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CHAPTER THIRTEEN

British banks in the Euro-markets,
and industrial finance 1965-1985

Takao Kamikawa

The purpose of this chapter is to examine the relationship between the
Euro-currency business of the London clearing banks [LCBs] and British
industrial finance. London’s Euro-markets, following their emergence
during the mid-1950s, grew rapidly. They differed considerably from
 traditional financial markets because the currency traded was primarily
the US dollar, as opposed to the pound sterling. The Euro-markets can
be divided into three: the deposit market (pred ly the interbank
market), the Euro-credit market and the Euro-bond market. In these
markets, there was no lender of last resort and the authorities had no
direct control over the flow of funds. All the Euro-markets provided the
LCBs with new opportunities to develop aspects of inter ional banking,
which they took up primarily through subsidiaries and thereby formed
a new connection with British industry.!
This chapter is a study of the structure of the LCBs* Euro-currency
business and its relationship to British industrial finance. The ‘Big Four’
LCBs (National Westminster, Barclays, Midland and Lloyds) are
considered in detail. The di ion begins by ining the changing
structure of their deposits arising from the Euro-markets’ rapid growth.
Then their Euro-credit business is considered, in terms of the development
by these banks of new connections with British industry, especially
through the Euro-syndicated loan market. Finally, the focus moves to
the banks’ participation in securities business, particularly underwriting,
in the Euro-bond market.

The changing structure of the LCBs® deposits, resulting from the
remarkable expansion of the Euro-markets, is illustrated by their balance
sheet data. Table 13.1 shows the structure of deposits held by the ‘Big
Four’ by type and geography for 1980 and 1985; the striking feature
was the growing importance of deposits placed at their international
offices. The bulk of these liabilities isted of time deposits, largely
placed with the LCBs’ international offices situated in the United
Kingdom, where the largest Euro-markets in the world had become
established. A time deposit in the Euro-markets was a short-term deposit
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