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Memorand

By convinced we need powers as broad as those pro

7 a‘"(‘rrx‘grtmellor of the Exchequer for the control of bgnkp:z;gez.
mctﬂpmore I question whether they would be used in the way
F\lrapéntly cor\tompla§ffd- I belleve_the Government could achieve
irt)}s) objectives by a less controversial route.

Evenso on many aspects of his proposals the Chancellor and I are
in agreement. I accept that, in its present form, the Banking
ict is a blunt and inadequate instrument for responding to a bank
takeover. I therefore accept the need for legislation. The
Chancellor and I are also fully agreed on another element of his
proposals, namely that our competition legislation must continue
to apply to the financial sector.

Where I differ from the Chancellor is on the nature and extent of
the powers to be sought. There is no difficulty in Jjustifying, in
the international or the domestic community, powers to prevent

bank mergers on prudential grounds, and perhaps other grounds
relating to the peculiarities of banking compared with other economic
ativities. My own powers in relation to takeovers of insurance
companies are a case in point. They are "prudential" powers and
are limited to considerations of competence, probity, and financial
standing. They are uncontroversial, so long of course as I exercise
them Teasonably, consider representations made to me, and disclose
% the parties my grounds for preventing an assumption of control.

Eidcomr“t, the Chancellor seeks far wider powers, based on
0 eflr-led grounds of public interest. Domestically, they amount
"Ouidnrtu?‘lly unfettered power of veto. Internationally, they
of th ke aimed at enabling the Chancellor to preyent the takeover
Seinited Kingdom bank by a non-EC organisat_:10n~of‘utmostt_ .
financial solidity and general standing in mter:a ;gx;:
bl ¢ircles, solely on grounds of nationality. (I mo e
that aocPted that we cannot act towards an EC_organ1sati;n =
ang > 3nd that of course includes EC subsidiaries of Ameri
Othep banks. )
I am s .
. dogbtfulﬂ"hether the powers could effectively b&mglﬁrthls
Wlege) Mind it is imprudent to seek them. !l‘.he‘n i U
Stateq ~8€S that reasons for preventing a merger wi it
iMeregy O State simply that it would be contrary to e g
Yould not be adequate. It follows that he ;?ament il 58
o SXplain to the parties and indeed to Far lt Sh
S of foreign ownership - he had prevented the take
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- ited Kingdom bank by (say) an American o
Qagﬁiﬁ; respect unobjectionable. Faced wjtp gklfet}r::t Yag g
e i consingmes for oup inwarqe‘.i foraeva".'
policy in general and for relations with tpe Unj toq iDVegqlhy
Administration in particular could be DrO found]s ; Stﬁltea .
Indeed I question whether we would f{ge% able to takeaglng_
There is, furthermore, even the Possibility op o dec-t}.’e e
chadlevged. ioc SHpcaute, OB grounds of I‘easonableneslslon beiﬂmn‘
cannot contemplate actually using the power, tp o

i 3 g ere § £ v
case for provoking controversy by seeking it, 18 of °°“§‘aq
L)

ernative is moreover z_alre_eady available tq e
l{gngéglies and Mergers Com:nlss;on'. Although we C:;Ln;g t(:he
never wish) to direct the Commission to reach a Particularld Youly
in making merger refgrences we can point up Particylay aar °°ﬂclu5‘
want examined. It might well find that the takeover op Specty i
United Kingdom clearing bank by a foreign bax_1k Would e ioma‘m
the public interest. I could then use my existin m:z.;u.“0

l‘evm

i i & DPow
it at less cost to our wider interests. Powers t,

My conclusion remains that the Chancellor" should do pg more t

the minimum necessary. Any proposed legislation should pe ke :n

to a minimum and be as uncontroversial as possible, The Changeu
should seek an acceptable power to prevent bank mergers anq t“eo:r
on defined prudential grounds. Such "banking" 8rounds would pe b
largely technical. A general "public interest" criterion, deg
to enable nationality to be a ground for refusing a DeTrger, youlg i
seen for what it was, and could well provoke more Tetaliatory hay
than national benefit.

Department of Trade WJB
1 Victoria Street
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