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Unit One Part A The Bank of England

Unit One

Part A The Bank of England

Founded in 1694, the Bank of England is the Central Bank of
UK. It was a joint stock company when it was originally formed for
the sole purpose of financing the war against France. By virtue of
the Bank Charter Act 1844, which gave it the sole power to issue
banknotes, the Bank of England was split into two parts; the Bank
ing Department and the Issuing Department.

The Banking Department handles the banking operations which
may influence government policies, the operations of the commercial
banks and the money market. The Issuing Department is responsible
for the issuance of banknotes.

The Bank of England Act 1946 allowed the State’s acquisition
of the Bank — a transformation of the Bank from private to public
ownership. The Act, which empowers the Treasury (in consultation
with the Governor of the Bank of England) to give the Bank such
directives as it considered necessary in the public interest, also pro-
vides for recommendations to the other banking institutions who
have to comply with certain rules and regulations. If they do not
comply, the Bank may issue certain directives to them.

The Banking Act 1979 gave the Bank of England even more
power to control the operations of the deposit-taking institutions. In
addition, the Act also extended authority to oversee matters con-

1



Unit One Part A The Bank of England

cerning the protection of depositors and commercial advertising in
connection with institutional deposit.

Functions of the Bank of England

@ Central Bank: responsible for the issue of banknotes in
England and Wales, raising {inance for the government, implemen-
ting monetary policies of the government.

© Bankers’ Bank: handles the daily settlements of clearing,
operates as a discount house, and serves a limited number of private
customers.

@ Lender of last resort: provides liquidity assistance to banks
in difficulties when there is a massive bank run.

@ Market intervention: operates in the markets, especially
the discount market, to influence interest rates and foreign exchange
rates and to implement other governmental monetary policies.

@ International role: participates in the international activi-
ties of organizations such as the International Monetary Fund, the
International Bank for Reconstruction and Developrﬁent or the
World Bank.

@ Domestic supervisory responsibilities: ensures the registra-
tion of deposit-taking institutions, performs a broad supervisory role
for the conduct of the domestic deposit-taking institutions and main-
tains open channels for communication betweén the Bank and other

financial institutions.
New Words & Phrases

1. the Bank of England 3&4§ 24847
2. Central Bank #2447
3. joint stock company BB AF(ARHALIERZ —, &
HEARRERRMERFTERETARNEEEZEL,)
2



Unit One Part A The Bank of England

4. sole é. A HE—

5. by virtue of fREE;FEME;BHT;EA

6. Bank Charter Act 4% 2 fRAT & B (1844 FF L. K&K
BIRLRE , 2e#E 2 4R17 REERTT 1400 TRGE RS BROBRITE,
A BR T RRITSHFOAIE 100% W ESRIE. ERUERK
RIFEIE N ERIA . HAYMMEHREERKRNEEZEAY KR,
WO R ) XFR IR IR 48810 ) o)

7. Banking Department 4317 & L&

8. Issuing Department M &17%B

9. banknotes n. 4RITHEE;HI1TH

10. the Bank of England Act ZE# 2478

11. acquisiion n. 3K#;IKBY ;WG ;3HkH

12. transformation n. #%

13. empower v. A, MW

14. the Treasury (3&) W BER

15. in consultation with 5. BE®; 5

16. directives =n. 4 ;{55

17. public interest 2> A F 35

18. recommendation n. HEFE;NH

19. banking institution 4£BfTHL14

20. comply (with) o». <F;HRH

21. rules and regulations HLE 4§ \

22. deposit-taking institutions 3 ZF XKL

23. oversee v. WIE;WEH KA

24. implement wv. HWH;IIT

25. monetary policies R HEE

26. daily settlements of clearing B EEXHBKIFE

27. discount house BEBLRF ; NI 4F

28. lender of last resort YEANBREFEHMBRRAAFERTF
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Unit One Part A The Bank of England

RBPITHEHF. SLEEBTRIAKRERIN, FREFTHEEE
FTHK)

29. liquidity n. WL ;WMahE

30. bank run $RITH %

31. market intervention W35 Hi

32. foreign exchange rates #MLCILCER

33. participate (in) ». &5

34. International Monetary Fund B HELSHS

35. International Bank for Reconstruction and Development
E PR 2 X R4BIT (XFK the World Bank  tH R 447)

36. supervisory n. MHE

37. registration n. ¥ig;iEM

38. financial institutions € REHLH

Exercises

1.Turn the following into English :
(1) 45 2447
(2) BITELI
(3) BB
(4) BEZFINH
(5) MEFIE .
(6) AT ABLR
(7) BEBRAT
(8) ARF2E
(9) BRfEMmELHAN
(10) R ERFT

2. Fill in the blanks with proper words or phrases given below:



Unit One Part A The Bank of England

discount house banknotes registration
interest rates open channels bank run
International Monetary Fund Bankers’ bank
supervisory monetary policies

Functions of the Bank of England

— Central Bank: responsible for the issue of (1) in
England and Wales, raising finance for the government, implemen-
ting (2) of the government.

— (3) : handles the daily settlements of clearing,
operates as a (4) , and serves a limited number of private
customers.

— Lender of last resort: provides liquidity assistance to banks
in difficulties when there is a massive (5) .

— Market intervention: operates in the markets, especially the
discount market, to influence (6) and foreign exchange
rates and to implement other governmental monetary policies.

— International role: participates in the international activities
of organizations such as the (7) and the World Bank.

— Domestic supervisory responsibilities: ensures the (8)
of deposit-taking institutions, performs a broad (9) role
for the conduct of the domestic deposit-taking institutions and main-
tains (10) for communication between the Bank and other

financial institutions.

3. Multiple choice:
(1) The Bank of England was when it was ori-
ginally formed for the sole purpose of financing the war

against France.



Unit One Part A The Bank of England

A. a joint stock company
B. a private banker
C. a state-owned commercial bank
D. a stock exchange
(2) The Bank Charter Act 1844 gave the Bank of England the
sole power
A. to act as an central bank
B. to influence government policies
C. to issue banknotes
D. to transform from private to public ownership
(3) The Banking Department handles the banking operations
which may influence , the operations of the
commercial banks and the money market. :
A. the interest rates
B. government policy
C. the exchange regulations:
D. the issuance of bank notes
(4) the Bank of England began to operate the
functions of a Central Bank.
A. In 1694
B. In 1844
C. In 1946
D. In 1979
(5) The Banking Act 1979 gave the Bank of England even
more power to control the operations of the
institutions.
A. financial
B. non-financial

C. {oreign
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D. depositing

REZWITHET 1694 £, REEN P RET. BYUER—
EBRGEE AR, FRABRME-—BNREINRKRSEERS., B
N 1844 FFEN M B IREFI" R F R LBFE—RITEETEY
AR AL ERAT B BB 4r 4RAT B L SR T &£ 17 %

MITE LA FTAETEE WEFBEOET L SRE B
WRITIEEMETITHELE, KHATHRARBTENLT.

1946 FMA KA LBITEAFBITEAL, AHLERK 24
FTTMRE BN AR H . BB LBTERMUBENL MBS
FWZMOT TR ABITTAENETAIAIAFBBEN
7 [ e 0 1 A 06 250 38 <F 48 47 AL 25 4 BE B SR AT ML 3R o Y,
IR AMATA HSF T 2B MBATR LIS,

1979 FMAMBITERFEBLBTERNNA, SHES
FENMMEELS. BRIt BT ER RN EE L BIPR
KARR BN RN EROBE LS %,

FEAE L RATAOERRE .

@ FTREFT ARRBLARRIHMEHBITHENET,

NEITERR S, RATBUF B 5% FB .,
® WITMERT LABAEFREFEVE LBFEERN,H
HEBERE T EEF RS,

@ ENREFBRURKA YR4EKBHBITHLE, N
BTHEMRITRER ST
£ H9EB,

® iyZTHm féﬁﬁi%éé%%%ﬂ%éé%ﬁﬁﬂﬁi%ﬂﬁ?

BUF R AL, H AT BUF E A 15 T BE
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@ EHERFKE Z25HFALNED, WERRTEEAN.
PR B IT R ARAT At AR AT
@ EHAEERE RIERZFROHHGTM, O EHHNEZ
R e R B B EE, I B
A RAT 5 KA R R B8 R 15818
IRiH,

HIER

(1) Bank of England
(2) Banking Department
(3) joint stock company
(4) deposit-taking institution
(5) rules and regulations
(6) implement monetary policy
(7) discount house
(8) public interest

- €9) International Monetary Fund
(10) World Bank

(1) banknotes

(2) monetary policies

(3) Bankers’ Bank

(4) discount house

(5) difficulties

(6) interest rates

(7) International Monetary Fund
(8) registration

(9) supervisory



Unit One Part B The Federal Reserve System

(10) open channels

(A @¢c @B @WC (5D

Part B The Federal Reserve
System

As a member of the Federal Reserve System, commercial banks
must keep reserves on deposit at the Federal Reserve Bank or branch
that serves their area. Three major benefits accrue to commercial
banks through their membership in the Federal Reserve System:
ease of check clearance, electronic fund transfer, and ability to bor-
row {rom the Fed.

Check Clearance. Checks written on the banks’ accounts are
cleared through the system quickly and efficiently. About 47 billion
checks are processed each year through the collection system. The
expedited Funds Availability Act, which took effect on September
1, 1988, limits the time a bank may hold a check for deposit wi-
thout giving the depositor access to the funds. More than 400 mil-
lion checks are returned (bounced) each year.

Electronic Fund Transfer. The Federal funds transfer system
permits the electronic transfer of money between member banks and
between accounts at member banks. Federal funds are those held on
reserve for each commercial bank at the Federal Reserve Bank or
branch serving that area. Cleared checks reduce or increase a bank’s

reserve account each day. Also, a bank customer may transfer funds

9



Unit One Part B The Federal Reserve System

electronically from one bank to another. If a customer at Bank A
wishes to transfer cash from a checking account to another bank ac-
count anywhere within the United States in a matter of minutes, the
customer uses Bank A’s wire transfer service. There may be a fee,
ranging from $8 to $ 15, and sometimes a fee is charged at each
end. Bank A does not actually transfer the funds by telephone.  In-
stead it reduces its reserve account at the Fed and the receiving bank
increases its reserve at the Fed.

Once a week on Wednesdays, all banks adjust their reserve ac-
counts to bring them within limits set by the Fed. Daily adjustments
may also be needed. Banks with excess reserves lend to banks with
less-than-limit reserves, and interest, known as the federal funds
rate, is paid for such daily use of reserves. The Fed monitors the
federal funds rate daily and may insert funds into the system or
withdraw funds to keep the rate within its current interest-rate tar-
gets.

Borrowing Ability. Banks may borrow funds directly from the
Fed by offering assets as collateral at what is figuratively called the
discount window. When a member bank borrows from the Fed, it
pays the going discount rate. When the Fed lowers the discount
rate, banks tend to borrow more. As a result, the money supply in-

creases 4nd credit availability expands. Thus, when the Fed wishes

_to encourage business activity, it may lower the discount rate to

boost borrowing. If inflation appears to be heating up, the Fed will
raise the discount rate to discourage borrowing. Stock market
watchers pay close attention to the Fed’s manipulation of the dis-
count rate. Historically, when the Fed lowers the discount rate,
stock prices have tended to rise; when the Fed raises the discount
rate, stock prices are likely to trend, or move, downward.
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