 on £100 of the Stock
"at 1 per cent. under Bank Rate during the next
"three years, is itself a guarantee that the
"price will at least not fall, and it is much

"more lilely to appreciate
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BANK ACT (SUSEENSION)

Hansard — 9th November 1915

45 and 46. MR. RUPERT GWYNNE asked the Prime
Minister (1) if in fact the Bank Act was suspended in August,
1914; if so, to what extent notes were issued beyond the
limit fixed by Law; and (2) if the letter, dated 1st August,
1914, from the Prime Minister and the then Chancellor of the
Exohequer to the Bank of England, authorising the suspension
of the Bank Act, has now been cancelled; and, if so, on
what date?

The PRIME MINISTER: The authority of 1st August
was never acted upon and was suspended by Section 3 of the
Currency and Bank Notes Act, 1914, which received the Royal
Assent on Thursday, 6th August. On 7th and 8th August, as
adequate supplies of currency notes were not for the moment
available, oertain notes of the Bank of England were used at
the request of the Treasury for the purpose of advances to
bankers under the Currency and Bank Notes Aot, the maximwn
exoess involved being £3, 043, 000. By 10th August the
pogition as regards the bank notes had beoome normal in all
respects,

MR. GWYNNE: Will the right hon.Gentleman say why a
statement was not made publicly in this House as has been
the case previously when a letter of this kind has passed
between the Chancellor and the Bank.

The PRIME MINISTER: Because we zZre in a stcte of
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SIR J.D.REES: It is within the discretion of the
Governor of the Bank of England to omit to act immediately
upon such a letter as that referred to?

The FPRIME MINISTER: Yes, Sir, cexrtainly.
MR. GWYNNE: Are we to understand that the letter

is suspended and has no effect?

The PRIME MINISTER: No, it is not suspended.
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FEDERAL RESERVE BOARD'S WARNING

ISSUED

28THK NOVEMBER 1916

In view of contradictory reports which have
apreared in the Press regarding the comnmnittee's attitude
toward purohasing by the banks in this country of Treasury
bills of foreign Governments, the Board deems it a duty to
define its position olearly.

In meking this statement the Board desires to
disolaim any intention of discussing the finances, or of
reflecting upon the financial stability of any nation, but
wishes it understood that it seeks to deal with general
prinoiples which affeot all alike

The Board does not appreciate the view freely
expressed of late that further importations of large emounts
of gold must of necessity prove a source of danger or distur-
banoe to this country; that danger the Board believes will
arise only in oase the inflowing gold should remain uncon-
trolled, and be permitted to become the basis of undesirable
loan expension and of inflation.

There are means, however, of controlling aooessions
of gold by proper and voluntary oo-operetion of the banks, or
if need be by legislative enactment.

An important step in this direction would be the

antiolpation of the final transfer of reserves contemplated
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by the Federal Reserve Act to become effeotive on November 16,
1917. This date oould be advanced to February or Merch,
1917.

Member banks would then be placed on the permanent
basis of their reserve reguirements, and fictitious reserves
would then disappear, and the banks have a olearer conception
of aotual reserve and financial conditions.

It will then appear that while & large increase in
the oountry's gold holdings has taken place, the expansion of
loans and deposits has been such that there will not remein
any excess of reserves apart from the important reserve
loaning power of the Federal Reserve Banks. In these circum-
stanoes the Board feels that member banks should pursue a
polioy of keeping themselves liquid, of not loaning down to
the legal 1limit, but of maintaining an excess of reserves not
with reserve agents, where their balances are loaned out, and
constitute no actual reserve, but in their own vaults, or
prefexebly with their Federal Reserve Banks.

The Board believes that at this time banks should
proceed with much caution in locking up their funds in long-
term obligations, or in investments which are short-term in
fomn or name, but whioh, either by oontrect or through force
of oircumstances, may in the aggregate have to be renewed
until noxmal oonditions return.

The Boa.rd does not underteke to foreoast
probabilities or to speoify circumstanoes whioh may beoome

important factors in determining future oonditions.
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This concern and responsibility lies primerily
with the banking situation

[f, however, our banking institutions have to
intervene because foreign securities are offered faster
than they oan be absorbed by investors, that is by
depositors, an element would be introduoed into the
situation whioh, if not kept under control, would tend
toward ultimate injury to the economio development of this
country.

The natuial absorbing powers of the investment
market supplies an important regulator of the volume of our
sales to foreign countries in excess of the goods they send
us.

As to the latest form of borrowing, the Board, as
a matter of faot, understands that it is expected to place
it primarily with the banks; in fact, it would appear so
attrective that unless a broader point of view be adopted,
individual bankers might easily be tempted to invest in it
to suoh extent that the banking resources in this oountry
employed in this manner might run into many hundreds of
millions of dollara.

While the loans may be short in form and severelly
may be oolleoted at maturity, the objeot of the borrower
must be to attempt to renew them ocolleotively, with the
result that the sggregate amount placed here will remain

until suoh time as 1t may be advantageously converted into a
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long-texm obligation.

It would, therefore, seem as a consequence, that
Jiquid funds of our banis, whioh should be available for
short oredit facilities to our merchants, nanufaoturers and
farmers, would be exposed to the danger of being absorbed
for other purposes to a dispi’oportionate degree, espeoially
in view of the fact that many of our banks and trust
oompanies are already carrying substantial amounts of foreign
obligations and of acceptances, which they are under
agreement to renew.

The Board deems it, therefore, its duty to ceution
the member banks that it does not regard it in the interest
of the country at this time that they invest in foreign
Treasury bills of this character.

The Board does not consider that it is called upon
to advise private investors, but, as the United States is
fast beooming the banker of foreign countries in all parts
of the world, it takes oooasion to suggest that the investor
should reoeive full and authoritative data, pertioularly in
the case of unsecured loans, in order that he may judge the
future intelligently, in the light of present conditions,
and in oonjunotion with the eoonomic developments of the
past.

The United States has now atteined a position of
wealth and international financial power which, in the

natural oourse of events, it could not have reaohed for
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generations, .nd we rnust be careful not to impair this
position of strength and independence.

We need not fear that our business will fall off
perceptibly should we become more conservative in the matter
of investing in loans, because there are still hundreds of
millions of our own and foreign securitles held abroad which
our investors should be glad to take over, and, moreover,
trede can be acoumulated in other direotions.

In the opinion of the Board, it is the duty of our
banks to remain liquid, in order that they may be able to
oontinue to respond to our home requirements, the nature and
scope ¢f which none can foresee, and in order that our
present eoonomio and financial strength may be z&intained
when, at the end of the war, we shall wish to do our full
share in the work of international reoonstruction and
development whioh will then lie aheed of us, and when a
olearer understanding of eoonomic oonditions, as they will
then exist, will enable this country more safely and

intelligently to do its proper part in the finanoial

rehebilitation of the world.
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EXPORT OF CAPITAIL,

D. 0. R.A. Regulation 41D of 21st December 1917

41D. A person resident in the United Kingdom shall not
without permission in writing from the Treasury, directly or
indirectly, either on his own behalf or on behalf of any
other person resident in the United Kingdom -
(2) send any remittance out of the United Kingdom for
the purpose of -
(a) making, or subscribing to, any loan or subscribing
to any issue of capital outside the United
Kingdom; or
(b) purchasing any stook, shares or other securities,
or any property other than merohandise, if the
seourities or property are not in the United
Kingdom; or
(c) purchasing any foreign currenoy to be held with a
view to appreciation in value or as an investment;
or
(2) take part in, or agree or offer to take part in, eny
of the above-mentioned trensactions if such trensaction
involves the sending of any remittance out of the United
Kingdon.,
Any Banker or person aoting in any similar capacity
8hall, as a oondition of sending out of the United Kingdom
any remittanoe on behalf of any person resident in the United

Kingdom, require the person resident in the United Kingdom to

Bank of England Archive (M7/159)



THE BANK OF ENGLAND, 1014—1021

make a deolaration in writing as to the purpose for which
the remittance i® proposed to be sent.

In any proceedings under this regulation any
purchase or agreement or offer to purchase foreign currency
shall be deemed to be for the purpose of holding the same
with a view to appreciation in value or as an investment
unless the oontrary is proved.

Any reference in this regulation to the sending of
a remittanoe out of the United Kingdom shall be deemed to
inolude a reference to placing money in the Unlted Kingdom
at the disposal of a person not resident in the United
Kingdom.

If any person acts in contravention of any of the
provisions of this regulation, or If any person in any such
deolaration as aforesaid makes any statement which isg false
or misleading in any material particular, that person shall

be guilty of a summary offence against these regulations
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EXTRACT FROM PROHIBITION OF IMPORT (NO.21) PROCLAMATION

21st Deocember 1917

As from and after the date hereof, subject as
hereinafter provided, the importation into the United
Kingdom of the following goods is hereby prohibited, viz:-

All bonds, debentures, stock and share certificates,
8crip and other documents of title relating to any stocks,
shares or other Securities; with the excepticn of matured
bonds redeemeble in the United Kingdom and coupons falling
due for payment in the United Kingdom.

Provided always, and it is hereby deolared, that
this prohibition shall not apply to eny such goods whioh are
imported under lioence given by or on behalf of Our Treasury,
and subject to the provisions and conditions of suoh licence.

This Proclamation may be cited as the Prohibition

of Import (No.21) Proclamation, 1917
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LORD CUNLIFFE'S SPERCH AT GENERAL COURT OF PROPRIETORS

21ST MARCH 1918

As this is the last occasion on which 1 shall have
the honour of presiding over this Court, I wish to tender to
you, the Proprietors, my heartfelt thanks for the considere.tion
and oonfidence placed in the Direotors during these past years
of war.

We have been faced by many difficulties which would
have been rendered infinitely more trying if not well nigh
insupportable, had we not felt assured that you trusted us and
approved, I will not say of all we have done, but of the great
mjority of our actions.

The Bank has not been so fortunate in escaping
outside criticism, much of it just, some a little unfair, but
I think you will agree that we have not done so very badly
when it is considered that we have been working with a some-
what antiquated instrument, and that we were confronted in
August 1914 with a crisis of such magnitude as not even the
most far seeing of us could have expected and prepared for.

There oan be no doubt that when war broke out
British finance was ocaught unaweares. We had not been deli-
berately setting our house in order, as our enemnles had done,
in readiness for a pre-arranged struggle for world supremsoy,
and many problems had to be solved without its being posgible
to give to eaoh one due and proper consideration, leading

inevitably to some mistakes. However, even in times of peaoe
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mistekes ray and do occur, and in those strenuous days the
chief thing was to act and act quickly, taking the risk of a
few blunders.

I do not wish to dwell on the part played by the
Bank in overcoming the difficulties that bristled on every
side, but I am anXious to emphasise the importance of the
share taken by the other Banks of the United Kingdom in
bringing the Country into comparetive safety, or, at any
rate, in avoiding any very serious finanoial trouble or
breakdown.

Without the cordial help and support of the Great
Banls we should have been powerless, and no one knows what
that support has meant better than myself.

Unity is Strength, and I can assert with confidence
that our relations with the other Bankers are of such a
cordial nature and c¢n such a mutually sstisfactory basis that
complete oonfidence has been established between us so that
any crisis brought about by want of cohesion now is
inoonoeivable.

I will even go further, and eXpress my conviction
thet had the same cohesion and mutual confidence existed in
August 1914, we oould have sailed through those very stormy
wa.ters, possibly under bare poles, but without material
damage and certainly without any Bankers' Moretorium, which
particular Moratorium, however, vas never in my opinion

really neoessary.
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The Bank of England is very greatly indebted to
the other Banks for most loyal suwport and assistance, and
we are glad to aoknowledge it.

I wish also to record my personal gratitude to the
three Ministers who have filled the office of Chanocellor of
the Exchequer during my Governorship.

The City is to be oongratulated upon the very
generous treatment accorded to it by the special Ministers
of the Crown, whose rulings most affect us here, and
we shall all concur in this that they have always been
aocessible and instead of taldng over the entire finance of
the Country have oo-operated with the City to our mutual
advantage, for whioh we are all truly thankful.

Now we have been reading of meetings and
resolutions adopted by various Chambers of Commerce, suggest-
ing meny and drastic alterations in the Bank Charter and the
Bank Aot of 1844, which must have interested the Proprietors
almost as muoh a8 the Court of Direotors.

I an the last person to advise the "swapping of
"horses on orossing the strean" if there is a fair prospeot
of reaohing the bank in safety, but however good the old
tired horse may once have been it would be sheer folly not
to ohange after the orossing has been safely made, and the
Proprietors may rest assured that better and more up to date
machinery is in oourse of being set up, and will, I trust,

be ready and obtaln Pariliamentary sanction in time to oombat
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suocoessfully the many difficulties that I see in store for
the Bank after the war.

Being the Chairman of the Committee that has been
appointed to consider this problem among cthers I mist say
no more beyond assuring you that the Committee is fully
allve to the faot that both the old Charter and the Act of
1844, well as they have served their time, stand in much
need of revision,

Perhaps some may be expecting of me a prophecy
regarding the duration of the war, That would be too
futile, but I may be allowed to assure you that if our
enemies are oounting on our financial exhaustion they have
many yeax8 of hard fighting before them.

We nust, however, realise that it is impezrative
that we should exercise the strictest economy in all matters
of finance and subordinate our own interests to those of the
nation, so that we may worthily bear our share of the great
burden,

The City has already responded manfully to the call,
as is evident from the fact that our financial position to-day
is not materially weakening, and, though there was a time,
before we had settled down to our work, when even well
informed business men shook their heads and feared the worst,
I think we may safely say that though the struggle may not
eéven now have reached its most critical stage, we are ready

for any probable eventuality, and that with the exercise of
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watohfulness and due econony, to which have already
referred, we may be assured of success in our own field as
in the field of battle.

You must allow me to say a few words in praise of
our offioials and staff, for I am sure you &ll recognise, as
I am glad to know the Government and very generelly speaking
the publio, do, the really gigantic work that has been
aooomplished notwithstanding the large numbers that are

away at the "front'.

BExoellent as our lady clerks are, they have had to
be treined, but throughout the Benk the spirit of goodwill
and the desire to help the Country have gone far to ensure
effioiency and promptness, the two great essentials, yet few
can have any oonoeption of the clerical work involved in the
gathering in and oolleoting, to say nothing of paying out
and distributing from five to eight millions daily and that
is only an item of the task that has devolved on your staff

owing to the war and the vast increase in Government business.

We have lately been treated to many diversities of
opinion regarding the "Press” but for my own pexrt I should
like to offer that most important body my unqualified thanks
for the servioes they have rendered the Bank during these
difficult years, not only by what they have said but what
they have abstained from saying.

Their retioence and their criticism have been

alike useful, not to mention the encouregement and approbation
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which they have often expressed.

The criticisms may sometimes have been rather
severe, but rough or smooth I have read them with interest
and on not a few occasiong have been able to “poach” valuable
ideas and suggestions from our '"newspaper critics'.

In conclusion may I say that in leaving the Chair
I am making way for an admirable successor, Sir Brien Cokayne,
with whom it has been my privilege to work for the last three
years in perfect accord.

His discretion and business ability have been
invaluable to me, and have greatly lightened the load of
responSibility which must attach to the offlice of Governor in
such anxious times.

If you do him the honour to elect him, as I hope
you will, I am confident from my own experience of his
quality that you will have every reason to congratulate your-
selves, and I hope you will accord him the same generous
support and encouragement which you have always given to his
predecessors.

Sir Brien, you may be sure, will work whole-

heartedly f'or the good of the Country and the honour of the
Bank of' England,
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MINUTES OF EVIDENCE

taken before the

COMMITTEE

on

CURRENCY AND PFPOREJIQGN EXCHANGES

at

Committee Room 3, House of Lords.

TWENTY FIRST DAY
Monday, July 8, 1918.

FRESENT : —

The Right Hon. LORD CUNLI F F E, G.B.E.,
(Chairman)

The Hon.RUPERT BECKETT,

Sir JOHN BRADBURY, X.C.B.,

Mr.G.C.CASSELS,

Mr.GASPARD FARRER,

Mr.W.H.N.GOSCHEN,

The Right Hon. LORD INCHCAPE OF STRATHNAVER, G.C.M.G.,
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SIR BRIEN COKAYNE. K.B.E.

Called and examined

CHAIRMAN: We have been looking forward to your coming for a

long time, and I am sorry we should have such a very
small Committee here, but we know the influenza is
responsible for the absence of some members, perhe.ps
some others will be here lxter on. I wish all the
Committee could have been present, but I have no doubt
that we shall ask you to come here again to help us.
You are, of oourse, one of the most important witnesses,
and if you can allow us, we should like to consgult you,
not ss8 a witness giving evidence, but reslly in consul-
tation now and again before our work is terminated.
We gave you a short list of questions conveying the
lines on which we wish you to give evidence, and you
have sent me your answers, but they have not been circu-
lated to the Committee, so I think we hed better simply
take them seriatim, and then we can ask you to explain
some of them and g0 into some of them & little more
fully efterwards. The first is - Would you agreee that
there is now considerable credit inflation?

Yes.

[f so, can you suggest any means by which it might be
reduoced after the wax?

The means are excellently suggested in the aquestionnaire
itself - in No. 2,

The second question is - Would you agree that for this
purpose it is desirable that Government borrowings
should cease at the earliest possible moment, end that
expenditure should be reduced well within revenue, so
that there should be a substantizl sinking fund for the
reduction of debt?

Yes. They are both very desirable, but we draw rather a
distinction between the Government borrowings of the
savings of the people and the Government borrowings from
the Bank of England, which are & pure creation of credit.
As to the last, of course, it is most desirable that
they should cease at the earliest possible moment. 1t
might perhaps be necessary for the Government to borrow
in one form or another from the savings of the people,
but thet is not nearly so mischievous.

Would that reduce the so-called inflation? s not the
only way to reduce the inflation, supposing there is

inflation, by making our income exceed our expenditure
directly this war is over?
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A. Undoubtedly that is so ~ they should reduce their
expenditure to within their revenue at the earliest
possible moment. do not know what necessary expenses
there nmay be immedietely after the war; it is auite
conoeivable that the expenses cannot be cut off short
directly the war comes to an end, but the sooner the
Government can stop berrowing and liwve within its income,
the better f'or the oountry. That is the only way.

Q. Our third question is - What action should, in your
opinion, be tasken to restore znd meintain the for'eign
exchanges after the war?

A. There again one of the questions suggests the answer. 4
would wlso be necessary for the Government to arrcnge
all its foreign debts; that is one of the preliminaries.

Q. The foreign debts?

A. Yes, the Government must arrange its numerous forei
debts before the foreign exchanges can be put right

Q. Still, we ghall have to continue to pay interest on our

f'oreign debts and that will continue to afiect the
exchanges adversely.

A. Undoubtedly there will be the interest, but mean to say
the short foreign debts ought to be got out of the way
as quickly as possible.

SIR JOHN BRADBURY: Do you mean they ought to be funded,
Mr.Governor?

A. Yes some arrangement should be wade so that you are not
constantly required to provide for the repcyment of
debts; mean to say, so long as you have these debts

outstanding that are constantly maturing, you cennot
very well get the exchanges right.

CHATRMAN: But the funding of the debt would only postpone
the evil moment, and you would have to continue to pay
the interest.

A. Yes, you would have to do that, no doubt.

Q. Therefore, the result is we must have our money dearer
and dearer and the main thing is that we must export
more,

A. Bxactly - export more and import less. That is really
the orux of the mstter.

Q. Do you think that the contimuance of the Exchange
Committee after the war would be desirable?

A. Our view ig that the zppointment of thet Committee was a
wer measure, and thet there is no reason why the
Committee should not be dissolved &8 soon as the need for

exceptional mesasures has ceased.
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You are aware thet we are only proposing here to deal
with, say, ten years following the conclusion of peace.
It will be some years, probably the full ten 3
before the foreign exchanges will assume norwal
conditions and exoeptional measures cease?

Yes.

Would it not be well, therefore, that gsome small committee
of experts, with a representative of the Treasury and &
representative of-the Foreign Office, should meet for
congultation?

So long as the Treasury has to interfere in exchange
natters - they are not usually the province of the
Treasury, are they? - so long as they have to take
exceptional measures, so long, suppose, they would
like to have an Exchange Committee to consult with.
That need not necessarily be during the whole of the
reconstruction period, need it?

I was asking the question. The Treasury will have a
great deal surely to do with the foreign exchanges owing
to these great debts that we have contracted abroad?

VWiEEL

And also, I think - guite properly - the Foreign Office
have determined to take much more of a lead in
commeroial matters than they have done in the past.

That would not be merely during the reconstruction period,
I suppose, but permanently?

It would be carried on presumsbly indefinitely.

Quite so. Were you suggesting that so long as the
Foreign Office tekes a more active part in promoting
British trsde abrood, so long would it be desirsble to
have an Exohange Committee ir. existence? [s that the
implication of your question?

was trying to find out your views.

I should not have thought that for that purpose it would
be necessary. That would be keeping the Exchange
Comnittee going in perpetuity, would it not?

Por a considerable time.
As soon as the Treasui’y ceases to have to take all the
exoeptional measures that it has been obliged to take
during the war and winds up that business they will have
no partioular need for an Excharnge Committee; but there
is no doubt, as you say, that would take some little
time. It does not seem to be necessary to determine
now when that Committee's functions should cease. t
would depend so much upon the circumstances.
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t may be for this Committee to recommend theat they
should continue - it may be, but I do not know.
Quite so.

As the Chairwan of that Committee we venture to aquest
you on the subject.

That was our view, that as soon ag the need for
exceptional measures by the Treasury ceases, they would
not require an Exchange Committee. But one cannot say
at this time when that need for exceptional measures
would cease

The next question is - Do you agree that the most
effective method is the maintenance of higher money
rates in this country than in countries our excharye
with which may be unfavoureble?

Yes, undoubtedly, because that tends to check imports,
and one of the most important things, as you were sayir
Just now, is to increase exports. Of course, it is
easier to say that than to say how it is to be done, but
that is the fundemental remedy - to increase exports and
decrease imports.

LORD INCHCAPE: You do not want to decrease the quantities

you import so much as to get the price of the
commodities down if you want to increase your exports.

A. You must import raw materizl ycu mean? -~ aquite so.

CHAIRMAN: Our next question is - Should an attempt be made

to restore the internal circulation of £old?

A. Of course not yet, but eventually it should be encoureged,

though not forcibly. It would be a good thing for the
people to fill their pockets egain with gold if they
choose, but just now there is not the gold to fill them
with, so nothing could be done yet.

Q. Could you not put aside the idea of ‘eventually'; that

will not probably happen during the ten years of the
reconstruction period, and our trade would be very
hesvily texed in the way of interest and disccunt charges
if we are to keep the gold we have and obtain anything
like the quantity of gold that some of our witnesses

have suggested, That can only be done by keeping up

our rates here, and if, in addition to that, we have to
set cgide some for the pockets of the people, the burden
will be too heavy, will it not?

A. You are speaking of an extra accumulation in the central

reserve, are you not?
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That will have to be larger if there are going to be more
notes in the pockets of the people. A larger issue of
notes will entail a larger fund of gold as cover for it.
Or do you mean that you want to accumulate & surplus
fyund of £old over and above what is required for the
note ciroulation?

No: the gold in the pockets of the people would be a
surplus fund.

Quite so; but if you have notes in the pockets of the
people instead of gold, then you coulé have more gold
in your oentral institution.

It is very easy to =say we must have so much gold, but you
and I know how very difficult it is to get gold and
keep it?

Yes.

In the past, as soon as we have shown that we have about
forty milllons of gold, it was impossible to get more.
Exactly; but that of course does not apply to the gold in
the pockets of the people. That gold does not show,
and therefore it can be kept, and therefore it is a very

desirable form of reserve. It has, of course, been
immensely useful in this wer to have all that hidden
reserve in the pockets of the people.

was wondering if it was the most economical wey of
having a gold reserve?

I do not see that it makes very much difference,. If you
are going to have notes that are cashable into gold,
then all those that prefer carxying gold to carrying
notes in their pockets will tarn them into gold as soon
as they can.

That is one of the dangers. s it desirable to have it?
Would not the only alternative be that your notes should
be, in some sense at any rate, inconvertible, or that

their oonversion sghould be discouraged?

For internal purposes?
I mean that.

Phat would be the most economical way of doing it.

It does not seem easy to go further than that -~ to say one
ought to sim at eventually letting everybody heve gold
in his pocket if he prefers it to notes

LORD INCHCAPE: To get back to where we were?

Yes.

MR.JEANS: Do you thirk there will be any desire on the part

of the public to revert to zold?
It would be very difficult to say. I expect a good many
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people, when they hear that they can get sovereigns for
their £1 notes, would rush to get sovereigns; and as
soon as they have been caerrying them about for a bit a
g£ood meny of them would feel it is really mich handier
to have notes, and would go back to the notes again.
There 1s no doubt the notes are very popular, and they
have many oonveniences; but I should think very likely
the first effect would be that a great many people would
cash their notes. It is auite impossible to say how
far that would be permanent.

Q. Is it desirable to encourage that, seeing thet this desire
for gold will prohably be of short duration, because in
the meantime it will upset oalculations?

A. I beg your pardon, I did not quite follow.

Q. Is it desirable to encourage the public to seek to exchange
their notes for gold?

A. I should say so. should say that the surest way to
me.ke them heppy with their notes is to tell them to come
and get rold f'or them.

Q. It would have a disturbing effect in the meantime?

A. It would mean that you could not afford to do it until you
had got plenty of gold. That is all. But if they ere
to be discouraged from oashing their notes, you can
hardly call them gold warrants, can you?

Q. It is difficult to say what use the =old is more than the
notes, or what advantages it has over the notes.
A. That is so. I ghould thirk very likely the bulk of the

population will come to that view sooner or later; some
of them no doubt hold it already.

LORD INCHCAPE: They have got used to the notes now?
I think so

In Sootland you practioelly never see eny gold.
You never did very mmuch, did you?

No, you only see the £1 note, and thet has been the oas
for fifty years.
Exactly.

> o pPo p

CHATRMAN: We have heard meny unfavourable comparisons
between the sms,ll amount of gold we held before the war
and that held by Prance, Germany &nd Russias, and now we
shall hear that ags.in. Of course, we can never hope to
compete with Americe. in gold holding; but, a good deal
of oapital was made out of it, and a good deal of credit
wes teken for the gold in the pockets of the people.
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One said there was one hundred millions, another that

there was fifty millions, a third that we were under-

rating it and a fourth that we were overrating it, .,

&o. f we held all the gold in one central place, we

should compare more favourably with France and Germany

and those countries where they only have one store?
Yes; 1t would look better on paper.

And to gome extent it would tend towards less frequent
changes in the rate of discount?
Do you think it would?

You could have an export of ten millions of gold out of a
reserve of 150 millions, and you could stand that much
more easily than you could ten millions out of a xr'eserve
of forty millions.

I am not sure of that; but it would not look so ba.d.

We are on the principles of credit

I am not at all sure that it would make eny difference in
the variations in the Bank Rate - do not see why it
should at all.

This gold in the pockets of the people and in the coff'ers
off various bankers, it has been said here, is out of the
current and is in the back-wzter and cannot be got at?

That is so.

Therefore, it was not very useful. On the other hand, if
the public do take very kindly to the notes, and there
is no necessity for an intermal gold circulstion, and the
gold is stored away, it is no good at all for export,
which is the principal use we should have to put our
gold to.

. You gre referring now to the gold in the pockets of the

people and in the bankers' vaults?

Tn the pockets of the people and with the Joint Stock
Bankers.

That gold, of course, is no good for regulating the
exchanges.

.JEANS: The effect on the public mind is losSt entirely

if it is not published.

Yes; but still, as I say, you are driven back to that,
that if your note is to be convertible you must let
people convert it if they wish, and that means you
must let them carry the g£old about with them.

I was referring to the gold held by the bankers;
unless the amount of that gold is published, it hes
no effect as a reserve on the mind of the public
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A, And even when it is published it is of no use to the

country. [t may be of some use to the individual bank
if they find it useful, but it is of no use to the
countxy.

CHAIRMMYN: Theref'ore, you might almost say that it is &
luxury?

A. BExsotly, espeoially during the reconstruction period when
you are struggling to get back to sound money.

Q. We shall not be able to afford luxuries?

A, No, you certsinly will not at first; but, as I say, as far
as the gold in the bankers' vaults is concerned, I
really do not see, if they choose to afford that luxury,
when the country has got plenty of #old for its own
purposges, why they should not do so if they like. But
it really is of no use to the country as a whole, except
in the same sense that the zold in the pockets of the
people is, that is to say that it oan be commandeered
in the case of a war as it was.

LORD INCHCAPE: Voluntarily commandeered
A. Was it?

Q. 1t was only a request made by the Government; There was
never any compulsion.

A. Yes, exaotly; it was voluntarily commandeered if any one
may use that expression.

CHAIRMAN: Now we pass to question No.7: On whet basis
should the note issue be based? Should the currency
note issue continue to be in the hands of the Government,
or be gradually transferred to the Benk of England?

A, What we think is that from a date to be agreed on the Bank
of Englend had better take up the issue of the £1 =nnd
10s. notes, and that from that date the currency notes
should oease to be issued and should be paid off by the
Currenoy Note Department. The Bank should provide gold
and gseourities against its own fresh issue. There
would then be only one issue of £1 and 10s. notes and
notes of higher denominations.

MR,JEANS: Do you think it is desirable that the issue of 10s.
notes should be oontinued?

A. The half sovereign is rather an extravagant coin. Do you
suggest that the country should be satisfied with silver?

Q. No, I do not; rather think the other way, but I was
asking you.

A. I should not think so. Really, I have not thought much
about it, I have looked upon the 10s. note as a thing

which hed come to stayr, just like the £1 note, and
thouwght that it would be rather diff'icult to do without
it again.
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CHAIRMAN: If the Bank of England issues 10s. notes, would

you have them payable ir. silver and keep a reserve of
silver against them?

That is a new point which have nct thought about. n
order to avoid the half sovereign do you mean?

Please think it over; as I said to begin
hope to see you again. At the present
not very material.

It is not urgent, at any rate.

We have ha.d several witnesses here who have desired, or
suggested, or advocated the continuance of the Treasur;r
notes and the Bank of England notes rimning concurrently.
I agk you if you know of any plan or method, if that
plan were adopted and they were continued concurrently,
whereby the export demand should fall equally on the
reserve held against the currency notes and the reserve
held against the Bank of England notes?

That would be very complicated.

Say you hold the same gold reserve egainst either, it
seems to me that the currency notes would alweys be in
a better position than the bank notes, and the reserves
of the latter would be liable to be depleted by every
foreign demand that sprang up.

Yes ; think that it would be a complication to have
them both running concurrently. Besides, it might
lead to some difference of opinion in their respective
value. You would have them both legal tender suppose?
Both?
I do not mean that the bank note would be legal tender
for pa.yment by itself, of course. Would it not be

open to that objection, that at some periods people
might think that one form of our legal tender paper was
worth more then the other form? t would be a
dreadf'ul thing to have one at 2 premium over the other

And it would never be the Bank of England note,
unfortunately.

I do rot suppose it would, but I do not know; at present,
on the Continent, for instance . 4

For the present, the submarine and one thing and another
prevent the export of gold.

You were saying it would never be the Bank of England note,
but at present, when there is a perfectly feir field for

both . .
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Q. The export of gold is impossible now owing to submarines,
but as soon as the war is over end there is free export
of gold, without the present very high rates of insurance,
freight, &c.; then, if anybody had occa.sion to export
gold, they would exchange their ourrency notes for bank
notes and withdrow their gold.

A. T was not referring to the fact that there is a premium on
both sorts of note on the Continent, but to the fact that
the Bank of England note stands, or hus been staonding,
at a higher premium than the Treasury note. only use
that as an example, to show that it is conceivable that
at one time the Bank of England note might be held to be
better then the Treasury note, and ot another time the
Preasury note might be held to be better than the Bank
of England note.

Q. I do not think jou must take the present position on the
Continent &s indiceting what will happen.
A, Just so.

Q. You oannot explain the reason for that demand now?
A. I do not pretend that that proves that the Bank of England
note is & better note than the Treasury note.

SIR JOHN BRADBURY: They both are of vazlue, and the only
difference, I take it, thot could arise would arise if
one of the issues was inconvertible; if they ere both
oonvertible in the end,; you carnot get any difference?

That is so.

>

I mean effective difference.

. Quite so, and there ought not to be, ought there? Do you
think thet, although the Treesury note has been a
necessity during the war, Parliament is likely to
ge.nction the Government going on printing its own notes
in times of pes.ce? What do you think, Sir John?

>O

. 1 am here rather to ask questions than to answer them,
It i1s not a gquestion on which I profess to be a judge at
all, but that was our view, that they would not be likely
to sanction it.

>

CHAIRMAN: Would it be practicable and desireble, both from
the point of view of the public as well as from the point
of view of the Bank of England, that all the notes should
be dated from the head office and redeemable in gold only
at the head office?

A. You mean to sgy that there should be no branch notes?

Q. Yes.
A. Tt would be an inconvenience, would it not, to the publio?
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Would it? It would economise the use of gold?
Yes, it would.

If the bankers did not pay out gold to the public. The
emount of gold that the bankers now draw in the
provinoes is very small, in fact st the present moment
they draw nothing at all.

Quite so. You are ta.lking just now of the reconstruction
period?

I am alwayg talking of the reconstruction period.
Of the period after it had been deoided to cae.sh the notes
in gold?

i—

do not want to touch on further than ten years at the
outside - really the reconstructional period.

I hope that within ten years gold will circulate in
oountry in so far as anyone cares to carry it, dont you?
Within the ten years after the war, I mean.

Personally I do not; I think it would be an extravagance
and a luxury.

If it is not to do so, in so far as people wish to hoid
gold instead of notes, then the note would not be really
absolutely convertible, would it, if, supposing the
people wished to convert it into gold, you have either
discouraged or prohibited them from doing so?

It does not prohibit it, but discourages it.
Would you continue to discourage it?

The point is that it does not discourage the export of
gold.
No, but you disoourage its use in England.

It does disoourage the use of gold, or the hoarding of
gold, in this country.

Your suggestion is that we should only cash the notes at
the head office. Would not people in the provinoes who
want gold get it from their bankers, and would not their
bankers have to get it up from London for them? It
seems8 to me that it is more a question of the
diffioulties of the bankers throughout the oountry. 163
a member of the publio went to his banker in Birmingham,
or anywhere in the Midlands, and said he preferred
sovereigns to notes, would they not oassh his notes for
him, and if the looal bank were not able to go to the
branoh in Birmingham and get gold for them, they would
send up to London for it, would they not?

Tt would disoourage that.
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A. It. might a little bit. It would put the bankers to more
inconvenienoce, but T do rot know whether it would aeter
the public themselves from using gold, if they were bent
on it. em not sure whether the chief reason why
people would ask for gold is not because they h:yve been
kept without it for so long; if so, they would think it
was rather a fine thing to get gold coin, but if they
knew they could get it whenever they went for it, they
would probably prefer the notes, or most of them would
I do not think it would have very much effeot except, as
I say, in giving more trouble to the bankers.

MR.QGOSCHEN: We wlways, I think, get our gold from London now
praotioally, and if we want to send it to the country,
we have sent 1t ourselves.

MR.BECKETT: At the same time, the smaller bankers would have
to hold gold for themselves, if they are not to rely on
a local branch of the Bank of England almost entirely in
order to obtain gold.

THE WITNESS: That would be so.
CHAIRMAN: They did that when gold was in free ciroulation.

MR. JEANS: That was prior to the issue of the £1 riote,
bt

MR.BECKETT: 1 thought understood Mr.Governor to sey that
he favoured the resumption of gold in the pockets of the
people. That means that local bankersgs 211 over the
countay must be prepared to let the people have gold in
exchange foir their cheques.

THE WITNESS: Eventually.

MR. BECKETT: Therefore, I think it is not too much to go a
step further, and say the bankexs would be put to a very
serious inconvenienoe if they cculd not get their gold
from the local branch of the Bank of England.

THE WITNESS: That would be so.

MR.BECKE'IT: Mr.Governor said he was in favour of getting
gold baok into the pockets of the people

THE WITNESS: In so far as they want it.

SIR JOHN BRADBURY: Surely: this question hardly arises on
Mr. Governor's suggestion. If gold is to circulate for
internal purposes to eny appreciable extent, then it

seemg to me to follow that the brexches of the Bank of
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England had mich better continue to issue their own
notes and redeem them in gold. The suggestion made

the Memorandum is rather on the basis that the internal
circulation of g£old could be discouraged altogether, and
that bankers throughout the country would not want gold
to issue to their customers for internal circuletion at
all, but only in very smell amounts for people going
abroad.

TH{& WITNESS: Then it would be useless to have branch notes.
Really that is what it would come to.

SIR JOHN BIRADBURY: The suggesticn was in order to make it
rether diff'icult for the community to take to gold again,
it would be better to make the whole of the notes, both
gurrency notes and Bank of England notes, pay.ble in
gold in Lcndon.

THE WITNESS: I cun quite see that, and my reply to
thet the only difficulty would be on the local

SIR JOHN BRADBURY: You were disposed to thirk that any
artificia.l difficulties put in the way of restoring the
gold to circulation would stimulate people's minds to
get it?

THE WITNESS. Precisely.

CHAIRMAN: That being so, will there not be great confusion
when the Bank of England issue £1 notes and 10s. notes
in Manchester, Liverpool and Bristol, and they have to
keep separate reserves in all these places in gold
against these local issues; particularly, I presume, as
these £1 notes issued in Manchester will not be ourrent
in Bristol,

SIR JOHN BRADBURY: They are all paywble in London es well &as
at the branch of issue sccording to the present prectice,

CHAIRM:N: Will the Manchester note Zc as well in Bristol?
Will it not rather go the same way as the Soottish note
does now?

SIR JOHN BRADBURY: The Manchester £5 note goes as readily in
Bristol as the London £5 note, becaiitse the Manchester £5
note is in f'act the London note and something more - it
carries with it all the rights of the London note plus
the rights of the Manchester note.

LORD TNCHCAPE: Tt would never do to heve ciroles of notes
where they were only paid within a certain circle
A. No, that would be very bad.
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CHAIRMAN: You cannot take a Manchester note to our agent in
Bristol and expect him to pay it
A. He alwsys does so for customers.

MR.GOSCHEN: There is no obligetion on him to do so, is
there?
A. No.

SIR JOHN BRADBURY: There is no obligation to pay the London
note either?
A. No.

SIR JOHN BRADBURY: I do not quite see why the Manchester
note should be less welcome in Bristol than the London
note, because both are payable in London, and the
Manchester note is, in addition, payable in Manchester.

MR.GOSCHEN: As a wetter of fact, you practically never have
one Manchester note or one Liverpool note in ten
thousand do jrou, in London - the ordinexrys person very
seldom gets one?

A. The circulation of the branch notes has been going up.

CHAIRMAN: I may have got hold of a mere's nest, but when it
wag discussed the other day I thought that if 10s. notes
£1 notes and the Bank of England notes remained legel
tender, and if jrou had them dated one from Manchester
and another from Liverpool, znd so on, it would be quite
confusing, and it would not do to have them all peid in
gold, and that it would be impossible to have the head
offioe notes paid in gold at Bristol, say.

Quite so.

You could not arrange to hold enough gold in Bristol to
pay anyone who chose to go there with Bank of England
notes; therefore, the only method is to have them &ll
paid at the head cffice, and only at the head office, in

gold.
A. 1t seems to me to be very much a matter for the
convenienoe of the bankers. If it was not putting them

to any inconvenience, it certainly is more trouble to
the Bank of England to have branch notes as well as the
head office notes. If the bankers would be prepared to
do without them, so much the better.

Q. I think this is & new idea for the Committee itselr;
perheaps we might a1l think it out.
I should like to talk it over at the Bank too

Now let us go to question No.8 - Will it be necessary to
keep larger gold reseives in this country than before
the war? ¥/hat should be apyroximately the zmount to
be aimed at?
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If there is a lerger note issue, of course it will be
necessarxry to keep a larger gold reserve against it.
Presumably there will be, but one cannot say to what
extent, nor therefore to what amount the reserve Ought
to be increased, unless, as I was saying just now, jyou
are referring to a further resexve beyond what is
required for the note issue.

Could you explain how that further reserve is to be
obtained and maintained?

That is the diffioulty. As I say, I imagined that you
were only speaking here of a reserve against the note

issue.

That is so. The other question has puzzled us at the
Bank for many generations.

Quite so.

I quite agree that until you know what the note issue is,
you oannot possibly tell me the arwount of gold; but we
could know something about the proportion. g it to be

one-third in gold against two-thirds in notes, or 40 per
cent in gold against 60 per cent in seourities, in fact
what proportion is to be aimed at?

We think the old plan is much better - to have a certain
limit of notes, which it is supposed will never be in
eny circumstances presented for payment, and 100 per

cent of ell the rest in gold. Thet is to say- our
present plan, and not a percentege of gold against every-
note.

SIR JOHN BRADBURY: In other words, a fixed fiduciery issue

and the exoess ciroulation to be pound for pound in
gold?

That is so. On the other hand the Americans, who heve
had the advantage of studying a.ll the other monetary
systens of the world, have adopted the other plan,; they
have fixed 40 per cent of gold against all their notes.

Thet is on the plan of treating the banking transactions
and the issue transactions of the iasuing bank as a
single entity, is it not? I mean they have not, if I
understand the American system rightly, a definite
reserve esrmarked against the note ciroulation, but have
a percentage of gold reserved to the total lisbilities
of the issuing bank?

Is that so?

I do not know how far the particular issuing authorities,
the Federal Reserve Banks, have transactions other than
issuing but they heve & certain amount of disoount
transactions, I believe.

Yes, but I thought the percentage of gold was applied to

the note issue.
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Q. I thought the percentage was applied to the total
liabilities of the issuing institution?
A. T am not sure,.

CHAIRMAN: Now No.9 - Would it be desirable that the banks
should transfer the gold now held by thew to the Bank
of Englend, so that the latter should be the centrel
and sole holder of the gold reserves of the country?

A, We think it would be very desirable, when we are trying
to accumulate gold, that it should all go into the
oentral stook, unless it were thought well to except
one per mil of their deposits, which was oonceded to
the bankers for some reason. If you remember, when
they placed all their gold at the disposal of the
Treasury:, they stipulated — I cannot remember exectly
why, beoause I do not think it is of any psrticular use
to them - that banks should retain one per mil of their
deposlt liabilities in gold. If there is any virtue
in that, it would be guite a small thing to conoede and
I do not know whether it would be worth a.ltering it.

In the same way all imports of zold should go to the
Bank of England, and it would also follow from that,
that there should be no ear-marking except at the Bank
of England, as there would not be any gold elsewhere to
ear-mark. We thought it would be & good thing during
the reconstruction period to have no ear—marking at the
Bank of England except with the Treasury consent, and
it might be convenient for the Bznk to be able to say
that Government approval would be required before they
oould ear-mark gold.

MR. BECKETT. 8 thet to include the foreign gold?
to be any ear-marking for foreign gold?
A. Do you mean foreign ooin held in the Bank?

Q. Yes, to the oredit of foreign naticng; would you not
ear-mark that?
A. I would not ear-mark for anybody.

CHAIRMAN: Unless you wished to?
A. Yes, unless we wished.

LORD INCHCAPE: Would you allow none of the joint stock
banks to retain any gold in their vaults?

A. No. When we are at work trying to scoumulate & stock of
gold for the use of the country-, T think it would
certainly be desirable that all the stocks of gold in
the hands of the banks, whioh are not, as the Chairman
put it just now, in the stream at all, should be put
into the centrel reserve.

Q. Would you epply that to private individuals too?
A. Yes, to everybody.
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Q. Nobody will be allowed to have any gold?

A. Unless, as I seay, there is any wvirtue, which I never
oould quite understand, in the one per mil of deposits
and I do not know what the object of it wes.

MR.GOSCHEN: That wee the same idea as the Chairman has put
foawerd - that a certain amount of the banls might
require to hold a little gold for people who are going
abroad. If gold is in circulation, the banks must hold
gold, nust they not?

A. This would be while we are reconstructing or prepering to
reoonstruct.

Q. During thet period would you not have & gold circulation®?
A. No; I would keep on as we are until we can afford it, and
aooumulate all the gold we can in the centrel reserve.

LORD INCHCAPE: Then you would go on on a paper bagi
The same &s we are to-day — no worse than we are to~d&y

Anybody can get gold now,
Yes, anybody can get it, but is not encouraged to do so.

You give him gold for a £5 note at the Bank of England.

Yes, if he really wents it, and shows good cause. Gold
is not required for internel purposes now, &nd the
exports of gold are also discoureged, so that if anyboqgy
does come and present a £5 note for pecyment, we always
make it our business to find out why he wants it. We
make cereful enquiries, because we are put on enquiry,
80 it is not at all & popular proceeding to come and
ohange a £5 note.

O o >

Would you oontinue the present system?
Exaotly the same as at present, and collect all the gold.

.

Until you got as much gold as you wanted?
Yes.

ro po

CHAIRMAN: In other words, you would discourage without
prohibition?

A. Preoisely. We think it would be a. great mistake to
prohibit the export of gold; it never has been
prohibited, but the Government presumably would have
the power to control the exports of gold, as they would
of any other commodity, if thet was neoessary. t does
not seem at all oertain that it would be necessary to
prohibit exports,

LORD INCHCAFPBE: It would be a very serious matter after the
war is ended if you were to ssgy: 'You cannot get pzold
'for export'.
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A. Quite so; but. it. does not. seemn certain that it will be
necessary to prohibit it at all.

CHATRMAN : was going to ask you why the one per ini.l should
be retained by the banks?
A, I really do not know.

Q. You have elrewdy given your answer.
A, As T say, it is a small thing.

Q. My point. is that. to show one per mil of gold in their
balanoe sheets would be against their credit rather then
to their credit.

A, T never really knew whether it was only an attempt to
preserve gome small portion of their etock of gold, or
whether it was for any praotical purposes.

MR.GOSCHEN: I think the idea was, in case anybody asked for a
little gold for any sSpecia.l purpose, we could give it to
them.

MR .JEANS. t was till money.

THE WITNESS: Most of the banks do rot show their gold
separately.

LORD INCHCAPE: Only one.

MR.BECKETT: They certainly would not show it
one per mil; they would not boast that.
A. No.

CHAIRMAN: You make a special point zbout the ear-marking of
gold by the Government but I do not know that the
Government would care to intexrfere in such a matter.
Hitherto the Bank has been quite oareful to keep its
gold, and I think every restriction of that sort would
rather imply that it was not a free gold market.

A. I think there is something in that. [t really is exactly
the same thing as exporting, and if we are to say
nothing about exporting, perhaps it would be better to
say nothing about ear-marking - it is exactly the same
thing.

Q. It, of oourse, is understood that the present prohibition
of the melting of sovereigns would be continued?
A. Yes, certainly; it should, 1 think.

Q. In regard to the export of gold, there was a suggestion
maede that bank notes shculd only be redeemed for 60 oz.
bars of the ordinary, wusual fineness for export;

therefore, for export purposes we should have g free

market, but for internal purposes not.
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That you should not redeem in coined gold but only in bar
gold during the reoonstruction period?

Yes.
There are diff'erent bits of that period.

We have got a little confused; you are looking more into

futurity.
No, rather less into futurity. I was outting up the
reoonstmiction period. You nean during the veriod when

you would be discouraging people from using gold &t home?

I am very anxious not to discoursge in the least sort of
way the export of gold, dbut I think it will be too great
a luxury to return to the internal ciroulation of' gold,
though I am only speaking for myself now.

Certainly f'or a time it will - there is no doubt about
that. That is the only difference really I was talking
rather at crosgs purposes with you. I looked f'orward to
the possibility of there coming a time during the
reconstruotion period when you could allow the use of
gold intexmsally.

Should the.t happy time arrive, we shall be quite able to
deal with it.

I beg your pardon; I have forgotten what your question
was.

The point was whether you have considered redeeming in bar
gold?

No, I have not considered that; but of course so long as
there is to be no intermal circulstion of gold, so long
is it a pure wsaate of money to coin it.

There axe varioug things to be taken into consideration.
The trouble is that while with sovereigng you need not
be a desler in gold; f'or you have got so wmany
sovereigns and they must be of a certain weight and a
certein fineness; but when you are dealing in gold bars,
it is a different matter altogether, and is more
comp lica,ted. I think it is a matter which, if it is
worth anything, wants to be well considered.

Yes, it is.

Then, as you kmow, there are certain countries that want
our sovereigns, and only our sovereigns.

A. Yes, there are.

You say that the exports of gold should not be prohibited,
but the Government should retain power to prohibit and
oontrol them. The Govermment alwvals has the power.

Quite so.
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You would not suvuggest that they should take special
powers for thet?

No.

Or that we should meke any special representation?

No.

The less said about anything of that sort the better?
Bxactly.

Now question No. 10 — Having regard to the importance of

meintaining lLiondon as a free gold market after the war,
do you think it would be feasible und lead to any
economy of gold, were it to be exported only through
the Bank of England?

The Bank of Englend would be the only persorn who would
have any. t would follow from the answer to
would it not, that it could only be the Bank of England?
If the Banrnk of England is to be the sole holder and the
sole importer, it must be the sole exporter, mist it
not?

s that deoided?
No; 1 do not suppose you could decide it at once, but
that is what I suegested.

do not think it has been decided, has
should be the sole importer of gold?
No.

7 rather wanted to hear jour views and reesons f'or that.

The sarme reasons for its beirg sole holder; that is to
say, all the gold should be collected there, whether it
be the gold thet is ir: the country or the gold that
comes into the country.

Are you not confusing gold bars with ooined gold? The
Bank of England cannot be the holder of all the gold in
the country, only of the coined gold.

did not mean melting down the gold ple.te, ox anything of
that sort. was thinking of the imports; there 1s no
reg,son why they should not all come to the Benk of
England, and be doled out as at present to the trade if
required.

There may be no reason why they should not, dut is there
a good reason why they should?

T think it would be g pity to confine the central stock
to the gold already in the country. Qux’ idee wes to
get up & stock of gold as soon a3 we could.

., You know it hsss not been our custom to ooin &1l our =old?

That i8 so.
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I suppose there is double or treble as much gold exported
in bars as in sovereigns; therefore, it would be a
needless extravagance to coin all our gold?

Yes.

think the Committee is very  anxious that there should
be no appearance of restriction on dealings in gold,
any more than is absolutely necessary. Unless there
is some very gcod reason for all the gold that is
imported going into the Bank, I put it to you, is it
worth doing?

What we wanted to do was tc get all the gold, as you

expressed it Jjust now, into the stream and not into the
baokwaters. Tt might be imported for the backwaters,
and it is a pity it should gravitate there, rather than
into the central reserve.

think there &again we might consider that. It is of
great importance not to make urnriecessary restrictions.

Certainly.

I

am sSure you have considered this matter at the Bank.
Could you make any suggestion to the Committee how the
gold production of the Empire might find its wey to the
London market? Eave 30a thought of any possible way

ir which the low grade mines can be kept in being and
not closed down owing to the rise in working expenses
and general upkeep? #verys ounce of gold we can get we
shall require and this subject is a very serious one and
a very diffioult one, is it not?

Yes, it is. There has been & great deal of talk lately

G

about these low grade mines; but if it costs mcre than
an ounce of gold to get an ounce of gold out of these
low grade mines, I really do not see how it can be good
business to get it out. It might suit the local
Government, in order to keep employment going, to
subsidise them, or something of that sort, but I do not
8ee how 1t ocan suit the buyer of gold to pay more than
an ounce of gold for an ounce of gold.

@. I am afraid that that is the only possible answer, mnuch

as I should like to have heard of some other.
am afraid it is so.

MR.JEANS: Is not the complaint rather that they are not

allowed to sell in the open m&rket where they can obtgin
a better price than they can obtain in the Bank of
En8land, and that there is a restriction on the sale?

A. They have speoial facilities for sale, have they not?

CHAIRMAN: What gold mine is it that oomplains that it is

not allowed to sell in the open merket?
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MR.JEANS: I thought that was the general idea, that they
were restricted at the Bank of England under the
cirounstances of the present time, whereas abroad, if
they oould ship it, they might get a better rate for
the gold.

A. But how could they get their gold to market?

MR.JEANS. That is the difficulty they heve to overcome, and
which they seek to endeavour to meke somebody else
overcome.

CHATRMAN: I have always looked upon the Bank of England as
the greatest friend of the gold mining industry. T
it had not been for the Bank of England and the arrange-
ments which have been mede to take their gold and ship
it for them they would have been in great difficulty.

A. And pay for it before we got it.

CHAIRMAN: They would have had their gold
would not have got rid of it.

MR.JEANS: Under existing circumrstances.
THE WITNESS. Yes, that is so.

CHAIRMAN: We have taken their gold end bought it on the
spot; 1in India we have taken all the Indian-mined gold.

THE WITNESS: We made & contract with them which appeared to
be very favourable to them at the time, but it had not
turned out quite so favourable as they eXpected that
is all.

LORD INCHCAPE: They got the price, did they not?
A. Yes.

Q. think the cost of getting the gold has gone up?
A. Yes, that is right. It has not proved suoh a f'ine
business for them as they thought it was.

Q. They could not get more for the gold?
A. No.

CHAIRMAN: I do not think we contracted with them for any
period, did we?
A. Yes, I think so.

Q. We have not in the case of India, have we?
A. T rather think we have; but you made the contract, and
you ought to know.

LORD INCHCAFE: It is to the rise in wages that it is all due?
A. Yes, and of commodities too.
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%. If commodities go down naturally the wages will fall too.
A. Exactly.

Q. You would expect they would?
A. Yes.

A time will come no doubt when they will be able to get
gold at a price that will pay.
A. Yes, and the question is whether it is worth keeping open
their mine at & loss.

Q. It is no use their raising gold and paying 22s. for a
sovereign, sut when wasgeg have come down, it will be
worth mining.

A. Yes.

MR .JEANS: In the past gold could command a very high price
in commodities, and if they take the good they must
accept the bad things when they come; they cannot
expeot to have it adjusted only when the case is against
them.

MR.GOSCHEN: Cn the other hand, if they ship their gold to
Sweden, for instance, now, they could get a great deal
more cyanide for each £1 of gold than they can get for
their £1 credit in Bngland.

SIR JOHN BRADBURY: There is a very limited market for gold
in Sweden, and they will not give you kronors for it.

CHAIRMAN: Have they much cyanide?

MR.GOSCHEN: I only took that as an example, but think
they do make cyanide there.

SIR JOHN BRADBURY: I think if they sent it they would find
it becane vexry cheap, and they would have to sell it to
anybody who would buy it.

THE WITNESS: They would not find much of & market in Sweden,
I think.

CHAIRMAN: Now the eleventh Question is - Are you in favour
of continuing the practice adopted by the Bank of
England in recent years, that is during the war, of

buying raw gold abroad at the equivalent of 77s.9d. per

ounce of refined gold, and including the gold so
purohased in its figures? Do you think it is desirable
that the Bank should keep part of its gold in the

Dominions overseas where it may be required at short

notice?
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A. We think it would be desirable that the Bank should have
the power of continuing this practice and of holding it
anywhere in the Empire, at any rate during the
reoonstruction period.

Q. It has been argued here by a great authority, that the
Bank has to redeem its notes in gold here in England,
and it should therefore keep all its gold here

A. Of course it does sound inconsistent with that, I know,
but as the Bank has to attend to the export of gold, it
might quite well be more useful if we could keep in
Canada, as we have been doing, or anywhere within the
Empire, a certain amount of it, than to have it all here.

MR.JEANS: But that gold held abroad could only be made
aveilable to the Public by the cancellation of notes, I
think?

A. Yes.

Q. Therefore, it is as broad as it is long whether it is held
abroad or here; the Public can only get hold of that
gold by presenting bank notes?

A. Yes.

Q. If you part with the gold you cancel your notes in exaotly
the same way as if the notes were presented here?
A, The cancellation of the note is always here.

SIR JOHN BRADBURY: Is not the argument this; that what the
Public want for the note which they present for psyment
at the Bank of England, is not gold in London, but a
credit balance at the Bank ef England with which they
can buy foreign exchange? They want the gold in a
foreign country, and therefore for the purpose of paying
the bank note in England, it is of more use than the
gold in London.

A. Yes. The gold may be even more useful there than here,
although that sounds inconsistent.

Q. The number of people who present bank notes because they
want sovereigns in London for use in this country, in
nornal times, is insignificant.

A. Quite.

CHAIRMAN: For the reconstruction period, surely it would be
better to have it abroad; we should then be able to
save freight to and from this country.

A. BExactly.

Q. We can give the mines in one way and another as many
pickings as possible in the way of interest, freight and
charges by buying their produce on the spot, and thus
as far as possible encourage production.

A. Yes.
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Q. Again, we do not make any very considerable charge for
the refining of the gold; refining is done cheaply by
the Government, and it will, I hope, continue to be
done.

A. I see the Consolidated Gold Fields have taken an interest
in one of the refineries.

Q. Now I come to our twelfth question - Do you agree that
the existing uncowvered currency note circulation should
be gradually reduced as opportunity offers, and that
the fiduciary issue should ultimately be fixed at such
amount as experience of noxrmal conditions may show to
be Jjustified?

A. Yes. We think it most important that the existing
uncovered currency note circulation should be reduced,
in fact 80 much so that we thinlc it would be better
that Parliament should fix some scale by which a
reduction should be made, the idea being that the
pressure on the Chancellor of the day to keep cheap
money going would be so tremendous, that it would be
hardly fair on him to have tc stand against it, unless
there were a law by which the fiduclary issue wert
gradually reduced.

MR. JEANS: Is there any evidence at the present moment that
there is a redundant circulation?
A, Are not prices eviidence?

Q. Is that not inevitable owing to the circumstances? it
you reduce the circulation what could you substitute?
The whole of the circulation is in the hands of the
Public at the present time, I think, praotically.

A, Dear money of ccurse is the remedy.

SIR JOHN BRADBURY: Supposing Parliament provided that the
uncovered note issue is tc be reduced by, for the sake
of argument, two millions annually, it would then
becone the duty of the Treasury, say immediately after
January 1, or in December for the reduction to take
effect next year, to withdraw two millions of notes
from circulation. That oould be quite easily done
they would be paid in taxes at the Post Office, and
they would be handed in to the Bank of England to be
cancelled. The result of that surely would be that
bankers, those notes being withdrawn from circulation,
would require legal tender money to satisfy their
customers demands.

A. Quite so.
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They would go to the Bank of England for legal tender
money. The Bank of England has no longer power to
issue fresh Treasury notes, so that legal money must
take the form either of bank notes or, if they want
small change, presumably of sovereigns from the Bank of
England reserve. The effect of a statutory reduction
of the ciroulation of Treasury notes, would surely be
therefore to reduce the reserve in the Banking
Department by exactly the amount of notes which the
Treasury were forcibly withdrawing from circulation.
Would not that be rather a serious matter?

Yes, it would. It would reduce the resexrve; we should
therefore have to put rates up or keep them up whichever
it might be. It would all tend to dear money.

The process would have to be a slow one, or it would
affect things rather seriously.

Yes, it would. In fact, it would be so impossible for
Parliament to guess what the proper scale should be,
that it would be almost necessary to keep alive that
section of the Currency Notes Act, section 3, by which
the Chdancellor may authorise an excess issue in case of
need.

Then you put the temptation on the Chancellor of cheap
money. If you have got your statutory scale of
reduotion with an authorised excess issue on the other
side, it seems to me that your statutory scale of
reduotion has hardly a sporting chance.

Do you not think that it would be a very much more seriocus
thing to authorise an excess issue?

If a habit were made of it, it would be done very lightly;
one might hope that the habit wculd not be there.

The section only allows him to authorise an excess issue
if necessary. It does not empower him to command it.
You mesan to say, it would come to much the same thing,

I suppose?

I am afraid so. I think we all agree that the Treasury
note issue ought to be reduced.
Quite.

At the same time, it seems to me that the process of
reduction almost of necessity will be a very painful
process to oommerce and industry.

It is bound to be a very painful process, and thyit is why,

although we realise that you oannot be wise before the

event and say emaotly by how much it should be reduced,
we think that it would be very difficult to effect
sufficient reduction unless there were a law to make it
compulsory; it would be the lesser of two evils.
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CHAIRMAN: Now Mr.Governor, if you feel you are not competent

to suggest what reduction is possible, could you expect
this Committee to do so?
I oould not expeot anybody to do so.

If you reduoe by saying that so many notes are to be
cancelled. as Sir John Bradbury has just pointed out,
the money to pay wages has to be obtained somewhere or
another, and surely the only way to reduce the ourrency
notes is for the Chanoellor and Parliament to reduce the
expenditure below the income that is derived from
taxation?

Yes; that of course is all important.

If you inorease taxation 8o that every year your inoome
exoeeds your expenditure by two millions or by three
millions, then by s¢ wuch you oan reduce the currency
notes.

Could you by that much; dees that absolutely follow?

I should have thought it did, if you call in the ourrency
notes and give nothing in return, in which case the
notes are simply paid in by the tax payers.

It does not seem to me Quite to follow that you could
reduce the note issue by the total amount of the
Government economies.

SIR JOHN BRADBURY: Will it not be the case that after the

war a large number of these people who are at present
being employed by the Government will have to be
employed presumably by other people, and they will want
their wages paid none the less?

Quite so.

So long as prices are at anything like their present
level, and money is very cheap, and 8o on, there will be
& demand for this ciroulation whether the Govermment is
borrowing or not.

Yes, I think so.

Is not the final solution only to get down priices by a
certain amount of monetary stringenoy?

I think that is the cnly thing, and I think thut is also
the answer to your remark about the reduction in the
reserve. It all comes to that.

The point that I was trying to make was that it must be a
gradual one.
Certainly.
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Q. That you cannot, so to speak, withdraw a definite amount
of currency and let this run whatever happens, but you
must keep your hand on the patient's pulse and, if he
shows any sign of eXpiring, you must administer a little
more oxygen.

A. I was suggesting oxygen in the form of this section 3, but
you say that would cut away the ground from under the
law by which the reduction was made, and perhaps it

would. I thought it would be a much more serious thing
to sanction the excess issue than to abstain from taking
action.

Q. Might I suggest that a very good step, perhaps not so
drastic as what you recommend, but still a useful step,
would be that, when the war is over, at any rate, to
prohibit any further issue; and then to see what effect
that might have on the bank reserve and so on and, if at
a later stage it were possible, to go on to the reduction
step. But it rather appears to me that the reduction
step in the first instance is a more drastic remedy than
the patient is likely to be able to stand.

A. I do not think anybody would suggest thet you should start
reducing the instant the war was stopped. In fact, the
sort of scheme that we had in our minds was, that it
should never be allowed to increase - that the total
amount of fiduciary issue during the previous three or
8ix months should be the maximum limit for the ensuing
six months, and that there should always be a reduction
of - I forget what the figure was ~ say 3 per cent on
the average fiduoiary issue of the penultimate six
months. So you would come down guite graduelly and
there would be no change for the first six months at all.
¥'e thought of something of that sort. It was only to
strengthen the hands of the Chancellor, who, one felt,
would be in a dif'ficult position. Ve thought it would
be a much more serious step to authorise an excess igsue
than to abstain from taking steps to reduce the issue.

Q. Had you in mind the possibility in connection with the
exoess issue of requiring a rather rigid time limit in
respect of the authorised excess?

A. I should have thought that as it would require
administrative action that had better be Jjudged at the
time when it arose.

My difficulty is that the power of section 3 might render
entirely nugatoxry the statutory reduction.

Yes; but it 1S a muoh more serious thing to authorise an
excess issue than to abstzin from action, and when the
Chencellor came to azuthorise an excess issue he could
then, as you say, either put a time limit or any other

safeguard. I do not say that it is ideal, because it
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certainly is not ideal, to suggest that Parliament
should make a shot at what the proper reduction should
be, but it seemed to us the lesser of the two evils.
But as I say - though it is rather perhaps going out of
our wey - what we felt was that the pressure would be
so great to allow cheap money to remain - all the
unthinking public would be sure to press for it.

CHAIRNAN: Now question 13 - Are you in favour of msintaining
the present sepsration between the Issue and the Banking
Departments of the Bank of England? If not, what
ohanges would you suggest?

A. We are very much in favour of maintaining it. The only
reason I have ever seen given for amslgamating the two
is that you could then conceal the proportion in the
Banking Department, whioh seems to us utterly
indefensible. e think that we ought to show the
proportion in our Banking Department just like any other
bank does, and that it would be very wrong to conoeal it.
If the two departments were amslgamated, it might have
the effeot of seriously impairing the convertibility of
the note, because the depositors would then be wble to
withdrow all the gold without corresponding notes being
oancelled, whereas at present they cannot withdraw gold
without the corresponding notes being cancelled at the
same time.

Q. This he.s been advocated by a very high authority, and
many witnesses have advocated it. Supposing these two
departments were amalgamated, the same gold reserve
would be held against both the note issue and what
banking the Bank of England chose to do; therefore the
reserve ageinst our note issue would be left entirely
in the hands of the Directors of the Bank.

A. Preoisely.

I presume that is a position which the Bank of England
Directors themselves would not 1like?

They would not like it, and certainly the publio would
not. We are bound by law to protect the note now.

Q. But unless the law put in somebody to look after the
banking business, unless in other words Perliament
placed somebody over them, there would be no longer a
need for any seourity beyond that which the Direotors
chose to give.

A. Yes. The Directors themselves could not help themselves.
As I say the depositors would have a right to that gold.
The deposits would be one of the liabilities of that
reserve would they not? However much the Directors
might prefer to keep the gold to meet notes they could
not refuse to give it out to their depositors if they

claimed it.

Bank of England Archive (M7/159)



THE BANK OF ENGLAND, 12141821,

Q. That is 8o, and if the Directors chose to go in for
something that was not proper banking, the note issue
would suffer

A, Quite so. It would bring the issue down off its
pedestal altogether. You said you had heard other
people besides the eminent authority you mentioned
support this proposal; did they adduce any other
reasons, or was it in support of his that they spoke?

Q. I do not know whether those were his reasons that were
voiced by them, but we have had many witnesses.
I was only wondering whether they were merely disciples
of the same eminent authority.

CHAIRMAN: I take it they were disoiples.

MR, JRANS: There has been no argument adduoed exoept that of
the speotaoular effeot, has there?

A. Conoealing our proportion in the Banking Department in
effeot?

CHAIRMAN: In 1844 that was all gone into in Parliament, and
they deoided then that the privilege of issue is one
whioh may be fairly and justly oontrolled by the State,
but the banking business should be unfettered.

A. BExaotly.
Q. That seems to me to answer the whole gquestion.
A. Precisely. Under the proposal you do away with the

control. Either you must have control over both .

Q. Either you oontrol both, or you do away entirely with the
oontrol of the State, which has to be oonsidered.
Yes.

Do you think that the weekly Return of the Bank of England
should be continued? If so, do you desire to suggest
any alterations in its form?

A. We think it should be oontinued, and have no degire to
suggest any alterations in its form.

Q. Meny alterations have been suggested, in faot it has been
suggested that we should issue extraordinary aooounts
giving many details and the fullest information. Could
you suggest any important informaticn which might be
given without running the risk of at times misleading
bankers and the money merket, unless all the information
at the disposal of the Directors were also published?
You underst.nd what I mean -~ if the Bank published a
bald statement of account at the end of the week, and we
knew for instanoe that there was an order for five or

ten or fifteen millions of golid in the market, or that a
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large amount was being arranged for shipment to this
oountry unless they also published that they might
mislead the market.

Exsaotly.

The Bank then conceals nothing that they consider would
be a reel help to the money market?
No.

And if there is any information which would be of
advantage to the market and the bankers, I presume the
Bank of England would gladly give it?

Yes, if they agreed that it was to the advantage of the
country.

If you could think of anything perhaps you would tell us.

We did think about that a good deal, and could not think
of anything that could usefully be added to the accounts
or subtracted from them.

Do you consider the development of the cheque system makes
it desireble that all ban4s should in future keep larger
reserves?

It is impossible to make any general rule for all benks,
and it is hard to say whether the clearing banks should
keep larger cash reserves than those that they publish;
but we do think that those ought to be consistently
maintained.

I presume that there you refer to what is popularly called
window dressing?
Bxactly.

Could window dressing be avoided by more frequent returns
being made by the banks, that is to say, monthly or
weekly and all on the same day — because the bunks have
not in the past published their monthly accounts on the
same day, I think -~ or by their publishing average

balances?
Just whichever is most convenient to them; I do not think
it matters & bit. Probably it would be more tiresome

to them to make up weekly :ocounts.

I do not think we could have weekly accounts.
I should think weekly averages would be quite enough.

.GOSCHEN: Does this apply entirely to the clearing banks

or to all banks?
To all banks who are banks I suppose.

MR.JEANS: Do you include the colonial banl® in that

definition?
I should think it would be a great pity to exclude any
banks from a general rule like that.
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Q. There is this with regard to colonial banks, oertainly
with regard to the one I am oconnected with - so many of
our deposits are for 12 months or longer. It is an
almost unnecessary thing to insist upon our keeping a
reserve which is the equivalent of that of the bank
having practically the whole of its liabilities at call,
therefore, I think some discrimination would be
necessary.

A. If anyone were going to lay down a law as to what the
reserve should be, then that would be taken into account.
All that this is dealing with is the publication of
figures, and the public would appreciate that your
deposits were not of the same class as those of other
banks would they not?

Q. We are not in the habit of publishing the amounts at call
or deferred liabilities, but that perhaps would be
necessary under such a scheme as this.

A. Yes.

[ORD INCHCAPFE: The joint stock banks, of course, take
deposits for long terms.
A. Of oourse.

MR.GOSCHEN: Would it be that anyone who does not publish
this statement would not be a bank?
A. I should think that would be a very good solution,

Q. I only want to get at your idea.
A. There has been a Committee sitting about this for some
time.

Q. Now we come to our 16th question - Could this object be
effeoted - that is referring to the larger reserve -
without undue prejudice to commercial requirements, if,
in addition to their till money, they were required to
hold a oertain proportion of their liabilities in short-
dated Government securities, which should be
discountable at the Bank of England in an emergenoy at
the current Bank Rate?

A. I am sorry to say that did not commend itself to us. We
thought it would not increase the oash reserves, but
might even make the banks feel that a smaller cash
reserve would be sufficient if they could get cash when-
ever they wanted it in that way. We also thought it
weg8 not expedient to define what particular securities
the banks should hold or to fix the amount of reserves
that they should hold; the question says "a oertain
"proportion" so that would mean fixing the amount.

Also we thought it was a pity to interfere with the
discretion of the Bank of England in making advances on
securities. The Bank has hardly ever refused to
advance on Government seourities. and it is not likely
that they would do 8o, except in very exceptional
circumstances.
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You speak of cash reserves, but I do not think that was
the intention.
That is the way I read it, though it does not definitely

say so. It would be the potential cash reserves, would
it not, because they could be turned into cash at any
time.

It is not suggested that banks by keeping a large
proportion of short-dated Government paper would either
increase or diminish their cash reserves; it was rather
thought that by keeping & laxrger proportion of short-
dated Government seourities they would reduce the money
at call and short notice, which has been more or less
troublesome eveiry half year when it came to what we call
'window dressing'.

That is to say, that they would do their window dressing
if eny, by means of advances on these Government
Ssecurities.

Yes, and would leave the money market undisturbed; or
having these reserves which they could turn into cash
at a moment'’'s notice they would not put the same amount
of money out into the market.

We did not like the idea of fixing what securities the
banks should keep or what reserve they should hold, nor
of interfering with the discretion of the Bank in making
advances, that is to say, by making it compulsory. I
only know of one recorded instance, at least one tra-
ditional instance, of the Bank refusing to lend money on
Government securities, and that I think was when some-
body wanted to withdraw a lot of gold at a time when it
was not considered expedient; but of course it is
oonoeivable that there might be other instanoes.

LORD INCHCAPE: 1Is it suggested that the public has suffered

or run any risk in the past by this so-~called window
dressing by the joint stock banks?

If you are applying yourself to my remark that the
reserves shown in the published accounts should be
nmeintained, that was not intended to imply that any
inconvenience was ceused by it, but that if the reserve
ig that which the bankers think it right to show, then
it is the reserve which they ought to think it right tc
keep. That is all

SIR JOHN BRADBURY: You have said that you thought one of the

first things after the conclusion of peace would be for
the Government to attempt to arrange their foreign
borrowings, and I interposed a question there when I
asked whether you referred to funding.
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Q. I quite realise that indebtedness abroad is going to be a
very troublesome matter with the exchanges; but have
you in mind at all what would be the best way of dealing
with it? Ultimately it can only be dealt with by
increasing our exports or diminishing our imports.

A, Yes.

Q. You would favour funding schemes as far as possible,
take it?

A. Yes, to prevent these calls being known to be constantly

coming upon the Government, I mean to say, through
maturing loans and that sort of thing.

Our principal difficulty, I take it, is with America?
Yes.

Q

A

Q- Neutral countries are very troublesome, but their volume

is very much smaller.

A. Yes.

Q. It may be that perhaps some sort of arrangement to our
advantage, if not to our mutual advantage, may be made
with our good allies, the United States of America.

A. Exaotly.

MR.GOSCHEN: Possibly this has been asked before I came in;
I rather gather the Governor suggested that the
fiduoiary oirculation should be entirely fixed and that
there should be no elasticity at all.

A. That it should be fixed, yes.

Q. That you should work under the Bank Act, and in flact -
perhaps this was answered before and I can read it
afterwards, so I need not trouble you with it.

A. We were only discussing the reconstruotion period, during
which time we shall be concermned mainly in getting back
to sound money. How long it will take I do not know
of course, but I gather that what you are asking is
whether eventually the old Banlk Act should remgin, I
mean mutatis mutandis of course, or whether there should
be some elesticity?

Q. When I say 'eventually' I mean in the ten years possibly
that the Chairman is suggesting.

A. During the reconstruotion period? We had provided for

elastioity here, but Sir John Bradbury thinks that the
elastioity that we had provided was too elastio; that
is to say, we had provided for seotion 3 of the Currency
and Bank Notes Act remaining alive in case at any time
the soale flixed by Parliament should prove too drastio.
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SIR JOHN BRADBURY: If I may interpose a question here - that
section, I take it, applies only to the issue of
ourrenoy notes?

A. It does not say so.

That was the intention. I just want to put this question
to you: If before we enter this period the currency
note issue has been replaced by the Bank of England note
issue, would you contemplate a provision of elasticity
of that kind applying to the Bank of Bngland note issue,
or would you at that stage return to the greater
rigidity of the Bank Act?

A. The reduction would go on; when we had taken over the
issue of the £1 and 10s. notes, the reduction of this
fiduoiary issue would be going on s8till - it might, at
any rate,

Q. You did not elaborate the point at which you propose to
take over the Treasury note issue, but I contemplate it
would be probably undesirable to the Bank to take that
over until an adequate gold reserve has been amessed
against it; onoe =n adequate gold reserve has been
amassed against it, there is no further occasion for
reduotion, as it will reduce itself as necessary.

A. That is true. If I may go back for a minute to that
seotion 3, it distinctly says "any bank of issue”, so
it would include even the country banks of issue.

Q. It is really a statutory power to suspend the Bank Aot.

A. That is what it is, I suppose.

MR. GOSCHEN: Is not that Aot called the Currenoy Note Act?

A. That is right.

Q. Then it oan only apply to the currency note.

A. It is the Currency and Bank Notes Act.

SIR JOHN BRADBURY: It affects banks of issue generally. I
think if I may say so, Mr.Governor, you are perfeotly
right. It is oompetent for the Treasury under that
provision to allow the Bank of England to issue notes as
suggested.

A. We have really abstained from even forming a definite
opinion about the eventual maintenance of the old
rigidity or the eventual provision of some elasticity.
There is a great deal to be said on both sides.

Q. In the meantime, you propose that any elasticity that is
required should be provided rather by means of the
currency than by means of the Bank of England note?

A. That was the idea - during the reconstruotion.
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Q. On the ground that the currency note, I take it, is a
temporary article, and it is better to keep the
reputation of the Bank of England note which is our
permanent stand-by, unsullied?

A, Yes, as far as possible.

MR.GOSCHEN: I wonder if you have seen that balance sheet
that you have referred to. Have you ever seen the
result of the Committee's work that you have referred
to on the proposed balanoe sheet?

A. I have, but not so that I have got it in my mind.

Q. Wculd you approve of that being not issued but enforced?
A. Yes; as far as I can remember I think it would be a very
good thing.

It was approved of by the clearing banks at all events
and has been before this Committee.
It is a very good thing.

Did we send you a copy?

I should like to have a copy, I have not got one. I
think it would be a most excellent thing to enforce
some such regulation.

PO P o

Q. As 1 say it has been approved by the Clesxring House
Committee.

A. And by this Committee?

Q.

A.

No; it has been sent to this Committee for them to
consider.

Ags far a8 I can remember the Chairman kindly showed me it
at the time.

CHAIRMAN: We will give you a copy, and then Question you on
the point hereafter, if we may.
A. By ell means.

MR.JEANS: One small point with regard to the Exohange
Committee: I take it that, although you agree that some
time must elapse after the war before the Exchange
Committee can be dissolved, you think it desirable as
soon as possible that all interference with the natural
course of exchange should oease?

A. Precisely, but it would be impossible as you say for some
time after the war.

Q. Preoisely; but the ultimate object is that all
interference with the natural course of exchange should
cease.

A, If you mean interference by the Government, yes. AB

soon &8 they could do so, certainly I think it would be

most desirable.
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MR.FARRER: I think I have sSeen it mentioned in the papers
that Germany and Italy are concentrating all their
foreign exchange into the hands of a few banks, a

oonsortium.

A. I believe they have done 80 in Germany; you say also in
Italy®

Q- In Italy too. You cannot give us any informstion as to
how that works?

A. I am afraid I oannot at all. I do not know anything

more than I have s8een in the papers from time to time.

CEAIRMAN: I Xknow you have an appointment at half past five,
80 perhaps you will allow us to meet you here again,
when you have had an opportunity of reading over the
shorthand notes.

A. Yes. There are several points which have been raised.
Do you mean next week or some other day this week?

Q. I should not think it would be for some weeks That

will be quite convenient to you, I suppose?
A. Yes thank you.

The witness withdrew

Adjourned
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MEMORANDUM ON FUNDING

By the Governor, Sir Brien Cokayne (Lord Cullen)

10th October 1918

The present Unfunded Debt consists of:-
Ways and Means Advances
Treasury Bills 1, 150, 000, 000

Exchequer Bonds, various issues,
due 1919/30 365, 000, 000

War Savings Cextificates
War Bonds, various issues,
due 1922/28

Total to date

not to mention the Currency Notes (which, however, are
mainly seoured by other unfunded debt mentioned above) and
foreign short debt.

How and when is all or any of this short debt to
be funded? I had always thought that the time to launoh a
funding loan would be during the short boom that may be
expeoted to follow immediately the end of the war. But it
seem8 inevitable that at that time, if the foreign exohanges
are to be oontrolled at all, money rates will be very stiff:
and although it is not inoonoeivable that a longish loan
should be taken at a fairly low rate (say perhaps 4%%) while
even Treasury Bills are selling at, say, 7%, yet it is
evident that tight money rates must militate against the

suocess of any suoh issue. Moreover, when the war ends, the
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restrictions imposed by D.0.R.A. on the remittanoce of money
abroad will probably expire and it would then be necessary
to f'loat & funding loan on terms which would oompete with
similar investments ebroad, e.g. in the United States, where
British Government securities (of fairly short term, it is
txue) could probably be obtained to pay 53%.

Would it therefore be well to attempt the issue of
a funding loan or loans before the end of the war while the
artificielly cheap rates for money still obtain, and remit-
tances abroad are still prohibited? And if so, would it
not be well to take advantage of the present optimistio tone
of the stook markets?

If holders of Treasury Bills (and War Bonds) are
to be induoced to fund, it would be necessary to suspend
sales of these seourities while the funding loan is open.
But during the war (and probably for some little time after)
expenditure will no doubt oontinue on the present gigantic
scale and it would therefore be necessary to continue
e iging fresh money during the funding operation, both to
meet ourrent expenses and also to pay off the maturing
Treasury Bills, if the funding loan is to be issued before
the end of the war. Therefore cash subscriptions to the
funding loan would, in that case, also have to be invited
on term8 whioh would attraot fresh money. This would
entitle all holders of issues with conversion options to
oonvert into it, which would only be obJectionable as

regards the small remainder of the 43% 1925/45 Loan.
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It is, of oourse, doubtful whether, either before
or just after the end of the war, the holders of any large
amount of short-dated seourities could be induoed to fund
into a long loen on any terms, but there seems no reason
suppose that they would be any more wi.lling to 80
immediately after peaoce than before it, and it 18 evident
that at present there is a distinct and growing demand for
longer-dated investments, Moreover, even if the ohanoes
are that the funding operation would be very far from
complete, that would be no reason for not attempting it, as
the funding of even a few hundred millions would be & great
gain, and the realizable assets of the Government (although
they may not be realizable very quickly) will help, and so
will debts from the Allies, mostly due three years after the
war. Unfortunately the unfunded debt which is most likely
to be converted into a long loan is the 10 Year War Bond
whioh it seems hardly worth disturbing at present, and the
least likely are the Treasury Bills and short Exchequer
Bonds, But if it is trie that holders of the latter will
not fund voluntarily, that is a very good reason for
floating; at the psyohologioal moment, a big loan to enable
this short indebtedness to be met, and the question is what
is the psyohologioal moment. I am inclined to think that
the anticipation of peace, i.e. now, is a more favourable
opportunity than its realization. But if the loan is to be

issued during the war almost all the unfunded debt will have
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the right of converting into it and this right will probably
be chiefly exercised by the 10 Year War Bonds whioh it is
unnecessary and perhaps undesira.ble to convert. Moreover
Mr.Bonar ILew has only just indicated that the war would be
financed to a finish by War Bonds,

In any oase we shall have to attempt a funding loan
sooner or later and as it may perhaps be wisest to attempt it
very soon, it is oertainly none too early to consider what
form it should take. Probably the greatest amount of funding
oould be effected by offering the greatest variety cf funding
loans and thus catering for all tastes.
in issuing a variety of loans would be much greater than with
fewer, while a greater number of attraotions would be "used up",
and there would always be the danger that the least popular of
then would be so small as to have a "bed market". I doubt
whether it would be wise to offer more than two fresh
alternatives.

As regards the rate, I doubt whether it would be
advisable to offer a really long funding loan to yield much
more than 4%% and I should not recommend offering any per-
petual loan, nor a conversion into Consols, until some years
hence, after the country has had time to recover in some degree
from the effects of the war. It would probably be well to
off'er one loan with a good income yield, say, perhaps 444 @ 9s,
and another with an equivalent yield at a smart discount. If
no iong-dated loan were praoticable on scme suoh terms, I
would prefer trying to continue the issue of something like

the 10 Year War Bonds.
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The next question is whether the Bank are
physioally capegble of undertaking the issue of a large
funding loan or loans, either during or immediately after
the war. At present a great number of the staff are with
the fighting foroes, but after the war it is pretty oertain
that all of these will not return to the Bank, while it is
probable that & large proportion of our temporary men will
leave us, 80 it is doubtful whether in the matter of staff
we 8hall be much better equipped to grapple with a big loan
when the war is over. If, however, we could seoure the
return now of our men from the war for the expreass purpose
of the funding loans, we should probably be stronger in
personnel then we are likely to be for many years to oomne,
and I am inolined to follow up my oonversation with the
Chanoellor last month by a formal request for the release of
at any rate the greater number of our "war leave" men.

The matter of acoommodation for any suoh inorease
of business would also require attention. The floor of the
Royel Exchange (not very good winter quarters) might be
avallable, or the Halls of some of the City Companies, e.g.
Grooers, Meroers or Merchant Taylors.

In any case it would probably be impossible at
present definitely to effeot the oonversions into the new
loan. The most that could be done would be to register the

aggents to conversion, but even that would be a big task.
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SIR BRIEN COKAYNE, RESFONDING TO TOAST OF "THE GUESTS',
AT BANKERS' DINNER, SAVOY, 14TH MAY 1313.

(First Annual Dinner since 1314

“I have had the privilege of seeing a good deal
"of the bankers during the last few years, and have been
"very much pleased to find that the supposed jealousy, or
"aloofness, which wes imsgined to exist between the banles
"and the Bank of BEngland, is e pure nyth. frankly do
"not believe that it ever existed at all: certainly it
"does not exist now I remexber Iresgident Wilson et the
"Guildhall a few months ago told us a story of his great
"predecessor, Abraham Lincoln, who, when asked whether he
"really kmew somebody whom he professed to dislike very
“muoh, replied ‘No, otherwise I could not hete him so.’
(.aughter) “well, that is what may have happened between
“the bankers and the Bank of England I do not say it did
'but certain it is that the War has brought us closer to-
"gether, we know one another a great deal better than we
“did, and 1 think we get on very well. We do not slways
"see eye to eye on all subjects, otherwise there would not
"be much use in discussging them, but I should like to take
"this opportunity of saying that I have always experienced,
'not only the greatest courtesy from all the bankers, but
"the most ready willingness to co—-operate with the Bank in
"the most friendly possible way: indeed, I think that this
"time next year, when I shall have finished my term of
"office at the Bank and shall be off'icially scmething like

"a 'returned empty', one of the few permanent advantages
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“which I hope I 8hall have gained from five pretty
"stremious years will be the fact of having had the
“opportunity of including many of the bankers of this

“country among my personal friends.”

Extract from "The Banker's Magazine", vol. JanuaIy to

June 1918, p.672.
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AN APFEAL BY BANKERS OF THE UNITED KINGDOM

A hundred years ago, in a time of depression
following a great war, the Merchants of London presented
to Parliament a memorable Petition eg€ainst the "Anti-
Commercial Principles” of the restrictive system then in
force., To-dey, moved by the sesme anxieties, weighed
down by far heavier taxation, and face to face with
proposals intended to renew the restrictive methods of
the past, we submit that it is essential to the revival
of confidence that no legislative or administrative
measures should be taken which would diminish the total
output of British Industzy or check the free exchenge
of British goods.

The burden of texation cen only be lightened
if the necessity for public econozly is resolutely faced
The present rate of national expenditure threatens to
crippie the country's resources and to impair its credit
abroad . In our Jjudgment it is more than the commercial
comnunity can bear, more than the capacity of the nation
can afford, more than were proper economies effected,
the nation need be asked to sustain.

The system of Govermment regulating trade by
licences, controls and departmental orders, has,
admittedly, however well-intended, had in many cases
unfortunate results. Political interference with the
natural course of commerce without regard to economic

laws invariably does mischief. British trade needs

nothing so much for its recovery as freedom to deal with
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its own difficulties, to study and provide for its own
interests, and to work out its own salvation

It is a8 true as it was a hundred years ago
thet Foreign Commerce conduces to the wealth and
prosperity of a countxy by enabling it to import the
commodities which other countries are best able to
supply, and to export in pgyment those articles which
from its own situation it is best adapted to nroduce
that freedom from restraint is calculated to give the
utmost extension to foreign trade and the best direction
to capital and industry; end that the maxim of bwing
in the cheapest maxrket and selling in the dearest, which
regulates every merchant in his individual dealings, is
the best rule for the trade of the whole nation

The policy of trying to exclude the productiors
of other countries, with the well-meant design of
encouraging our own, cannct increase the volume of
commerc¢ or the total volume of employment here But it
mey well compel the consumers, who form the bulk of our
population, to submit to privations in the quality or
Qquantity of the goods they buy. The importation of
foreign goods does not diminish the activities of our
people, because such goods can only be paid for by the
produce of British Capital and Labour. The advocates of
a restrictive system are too apt to lose sight of the
elementary fact that nations, or rather individual members

of nations, buy foreign goods because they need them, not
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to benefit others, but to benefit themselves, and pay
for them by producing goods which the foreigner in his
turn requires. We camnot limit imports into this
country without limiting our export trade, and striking
8 grave blow at the world-wide commerce on which this
island Kingdom principally depends.

Trade is exchange. No nation which lives by
trading with others can prosper unless other nations
prosper too. We hold to-—day great stocks of goods.

We are ready to manufacture more. There is a large
and insistent demand for them abroad. But owing to
the paralysis of continental commerce = due in part to
the restrictive barriers which the new States have set
up between themselves = the would~be buyers of our
goods have not the means to pay for what they want.
We have to build up the mariset that we need by
encoura&ing continental nations to export to us; for
it is only by exports that they can re-establish their
credit and provide funds for the peyment of their debts.
In such a situation we believe that all expedients to
control and hamper imports into this countzxy, whether
by licences, tariffs, or any other means, cen only
retard improvement in the continental exchanges and
prevent the natural recovexy of trade. Legislation
of this nature, while it may increase the profits of

a few ms.2lected industries, cannot fail to check our

output as & whole, snd to increase the costs of
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production to & level which may make it increasingly
difficult for British traders to compete successfully
with others in the markets of the world.

With party or political considerations we as
Bankers are not concerned. But in the interests of
British Industry and Commerce, now menaced by
anxieties which it would be a profound mistake to
under-rate, we desire to enter a respectful protest
egainst evexy restrictive regulation of trade which

tends to diminish the resources of the State.

C.S.ADDJS R.M.KINDERSLEY
AVEBURY H.S.KING

HEMNRY BELL WALTER LEAF
R.H.BRAND JAMES LEIGH-WOOD
E .C .BROWN F .C .LE MARCHANT
CHALMERS R .McKENNA

L.B .CHALMERS ALGERNON H.MILLS
L .CURRIB EDWARD PAUL

F .C .GOODENOUGH J .BEAUMONT PEASE
H .C .HAMBRO FELIX SCHUSTER
R.M.HOLLAND-MART IN J .HOPE SIMPSON
INCHCAFE J H.IRITTON

P .HUTH JACKSON R.V.VASSAR-SMITH

London,

12th May, .1921.
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This document is given here as having been
signed by three Bank Directors, Sir Charles Addis,
Mr.Jackson and Sir Robert Kindersley, though it did
not originate with any of these.

The appeal was endorsed by a further
documnent signed by Merchants, Manufacturers and

Shipowners dated 20th June, 1921.
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LIST QF LOANS, OTHER THAN BRITISH GOVERNMENT LOANS, ISSUED
THROUGH THE BANK OF ENGLAND IN THE PERIOD AUGUST 1914 TO
__::11 1‘.-;_'_L_'JYST _.1. i.__l

rrospectus rice
26. 2.15 Queensland Government 43% 1920/25 x£ll, 728, 800
Result 3,943 Conversion Applications &£7, 794,150
4, 955 Cash . £4, 38%, 150
7. 5.15 East Indien Railway Co.4%% Debentuxre
Stock 1935/55 £3,500, 000
Result 1,098 Applications £802, 100
Underwriters about 77%
25. 5.15 N.E.Railway Co.4%% Redeemable
Freference Stock 1925

Result 1,144 Applications from

Stockholders £2, 710,350
842 Applications from
non-Stockholders &, 1305175
Allotment to Stockholders as
follows:~
£25 to £100 in full
£125 50 £1,000 B0%
above £1,000 about 30%

29.11.15 National Defence Loan of Gevernment
of French Republio 5% Rentes Unlimited

Result 26,784 Applications
Amount raised (including Fcs .602, 426, 400

Treasury Bills and 3% and
3%% Rentes £6%7,129: 8: 2)

4.10.16 National Loan of Government of French £3: 4: 6
Republic 5% Rentes Unlimited per 100 Fes.
@ 27.50 to &

Result 17,408 Applications . 75%
With subscriptions in Dublin

amount raised (including Fcs .450, 709,800

Treasury Bills
52,687,755: 8: 4)
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26.11.17

11.11.18

21. 3.18

22, 7.19

THE BANK OFf ENGLAND. 1914 1821

Netional Defence Loan of Government
of French Republic 4% Rentes per

Result 2,698 applicetions

With subscriptions in Dublin
emount reised (including

Preasury Bills £101,000) Fcs .67, 972, 900
National Defence Loan of Government
of French Republic 4% Rentes (in
London only) Pixed asmount Fcs.520, 000,000
Result 3,117 Applications
Balence taken up by British
Government
Sir W.G.Armstrong Whitworth & Co.Ltd.
63% Non Cumulative 3rd Preference
Shares of £1
Result Share-
holdexs 35, 865 allotted 73
Public 2,159 = 628,953 allotted
Under
writers
(firm) 21 = 172,000 allotted
Under-
writers 92 = 828,000
Applications 4,561=£2 364, 818 £1, 00
«(£100 and under received 100%
above £100 received
"(up to £100 received 60%
£100 to £250 50%
£250 to £1, 000 40%
above £1, 000 35 .5%)
Birkenhead Corporation 5% 1324/34
Result Public Applicetions 315 £251, 000

Underwriters . 35 829, 000

£1, 080, 000
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THE BANR OF ENGLAND, 10V 4 1921

Sudan Government 54% Guarenteed Bonds
Regult 2,055 Applicetione for

£100 end £200 in full,
remainder about 40%

Metropoliten Water "C" 5%% Stock 1929/39

Result 1,840 Applications
Up to £500 in full,
remainder about 63%

London Associated Reinsurence
Corporation Ltd. £1 7% Cumulative
Participating i‘reference Shares

The Bank did not manege the issue but
acted a8 Bankexrs® for the Corporation
to receive the applicetion money
charging £100 for the service

Jueensland 0% Inscribed Stock 1

Result 3,279 appliceticns for

£100 to £500 in fuiil
£600 to £1, 400 allotted £500
£1,500 and above about 3E

Liverpool 6% Stock 193C/50

Result 2,192 Applicetions

From Public
Allotted "Pirm’

Underwritere (30#% of amount
underwritten)

London County 5%% Bonds 1330
Result 1,264 applicetions
Underwriters about IO
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Result 1,002 Applications

Underwriters about 68%

Result 651 Ordinary Apglications

646 Shareholders

Underwriters

13. 9.20 Brighton Bristol FPlymouth Fortsmouth
£500m £1,5000 £1,0001 £1, oool
Swansee 6% Stocks 1940/50
£1, 0001

(Jointly with three other Benis)
Bank for Swansea

Result of Swansea Issue
163 Applications

Underwriters took 91%
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3. 7.20 Corporation of London 53% Bonds 1328

16. 7.20 Imperial Paper Mills Ltd.73% Gusranteed
Fifteen Year 1lst Mortgsge Debenture

1, 440, 395

4

Stock £800, 000
Result Applications
Public 2,663 £1,377,040 allotted £400, 740
Share-
holders 448 193, 760 allotted
3,111 £1,570, 820
Under-
writers 62 428, 000 allotted 50, 00X
3,173 £1, 998, 820
5. 7.20 Sir W.G.Armstrong Whitworth & Co.Ltd.
1946 63% 2nd MortgeZe Debenture Stock £2,000,000
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3.11.20

2. 2.21

26. 2.21

12, 3.21

20. 4.21

27. 6.21

THE BANRX OF ENRDLAND. 1874 1921,

Metropolitan Water “C” Stock 1929/39
Result 629 Applications
Underwriters 78%
Birkenhead Newcastle Nottinghem Salford
£1, ooom £1, 0001 £1, 0002 £7500
6% Stocks 1936/51

{(jointly with three other Banks)}
Bank for Birkenhead

Result of Birkenhead Issue
492 Applications for

Underwriters 52.58%

Suden Govermment 52%% Gueranteed Bonds
Result 704 Applications
Underwriters apbout 85%
Birminghem Liverpool 53% Stocls 1941/61
£3,0008  £3, 5008
{Bank for Liverpocol
Result of Liverpool Issue
1,290 Applications for
Underwriters 73%
Government of India 7% Stock/Bonds
1926/31
Result 6,593 Applications for
£50 to £2,000 in full

£2,100 to £15,000 received £2,000

above £15,000 abour 11.3%

New Zealand Government 6% Inscribed
Stock 1936/51
Result 2,549 Applications

Underwriters 582%
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£36, 509,450

£5,000,000

£2,070, 200



10. 8.14
24. 9.14
5.11.14
8. 4.15
6. 5.15
24. 6.15
20. 7.16
19.10.16
IfA% 227
18.10.17
13.12.17
14. 2.18
15. 8.18
19. 9.18
21.11.18
13. 2.19
13. 3.19
12. 2.20
4. 3.20
2. 7.20
10. 2.21

THE BANK OF ENGLAND. 1814 1021.

DONATIONS TO SFECIAL WAR CHARITIES, &C.

Prinoe of Wales National Relief Fund

Salvation Army War Emergency Fund

British Red Cross Society £1,C

War Nurses Relief Fund

Russian Benevolent Fund

British Red Cross & St .John's Ambulance

Lord Kitchener Memorial Fund

British Red Cross & St.John's Ambulance

Salvation Army Waxr Pund

British Red Cross & St .John's Ambulance

Halifax (N.S.) Relief Fund

Y.M.C.&. (Huts at Front)

British Red Cross & St .John's Ambulance

University of London Commercial Degree
and same amount for the first 5 years
after scheme comes into operation

Institute of Bankers (War Deficit)

Lord Meyor's Fund for reception of City
Troops

City of Hull Great War Trust
Offioers' Assooiation

Institute of Bankers, to meet War Deficit,

about £3,300
Vienna Bmergency Relief Fund (anonymously) £500
City of Verdun Fund £1,000
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AIR RAID REGUIATIONS

%1lst March 1916

Precautions8 to be taken (in order shown) by Officials

in Charge upon the receipt of an Official Warning

(1) Stop the Firemen's rounds at once and station two
Firemen on the roof - one in each of the splinter-proof
shelters. They should be relieved hourly.

(2) Station the remaining Firemen -

() One in the Well Yard.

(b) One in the Barrack Yard.

(c) One in the Garden.

(d) One in the Bullion Yard.

{(3) Station a messenger in the Piremen's Kitchen with the
following instructions:-

(a) To test both telephones to the roof shelters
and ascertain that the roof Firemen are at
their stations

(b) To make a call half-hourly (at least) to each
shelter.

(c) Upon receiving a call that the Bank has been
struck, to ascertain where and then proceed to
the Official in Charge via the Well Yard and
Barreok Yard, and then to the Front Courtyard
via the Bank Garden, telling the Firemen at
these point8 en route, and thence on to the
Bullion Yard.

(A copy of these instructions will be found hanging in the
Firemen's Kitchen. )
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(4) Request the Officer on Guard to double the Sentries
on all Gates and to have the remeining men ready in the
Guard Room at instant call.

(5) Stop the Nightly Watch Rounds and station the
Superintendents in their own room to await instructions.

(6) Switoh over all telephones to the Front Courtyard
vizi-

(1) 135 Central (from Official in Charge Room).
(2) 220 Central (from Nightly Watoh Room).
(3) Internal Pire Alarm and Telephone.

(7) Station a Porter, to act as Messenger, at each gate
(in addition to the double Sentzvy) and instmict the Head
Gate Porter to summon all the Nightly Staff to stand by.

(8) Instruct the Nightly Superintendents to unlock, but
not actuelly to open, all the Bank Gates,

(9) To provide that eleotrio light oircuits may be cut
off by direction, station a Messenger in the Well Yard
Switohroom with a book of eleotric light circuits and give
one of the Messengers in the Front Courtyard a seoond book
of oirouits for the Threadneedle Street Switchroom,

{10) Start the well-pumps going and pump until the tanks
are full, (This will be done by the Fireman stationed in
the Well Yard. )

(11) Instruct one of the Nightly Superintendents to put

the Tellers Top Look Key in his pooket.
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(12) The Official in Charge should keep the Cashiers'
bottom Look Key in his own pocket, together with eleotric
light, &c., circuit book,

(13) Telephone to the City Police, at intervals, for any
further news which may have come to bhand,

(14) Any part of the Bank where work is still in progress

should be advised.

NOTE. [f no warning has been received and the raid is of
the nature of a sudden surprise, the intexrmal Fire Alamn
should be rung.
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AIR RAID REGULATIONS

November 1917
Precautions usually taken upon receipt of an Official Warning

It must be understood that these are not hard and
fast regulations. The Official in Charge, upon whom &ll

responsibility rests, will exercise his discretion.

(1) If the raid takes place af'ter working hours .e.at
present, after 11 p.m.) the Pire Alarm is rung, in add’tion
to the bells.

{2) Until firing commences the two Firemen on the roof
remain at their posts. Thereafter the six Piremen are

stationed as follows -

Up till 8.p.m.and (a) Two in the Piremen's Kitchen,

on Saturdays and .

Sundays (till 8 (b) One in the Ba.rrack Yard.

p.m. } there are . |

only 4 firemen (o) One in the North West Coyner of the Bank.

(d) One in the Bullion Yard.
(e) One in the Front Courtyard.

(3) The Piremen, if the Bank is struck, go at onoe to the
point struok and notify the other Firemen to do the same and
they report by Messenger to the Official in Chazrge.

(4) The Officer on Guard doubles the Sentries on all Gates
and has the remaining men reéady in the Guard Rcom at instant

call,
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{5) The Nightly Watoh Rounds are stopped and the Nightly
Superintendents unlock, but do not actually open, the
Lothbury Gate (and if desirable other Gates exoept the
Workmen's Gate) and keep the Tellers' Top Lock Key out in
readiness,

(6) All telephones are switched over to the Front
Courtyard.

(7) A Porter is stationed to aot as Messenger at eaoh Gate
(in addition to the double Sentry) and the Head Cate Porter
summons &1l the Nightly Staff to stand by.

(8) The well-pumps are started going and pumped until the
tanks are full, (This will be dene by the Stoker on duty. )

(9) The Offioial in Charge keeps the Cashiers' bottom Look
Key and the three Keys giving access to Chief Cashier's
Office Safe A Division A out in readiness, unless he carries

the Offioial in Charge's Key Box, in whioh oase the three A

Keys should be left in their usual place.
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