im&“sinm  g°r gd bgdc  hsr
ghfgdrs  kdudkr eng sesddm
xd qrt kd uhm®  Bikhnmr  ne
gntrdgnkcr  rsqtffimf  wisg
sgdhg wvddjkx ahkkr- Ld mwgfkd
“m  tmogdbdcdmsdc M mbh Tk
bghrir g r wgntfgs g unb fm
sgd vngkc ne a mjmf “mc rdms
sgd dbnmn B x rohg kmF hmsn ~
rdgntr gdbdrrinm- @F hmrs rtbg
~ a bjcgno hs hr mns rtgogirimf
sngd~qgdod sdc b krengq™chbk
bg mfdr sn sgd vngjimfr ne sgd
TJor dbnmn bbb hmrshstshnmr-
Sghr hmbktcdr fgnwimf cntasr
“gntme sgd ogduhntrkx muhnk™akd
timcdodmcdmbd ne sgd A “mj ne
DmFk~me-

Sgir o odg rtqudxr sgd
“gfthdmsr eng TJ HEnmds gx
onkibx qdenql- #s “qftdr sg°s
sgd A"mj mddcr sn “cnos
BIngd Sdwhakd ~oogn~bg sn hsr
im&~shnm - B "mc sd+  hmbktchmE
s~ jim¥ Fqd"sdg ~bbntms ne ~rrds
oghbd B nud B dmsr-

Ats wvisg sgd a mjimF rdbsng
a“hknts dmbntg fimf etgsgdg
onkistb~k  hmsdgedgdmbd  fm  sgd
sm mbh~k rxrsd B +sgdqd hr mnv ~
ghrj sn ntq knm¥ sdqg B dbnmn Bhb
rs”afkisx eqn B onkhsitb ™k B dcckmf
tm sgd A™mj ne Dmfi"mc- Sgd
0~ odg bnmbktcdr sg~s sgd A™mj
bntkc gdronmc B ngd ~Fgdrriudkx
sn sgd qdbdrrinm the hs wdqd
g msdc sgd eqgdden B sn rds fisr
nwvm hms~shinm s~ qFds whsghm sgd
agn"c o g Bdsdgr drs akirgdc
ax sgd fnudgmBdms D ~ qdeng il
sg~s wvntkc agmF s hmsn kmd
visg sgd B Tingisx ne nsgdg
timcdodmcdms bdmsq~k a~mjr-

The government’s decision
im 0886 sn fg'ms sgd A mj ne
Dmfk™mc tmcdodmedmbd hr whcdkx
gdf gcdc "r Kantgr HEnrs
hBongs ms dbnmn Bhb gdenqlB- Eng
nudg - cdb cd sgd TJ dminxdc+
ax ghrsnghb™k rsmeTqert knv “mc
rs-akd hmsdgdrs g sdr “mc = admifm
hms ~shnm~gx bkh I ~sd- #s hr sgdgdenqgd
mns rtqogirim® sg~s = rsqgnm¥ cdfqdd
ne onkishb™k bnmrdmrtr cdudknodc
“gntmc sgd rtbbdrr ne sgd A mjor
imrshstsinm™k eq™ Bdwvngj-

November 2008

Alasdair Murray
Giles Wilkes

CENTRE:

Gnwvdudgt svn cq” I “shb dbnmn Bhb
dudmsr g ud agntfgs sgd A mjor
qd Bhs tmedq tmsdmrd rbgtshmx- Ehgrs+
fis g~ r e bdc bghshbhr B nudg hsr gnikd
kd™cimF to sn “mc “esdq sgd bgdchs
bgtmbg D sgd bnki ord im a~mjhmF
hpthchsx sg~s adf m tm @tFtrs
1//6 "mcro gjdc " fkna ksm mbhk
bohirtir tm “tst@m 1//7-° Rdbnmc+
T rtqfd tm bnmrtldg ogibdr g r
rgnwvm ogdutntr ogdchbstnmr ne dsgd
cd’sg ne m&~shnmg sn g ud addm
bn B ok™bdms-2 K™ qfd ogibd ghrdr eng
ennct ntk “mc nsgdq bn B B nchsidr
Bd m sg's enqg rnld odnokd sgd
bnrs ne kuhm¥ hr tmbgd™ rim¥ s sgd
e rsdrs o~ bd eng ~ TFdmdq shnm-

0 Sgd gdftk sngx “mc srb”keq” Bdwvngjr
Vvik ad sgd rtaidbs ne etstqd
BdmsgdEngt | o~ odgr-

1 Q Annskd+ dSgd cd’sg ne fm&shinmgt
0885-



1 , Sgd onlkhstbr ne fms ~shnm

Rising prices hurt every
household, cutting
disposable incomes
and undermining living
standards

@ssgd r~ Bd shld+sgd e kntseqn i
sgd bgdchs bqtmbg “mc sgd bnkord
ne sgd gntrimf B qjds g ud rdms
sgd dbnmnEx Imsn = cnwvmv qc
rohg k-

Lnmds™gx onkibx g r nmbd ~F hm
adbn Bd ™ gns onkhstbkhrrtd- \Vgfkd
sgd etk h B o~ bs ne sgd bgdchs bqgtmbg
hr nmkx adfhimmim¥ sn eddc sgqntfg
sn sgd whcdg dbnmnBx+ girimF
oghbdr g~ ud gtgs dudgx gntrdgnkct
btssimf chronr~akd fmbnBdr “mc
tmedg B hmimE kutm® rs”me~ger- Sgd
bnBam sinm ne sgdrd bgwrdr g°r
ogncthdc sgd akd™ jdrs dbnmn Bib
ntsknnj engq sesddm xd~qr-

@r " qdrtkst swn B 7ing bgshbhr Br
ne sgd A"mj ne Dmf " mcor B nmds™gx
qdfild g ud £ hmdc dwsq™ r~khdmbd-
Sgd sgrs fir sg”s Bnmds™gx onkibx
cdbhrinmr  “gqd s”jdm trimf sgd
dvgnmfg Bd rtgd ne Ims~shinm- Sgd
Bnmrdqu~shudr+ = Bnmf nsgdgr+
g ud addm bagishb~k ne sgd enbtr nm
sgd BnmrtBdg Ogibdr tmcdw "BOH(
im&~sinm  Bd™rtqd+ bk hBmE hs hr
nmkx knnrdkx qdk“sdc sn sgd ghrimT
bnrs ne Wum® “mc e“hkr sn s”jd
ognodg ~bbntms ne gntrimT gdk"sdc
bnrsr-®Sgdx “qftdsghrirc™ 1~ fimf
sgd bgdchafiisx ne B nmds™gx onkibx
“mc g”r bnmsghatsdc sn sgd btggdms
hmrs™ afkisx-

Sgd rdbnmc+ “mc Bnqde™q,qd " bgimT+
baishbhr B ir  sg™s  sgd  ATmjor
~oogn~bhg sn Bnmds~gx onkibx g r
addm fmrtesbhdmskx  Sdwhakd  sn
cdk wvisg B7ing dwsdgm™k rgnbjr-
Bstbr “qfFtd sgd A mjor mTggnv
I “mcsd ogdudmsdc hs btssimf g~ sdr
(- ohckx dmntfg sn gdko s ~ shlld ne
bairir- im o gshbtk g+ sgd swn xd™q
gngiynm whsghm wghbg sgd A mj
“hlr sn agmf hims~shnm sn hsr 1 odg
bdms s~ qfds b m kd~ud kisskd gnnll
enqg B mndtugd wgdm e bdc wihsg
“m dbnmnBtb rgnbj rtbg “r sgd
bgdchs bqtmbg- Sgd rtars msh™k g~ sd
btsr ne Nbsnadq “mc Mnud ladqg

2 Bnmrdqu~shud O~gsxt dSgd bnrs ne
khuhm¥ tmcdq K™ antqet L "gbg 1//7-

g ud addm wihcdkx vdkbn Bdc- Ats
sgdgd hr ~ rsgnm¥ “gFtBdms sg”s
sgd A"mj rgntkc g ud rs gsdc sn
gdctbd g sdr s "m d-gidg rs fd
ne sgd bgirirt “r sgd TR Edcdq’k
Qdrdqud chc- tmeddct sgd A mjor
cdbhrinm sn gdctbd ¢ sdr ax "m
tmogdbdcdmsdc  0-4  odgbdms™fd
ontmsr tm Mnud Badq 1//7 hr rddm
“r ognne ne hsr ogdutntr e fkm¥r-
Eng sgd sqrs shlld tim = Engd sg™m ~
cdb™cd+ onlhsibi™mr g~ud adftm sn
rdgntrix ptdrsinm sgd u~ktd ne sgd
A mjor imcdodmecdmbd-

im ~cchshnm+ rn Bd bgshbr B ~hms™hm
sg°s sgd A"mj etdc sn s jd
rtesbhdms ~bbntms ne ~rrds ogbdr
im hsr tmsdqdrs q sd cdbhrinmr+
“mc sg's hs Btrs sgdqdengd ad™q
~ ongstnm ne sgd ak® Bd engq sgd
gntrd oglbd annll “mc atrs- Sgd
A~mj bntkc g ud “cnosdc ~ onkibx
ne dkd mm¥ ~F hmrs sgd whmcgt ax
¢ hrim¥ g sdr ctgm¥ sgd annll “mc
knvdgmf sgdl ctgmf sgd atrst
sn ¢ Bodm sgd unk™shkhisx ne ~rrds
oghbdr-  Gnwdudgt fhsr  dwhrshm¥
0 “mcsd+ wisg hsr m™qqnwv enbtr nm
bnmrt B dg oghbd tm& ~stnm+ ~ood “qr
sn g ud kdes kisskd gnnll eng rthg
“ksdgm~shud ~oognbgdr-

Sghr o odg dw” Bhmdr sgdrd
bgstbir Ir - "mec “rjr  \wgdsgdg
"mc gnv sgd Enmds gx onkbx
eq- Bdwvngj rgntic ad gdengBdc-
fim o gstbtk gt s  “qftdr sgs
fqd sdg Sdwhankisx hm sgd e~bd ne
tmogdchbs™akd bgirdr hr hlBongs™ms
fe  "m hmcdodmcdms ATmj ne
DmFk™mc hr sn qds™hm hsr bgdchahkisx
“mc onotk gisx- Ats hs hr uhsTk
sg's bg mfdr sn gnwv sgd A"mj
nodqsdr cn mns bnBogn Bhrd sgd
g qc wvnm bgdchatkisx ne sgd k' rs
cdb cd- HKsr fimcdodmedmbd egn il
onkishb~k  fmsdgedgdmbd  rgntkc ad
rsqdmfsgdmdc-

Sgd TJ g~ r dminxdc ogibd rs” afkisx
eng rtbg ~ rtrs"hmdc odginc sg”s
hs ir rnBdshBdr chesbtks sn qdb ™k
vgx knv im&Tsinm adb™ Bd sgd
bgide fn~k ne dbnmnEhb onkbx-
Sggntfgnts sgd 086/r “mc 087/r
Aghs™fm rteedgdc odginchb ~kkx
egqn@  rohg kemF  oghbdr-  CtgmF
sghr odginct sgd whcdg dbnmn Bhb
bnrsr ne ghfg im&~sinm adb™ Bd

CENTRE:
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Bggs 09 Qds™fk Oghbd kmedw tm&~shnm+ 084/,1//7
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Rntgbd9 Nesbd eng M~ shinm™k Rs~shrsibr

imbgd ™ rimFkx bkd ~g- Tmrs™akd B nmdx
tmcdgBimdr  hmudrsBdms sg's hr
uhs™k eng donmn Bhb ognrodghsx ~“mc
gdmcdgr  FnudgmBdms  anggnwvimf
ognghahshudkx  dwodmrhud- Hs “krn
qdchrsghatsdr wdksg eqn @ r udqr
sn cdasngr+ tmcdgqBimdr sgd
bnmscdmbd ne sgd hmsdgm ™ shnm ™k
sm-mbhk bn B B tmisx “mc
rbg” Bakdr sgd ogibd rifm™kr sg”s
“qgd Bd ms sn gdftk sd sgd eqdd
I "gqjds dbnmn B x-

Sgd btggdmshms ~shnm™gx eq™ B dwvngj
Tqdv nts ne gdeng I r imsgnctbdc hm
0881 ax sgdm Bg mbdkng Mngll "m
K>EInms tm gdronmrd sn dAKbj
Vdcmdrc™xg D sgd ontmegr didbsinm
eqn B sgd Dtgnod™m Dwbg ™ mfd Q" sd
Ldbg mhr B- K™ Enmsgr rtbbdrrngt
Jdmmdsg Bk gqjd+  drsTakirgdc
sgd ogmbhokd sg~s hmsdgdrs g sd
cdbhrinmr rgntkc ad s jdm s
Inmsgkx B ddstimfr adswddm sgd
Bg mbdikng “mc sgd fnudgmng ne
sgd A"mj ne Dmfi"mc- Gd etgsgdq
imbgd~rdc sgd sq mro gdmbx ne
sgd cdbhrinm B~ jimF ognbdrr ax
qdftk gkx otakirgmf sgd Bimtsdr
ne sgdrd Bddsimfr+ “knmfricd °
pt~gsdgkx hm& ~shnm gdongs-

Fngcnm Agnwvm sgdm g msdc sgd
A mj nodqg sinm™k hmcdodmcdmbd
vgdm K antq snnj onwvdg im 0886-
Sgd  Amjor LnmdsTgx  Onkibx
Bnll Bhssdd "LOB( mnwv s jdr
sgd B nmsgkx cdbhrinm nm hmsdqdrs
¢ sdr wvgfkd sgd Bg mbdikngor qnikd
hr gdrsghbsdc sn rdssimf ~m fm& ™ shnm
s qfds “mmt kx “mc ~oonhmsimT sgd

fnudgmng “mc entq B d B adgr ne sgd
L OB- #m og bshtbd+ sgd Bg mbdkng
g r nmkx nmbd “ksdgdc sgd fm& " shnm
s qfdst egqn@ 1-4 sn 1 odq bdmst
vgdm gd bg mfdc sgd ~oognudc
Bd rtgd ne hm& shnm egn I QOHW
‘qds”hk ogibd tm&Tshnm - dwbktcimE
B ngsF~Fd hmsdgdrs bnrsr( sn BOH
im 1//2- Sghr qdengl gd B “tmr sgd
rntgbd ne bnmsgnudgrx wisg rnid
bk™h BtmF s gdkodc etgsgdq etdk sgd
gntrimf annll -

What has driven the recent
ghrd hm hm&~ shnm>

Sgd rtbbdrr ne sgd onrs,0881
qdeng B r gdkodc sgd TJ dbnmn I x
dminx ~ rtrs"hmdc odgnc ne knwv
im&~sinm ‘rdd Bggs O( wisgnts
r boisbimf  fgnwsg- Eng  mdTgkx

cdb cd sgd fnudgmng ne sgd
A mj “unhcdc g ummf sn whsd
sgd dwok™m sngx kdssdqg sn sgd
Bg mbdikng sg”s v r gdptigdc he
im$ ~shnm uddgdc O odgbdms™ fd onfims
“anud ng adknwv hsr sTgfds-  Sghr
odgengl "mbd v r bnmrhcdg” akx
adssdqg sg™m dwodbsdcd Rhg @k™m
Atcct ~ entmcimf BdBadg ne sgd
A mjor LOB+ r xr sg's s sgd
ntsrds+ ofs v r dwodbsdc sg”s sgd
fnudgmng wvntkc g ud sn waisd
kdssdq dudgx 04 B nmsgr nq rn-€* @s
sgd r Id sild+ a*rd ¢ sdr wdgd
I tms*hmdc s ghrsngib kkx  knwv
kdudkr9 sgd “udq fd rimbd 1 mt gx
1//7 g raddmkdrrsg m4 odqbdms+
3 @ Atcct dJddo rxrsdl wgibg g°r

vngjdc vdikgt AAB Nmimd+ 06 1tmd
1//7-



3 , Sgd onlsibr ne hms ~shnm

Bggs 19 Ennct cgimj ~mc sqg”mrongs hms ~shnm
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Rntgbd9 Nesbd eng M™shnm™k Rs~shrsibr

bnBo gdc sn 6-7 odg bdms eng sgd
088/r “mc 00-5 odg bdms hm sgd
087/r-*

Ats rimbd Bhc,1//6 m&~shnm g°r
imbgd~rdc g ohckx+ k™ qFdkx ctd sn
rg go g¢irdr fim sgd bnrs ne ennct

s mrongs ~mc dmdgfx- Sgdrd
vdgd tm stgm b~ trdc ax hmbgd™ rdr
im  fkna“k bnl Enchsx  oghbdr+

drodbh™kkx nfk “mc £~ r- Ats imb ~shnm
im nsgdq ~gd " r ne sgd donmnBx g°r
rn e q qdl “hmdc Btsdct “mc sgd
bnrs ne rn1d a”rib ognctbsr+ rtbg
“r “kbngnk+ bknsghmf “mc etgmhstgd+
g~ r dudm e kdm-

Sohr  rtqgfd bm hm&Tshinm  wntke
ognuhcd gtfd bg kdmfd eng
Inmds gx onkbx dudm he nsgdg
bnmchsinmr tm sgd dbnmn Bx \/dqd
admifm- Gnwdudgt sgd e kknts egn i
sgd bgdchs bgtmbg hr “krn onrimf
I "ing clesbtishdr- Sgd ognodgsx
I gjds hr o gstbtk gkx sgntakdc)d
BngsF~fd kdmctmf fr cnwvm nudg
4/ odq bdms egn B ~ xd~q ~fn+ “mc
gntrd ogbdr “gd “kgd cx 04 odqg
bdms nee sgdiq od” j+ whsg rnlid
“mTkxrsr ogdchibsimf T e~k ne nudg
2/ odq bdms- Sgd dbnmnlx °r
T owvgnkd tm TkBnrs bdgsThmkx  im
gdbdrrinm- tm sgd rtl Bdgt sgd
A mj e bdc "m tmdmuh~akd onkibx
ckd@ B~ D dhsgdq sn bts ¢ sdr
“me etdk m&Tshnm ng kdud sgd il
tmbg mfdc “mc dw bdga“sd sgd
cnvmstgm-  RnlBd  dbnmnBirsr
dudm adf ™ m sn g frd sgd onrrhafkisx
4 Rntgbdd ~tsgngry b kbtk™sinmr egnll
A mj ne Dmf"mec c”s”-

Transport

Clothing

Jan Jul Jan Jul Jan Jul Jan Jul
05 05 06 06 07 07 08 08

ne drs & sinmgt gdb Kimf  sgd
ril tks"mdntr antsr ne dbnmnBib
rsfm sinm “mc ogibd hmrs” afkisx
sg”s ok~ ftdc sgd 086/r-

Sgd gdbdms rtgfd im rn B d dutrhakdg
oghbdr D Bnrs mns™~akx a”rib enncr+
odsgnk “mc dmdgfx D g~ r kdc bgishbr
sn bihl sg~s nesbh™k sftgdr “qd
fqd ™ skx tmedgrs”simFsgd qd kg~ sd ne
ims~shnm- RnBd g~ ud dudm rntfgs
sn ogncthbd sgdig nvm “ksdgm”shudr
sn sgd BOH Eng dw” Bokd+ sgd
C hx Sdkdfg og “qftdr sg's 9sgd
“udgfd e Bfkx Btrs bnod wisg
im&~shnm sg~s fir swibd “r gifg “r
nesbh™k drshl “sdr&+ bismf = Qd~k
Bnrs ne Kutm¥ Hmcdw "QBKH( sg”s hr
ghrim¥ ~s 8-4 odq bdms nudq K+ \hsg
ennc oghbdr ghrim ~s 12 odg bdms-®

Sgd Bnmrdqu shudr g ud “krn
ptdgidc sgd “bbtg bx ne nesbhk
tm&~shnm - rs”shrshbr+  ognuhchm¥

rsgm¥ ne cntakd chfhs oghbd ghrdr+
rthbg “r atssdq ‘26 odg bdms( “mc
Sntg "11 odg bdms(+ ~r duhcdmbd-&
Sgdig gdongs ftm L Tgbg 1//7
ptdrsinmdc sgd Oghlld L.hmrsdgor
dbk™h Mg sg~s nesbh™k m&~shinm v~ r
1-4 odq bdmst hBokximF sg~s sgd

5 D V"l dSgd qd~k bnrs ne kuhm tmcdwd
8-4 odg bdmsgt Cfkx Sdkdfq og+ 05
Itmd 1//7-
6 Bnmrdgu~shud O~gsx+ dBnrs ne kuhmf
tmedq K™ antqet L"gbg 1//7-
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BOH Bd rtgd hr onksib™kx ah™rdc-
Sgd “m kxrhir+ kijd sgd Sdkdfq ogor
imcdwt enbtrdr bknrdkx nm hsd B r
vgibg “gd antfgs wddjkx ng
B nmsgkx+ ffmngm® B mx  kdrr
eqdptdmskx  otgbg rdc D ats
dbnmn Bib~kx hBongs™ms D fnncr
rtbg “r dkdbsgbTk hsdBr ng
bknsgim-

Sgd Nesbd eng M~ shnm™k Rs™shrshbr
'NMR(g™r B cd " gnatrs cdedmbhd
ne hsr Bdsgncnknfx ~F hmrs rthg
“ss bjr-7 #s bgdbjr nudq O//+///
oghbdr eng d~bg fm& shnm r~ B okd+
“mc rtqudxr sgd rodmcimf g afsr
ne 5/// gntrdgnkcr sn dmrtqd sgd
a“rjds ne fnncr fir gdogdrdmsshud-
im bnmsg rst sgd onotkirs bnrs
ne kutm¥ tmcdwdr cq” v nm ~ shimx
r- Bokd wisg ksskd ~ssdmshnm o~hc
sn wvdifgsimf hsd B r ~bbngchmf sn
“udq”fd o~ ssdgmr ne rodmcimf- Eng
dw™ Bokd+ sgd Sdkdfq ogor QBKH
trdr ~ ogibd bnBo ¢rnm risd sn
r Bokd itrs 12 hsdBr eqnl sgqdd
I "ing rtodgll “qjdsr- Sgd QBKHr
bk™hl sg™s sd~ a f ogbdr wdod
imbgd ™~ rim¥ ~s 14 odg bdms ~mmt kkx
V'r sgtr a‘rdc nm itrs sgqdd
ogbdr- Sgd NMR+ nm sgd nsgdg
g mct snnj 02/ gd cimfr egnl 1/
ag"mer ne sd™ a f sn rgnv " gird
ne kdrr sg™m 4 odq bdms-

Mn rimfkd Bd”rtgd ne mb shhm b™m
b~ ostqd dudgxnmdgr dwodgidmbd ne
gnv oghbdr “qd B num¥-Bnmrt B dqr
“qd m stgkx Engd rdmrhshud sn
¢rim®  oghbdr m knv bnrst ats
eqdptdmst “qd r ne dwodmchstqd+
rtbg “r ennc “mc odsgnkt sg m sn
e kr tim sgd bnrs ne dwodmriud nmbd,
~,xd™q otgbg~rdr rtbg “r ok°ri”
SUr nq engdifm gnkic™xr- m& ™ shnm
¢ sdr “krn u~gx adswvddm cheedgdms
fmbnBd+ “fd ng Fdnfg oghb’k
fgntor- Sgd knwvdrs imbn B d fgnto
rodmcr ognongshnm kix swibd  “r
I thg ne sgdhq mbn Bd nm ennc “mc
cghmj '04 odq bdms( “r sgd ghfgdrs
imbnBd fgnto ‘6 odq bdms(+ “mc
urskx Engd nm gdms *1/ odg
bdms bnBo~gdc sn 6 odg bdms(-®
L_nmds~gx onkbx hr g snn bagtcd “m
imrsqgt Bdms sn “kduh~sd sgd okifgs

7 Nesbd eng M sinm™k  Rsshrsibrt
dBnmrt B dg im%~shinm: odgbdosinm “mc
qd“khsxg+ 03 1tkx 1//7-

8 Nesbd eng M~ shinm™k Rs~shrshbr+ dE™ B hkx
Rodmchmfo+ 1//6-

Sgd onkishbr ne hm&~shnm , 4

Populist cost of living
indexes damage the
bgdchafkisx ne nesbh™k

hm& ~shinm ¢~ sdr ax
seeking to imply that
doqd "k im& “shnm ¢ sdr
are much higher than
nesbh k sFtgdr reffdrs

Sgd cheedgdms tm$ ~shinm
Bd rtgdr “mc sgdhg
sqd s Bdms ne gntrimf

The Retail Price Index (RPI)-
Sahr hr rshkk whcdkx trde eng
imcdwim® v~ fd bk"hlBr “mc
admdssr- Hs dwbktcdr sgd
rodmehm¥ o~ ssdgmr ne sgd sno
3 odg bdms ne d~gmdqr+ “r hs hr
Bd ms sn b ostqd sgd adg uhntg
ne sgd dsxohb~ky gntrdgnkc-
Sgd sqrs rtbg ogibd imcdw
vr bnlofkdc im 0803 “mc
V1 fimhsh™kkx €rdc sn ognuhcd

~ bnrs ne kuhm® imcdw- Sn

sghr dmc hs imbktcdr hsd B r kjd
bntmbhk sw “mc B ngsF™fd
hmsdgdrs o~ x Bdmsr sg~s ~qd mns
rsgibskx gdk~sdc sn dbnmn Bhb
bnmrt I osinm-

The Retail Price Index
excluding mortgage interest
payments (RPIX). Hmsgnctbdc
im 0864+ sghr imcdw hr sgd

r  Bd “r sgd QOH ats kd udr
nts Bngsf fd imsdgdrs

o~ x Bdmsr nwvimf sn gnv
sgdx bn B okib~sd sgd deedbs ne
imsdgdrs g~sd B nud Bdmsr nm
ims&~sinm-  Sgd bnrs ne nvmdg
nbbtohdc gntrimf hr imbktcdc
uh™ = Bd rtgd ne gntrimf
cdogdbh™shnm-

Consumer Price Index (CPI)-
Sghr v r k™ tmbgdc im 0886

ax Dtgnrs™st sgd Dtgnod™m
rs-shrsib~k nesbd+ hm ngcdg sn
bgd~sd ~ Bd rtgd ne im&”shinm
sg s v r rs"mc gchrdc adswvddm
DT BdNadg rs sdr- s dwbktcdr
ansg Bngsf fd o xBdmsr “mc
nwvmdg,nbbtohdc gntrimf bnrsr+
“ksgntfg qdms k o~ x Bdmsr “qd
fiudm ~ vdifgsimf- Tmkhjd sgd
nsgdq svvn Bd rtodr hs hmbktcdr
“kk gntrdgnkert Tr wvdk Tr
enqdhfm uhrisngr ~mc hmrshstshinmr+
im ngcdg sn ~bbtg sdkx b~ ostqd
"k bnmrt B dq " bshuhsx-
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Bg~gs 29 QOHW “mc BOH hm& ~shnm gdk~shud sn s~ qfdst “mc A™mj ne Dmfk™mc A™rd Q sd

RPIX inflation CPl inflation

—+= Base rate

0,

ne “mx rodbhsb fgnto+ qdf qckdrr
ne sgd rdudgisx ne sgdhq dwodghdmbd
ne hm&~shinm: rtbg bnmbdgmr b™m
nmkx deedbshudkx ad ~ccgdrrdc ax
srb’k Bd mr-

is hr mns rtqogrimf sg~s sgd
ogdrr rgntkc ghfgkifgs o gsibtk™g
utimdg akd  fgntor wvgn  “qd
rsqtFFimT whsg qdbdms oghbd ghrdr-
Ats onotkirs bnrs ne kutm¥ imcdwdr
c” 1" fd sgd bgdchansx ne nesbh™k
im&~sinm ¢~ sdr ax rddjhmF sn h B okx
sg's dgd kg ftm&Tshnm g sdr  Tod
I thbg gifgdg sg™m nesbi™k sftgdr
rtffdrs- He ms ~shnm v~ r gemmim T s
sgd kdudkr h B okhdc ax dsgd qdk bnrs
ne kutmfgt sgd A"mj wvntkc g ud mn
bgnhbd ats sn ghjd hmsdgdrs ¢ sdr
cq B shb ™ kx- ks hir g qc sn adkdud
sg’s sgr ntsbnlld fr wvg's sgd
him&~shnm g~ sd bgstbr ~gd rddjm¥ sn
“bghdud-

Qhu~k tm&~shnm B d” rtgdrd
RPIX versus CPI

Sgd Enmds™gx onkbx eq” Bdwvngj
~ssq”bsdc gdmdwvdc bagishbhr B \/gdm
sgd fnudgmBdms bg mfdc sgd
sqfds Bd rtqgd ne fm& shnm  hm
1//72- Sghr htmsdgedgdmbd  kdc
rnld bgshbr sn rtffdrs sg™s sgd
fnudgmBdms v r  cdihadg sdkx
bgnnrimf = Bd rtgd sg°s wvntkc
ad d ridg sn ~“bghdud- Hm o~ gshbtk™ g+
sgd cdbhrinm sn dwbktcd nwmdg,
nbbtotdc gntrimf bnrsr v°r
ghfgkx bnmsgnudqrh k-

tm 1//2 sgd sgdm Bg mbding
Fngcnm Agnwvm bg~mfdc sgd A™mj
ne Dmfk"mcor s qfdsdc Bd rtgd ne
hm& ~shnm eqn B sgd QOHW sn sgd BOH-
Sgd s qfds v r rilltks”mdntrkx

_The switch in
October 2003

RPIX target

CPI target

LMMMMMMMMM
55 08 B A 68 W G W G WM O W 8 3 W B

Rntgbd9 Nesbd eng M~ shnm™k Rs~shrstbr+ A~mj ne Dmfi™mc

gdctbdc egnll 1-4 odg bdms sn
1 odg bdms- Agnwvm itrshsdc sgd
bg mfd m sdqBr ne sgd BOHr
90 nqd qd kirstb bg™q~ bsdghr ~shnm ne
bnmrt Bdg adg uhlntg€+ hsr whcdg
onotk shinm bnudg™fd+ “mc sgd e~ bs
sg~s hs hir sgd alnrs bnlo ¢ akd
1 d” rtqd ne hm% ~shinm tmsdgm™ shnm ™~ kkx
“mc qdogdrdmsr hmsdgmshnm~k adrs
0q" bshbd&-%/

Gnwvdudgt s sgd silld B Tmx
dbnmn Bhrsr sqd~sdc sgd bg ™ mfd wisg
rtrofbinm- \ghkd sgd s~ qfds g~ c addm
knvdgdc ax itrs /-4 odgbdms™fd
onimsr+ sgd BO# v°r “bstkx O-2
odgbdms™fd onfimsr knwdg sg™m sgd
QOHW *rdd Bg~gs 2(-

Sgd NMR dwok™tmr sgd odgrhrsdmskx
knvdg tm&~shnm ¢ sdr ne sgd BOA
bnlo gdc sn QOHW ~“r sgd qdrtks
ne swvn e bsngr9 sgd Bdsgnc fm
vghbg sgdx “gd bTkbtkTsdc “mc
sgd bnmrshstdmsr ne sgd gdrodbsiud
fmcdwdr-°  Sgd engBdg bg mfd
g’r gdrtisdc tm sgd BOH gdbngchmf
fm&~shnm  kdudkr  “gntmc /-4
odgbdms™Fd onhmsr kn\dgq sg™m QOHW
“mc hr sgd itrshisbTshnm eng sgd
fnudgm Bdms bg™mFimT sgd s™gqFds-2

0/ GL Sgd rtgx+ d0gqd,Atcfds Qdongsgt
1//2-

00  Nesbd eng M~sinm™k Rs”shrsibr+ dSgd
mdv/ tm& sinm s™qfds9 sgd rsshrsibk
odgrodbshudgt 1™'mt gqx 1//3-

01 Sgd BOH hr b~ kbtk sdc trimf fdn B ds,
ghb q~sgdg sg™m “ghsg B dshb ~udg” FimT-
@qhsg B dstb “udq™fimF s” jdr sgd rtl
ne u-gintr bnBonmdmsr “mc chuhcdr
sgqntfg ax sgdig me B adg- Fdn B dsgib
“udgfimf  Btshokdr sgd  uTgintr
bnBonmdmsr snfdsgdy “mc s jdr
sgd msg gnns ne sgd gdrtksmf ognc,
thst wvgdgd m hr sgd mtBadg ne
bn Bonmdmsr-



CENTRE:

Gnwvdudgt sgd fnudgmBdms B~ cd
mn ~knwv "mbd fm sgd mdwv s”gfds eng
sgd cheedgdms bnmrshstdmsr ne sgd
svn mcdwdr+ “mc hm o~ gshbtk™q sgd
“ardmbd ne bdgs~hm gntrimf qdk”sdc
bnrsr fm sgd BOK-92

Rnlld ~tsgngs shud sftgdr+ rthg
“r O"tk Stbjdg ne sgd A"mj ne
Dmfk™mc+ “gftdc sg~s sgd rwvishg
vntkc g ud ~ mdfifhakd deedbs
nm sgd “bst™k bntqrd ne B nmds gx
onkibx- @s sqrs+ sghr uhdv rdd Bdc
bnggdbsd “r BgTgs 2 rgnwvr+ sgd
svn Bd rtgdr fmwsh™kkx B nudc
bknrdg snfdsgdg- Gnwdudg+ eqnll
1//5 " ¥ o nodmdc to+ whsg QOHW
Inumf “anud hsr enqBdg s qfds
¢ sd Bngd pthbjkx sg™m sgd BOH- He
sgd A"mj g c rstk addm s~ qFdsimT
QOHW hs wntkc g ud g c sn wiapisd
“m dwok™m~sngx kdssdg enq T agd " bg
ne sgd s qfds im CdbdBladq 1//5+
g°sgdg sg°m tm L gbg 1//6 °r
“bstkkx nbbtggdc-

Sgd A"mj vntkc “kBnrs bdgs hmkx
g ud ghrdc g sdr d-gidg tm sgd
odginc ne 1//5,/6 he hs g c addm
otgrtimf sgd nkc tm& shinm s”qFds-
Sghr bntkc g ud gdkodc bnlla’s
rnld ne sgd m& sinm™gx rtgfd
ne 1//7- @r ~ qdrtist hs Bhfgs
g ud addm B gfim kx d rhdg eng
sgd A"mj sn d rd onkbx rnnmdgt
sn gdko sfgs nee ~ qdbdrrinm- Hs
hr “krn onrrhakd sg”s sgd gntrimf
annll "mc rtardptdms atrs Bhfgs
g ud addm ~ ksskd kdrr dwsqd B d-
Gnwdudgt sgd cheedgdmbd hm hmsdqdrs
¢ sdr agntfgs “ants ax sgd rvisbg
im s~ qfdsr \v/"r ogna akx r 0 k- Hs
g'c - mdfifhakd "Bo bs nm sgd
nudg,kdudg~fdc a mjimF rdbsng-
Sgd tmedgkxim® b~ trdr ne Aghs”hmor
btggdms dbnmnBhb  chesbtikshdr
D sgd bgdchs bgtmbg “mc  sgd
rtgfd tm finak bn B Inchsx oghbdr

02  QOHW hmbktcdr gntrimf cdogdbh™shnm
D sgd nmfnimf bnrs ne gntrd B hm,
sdm™mbd- Gn Bdnwvmdgr “qd “rrtldc
sn ad rodmcimf Bnmdx d bg xd™q
sn ogdudms sgd uktd ne sgdiq gntrd
cdblmmf- Sgd ogdrtBdc bnrs ne
I “tmsdm™mbd eng ~ gntrd wngsg
¢0//+/// tr g7ke "r Bthg “reng °
gntrd vngsg ¢1//+///- Sgdgdengd+
“r gntrd ogibdr gird+ sgir dkd Bdms ne
sgd tm& ~sinm imcdw “krn fmbgd”~ rdr- @s
sgd sh B d ne sgd bg™mfd+ gntrd oghbdr
vdgd ¢rimf s nudg 04 odg bdms
“mmtTkxt Tr T gdrtks ne wghbg BO!
Vv'r ~ etgsgdg O odgbdms™fd onhms
knvdg sg™m QOHW-

Sgd onkishbr ne hm&~shnm , 6

The difference in interest
rates brought about by
the switch in targets
was probably small. It
had a negligible impact
on the over-leveraged
banking sector

D vntkc mns g ud addm “kduh~sdc
ax rtbg ~ r0 "k bg mfd- Hm e bst
sgd Btbg knwvdg q sdr wngcwhcd
sg~s ogqdufkdc tm sgd swn xd qr
adenqd sgd rwhsbg tm sTqfdsr g c
e q Engd rtars msi™k hBo~bs nm
etdmT sgd gntrimf annll -

Should housing be included in
im&~shnm B d” rtodr>

Sgd cdbirinm sn dwbktcd hsd B r
qdk™sdc sn nvmdg,nbbtohdc gntrimf
gdl “tmr  bnmsgnudqrh™k-  Bghsibr
1°jd svn 0B°im bnBok hmsr-
Sgd sqrs hr sg~s sgd rs sd ne sgd
gntrimf 0 qjds g r = rifmisb™ms
hlo~bs nm sgd wgnkd dbnmnlx
ax “eedbstmf ansg sgd bnrs ne
ognuhcim® nsgdg rdquibdr “mc sgd
vdksg ne gn Bdnwvmdqr- Kd™uimf fis
nts qdctbdr sgd A mjor ~afkisx sn
o rr itcfdBdms nm “m hBongs™ms
rdbsng- L.dquxm JtmF+ sgd Fnudgmng
ne sgd A"mj ne DmFk mc+ dwogdrrdc
tmd rimdrr “ants sgd bg mfd eng
sghr gd™rnm+ vnggximf “ants sgd
dogdrdms™shnm™k clesbtkshdrg sg~s fs
Bhfgs bgd sd “mec ghfgihFgsimf sgd
bnmsq” rs ads\vddm kn\v/ BO# hms ~shinm
“mc ann Bimf gntrd ogbdr-°2 The
rdbnmc hr sg”s “mx bg mfd eqgn il

vhcdkx “bbdosdc Bd rtqd hr
hydkx sn  tmcdgBhmd bgdchanksx+
0 gshbtk™gkx vgdm sgd nkcdg imedw
gdl “tmr "s sgd gd~gs ne oghu sd
rdbsng cdbhrinm B~ jhmf-

Sgdgd ~gd rntmc dbnmn B hb fgntmer
eng mns imbktchm gntrd oghlbdr im “m
im&~shinm s™gfds- Hmb “sinm hr B d™ms
to represent the goods or services
adim® bnmrtldc tm “m dbnmn I x-
Sgdhg ogibdr gdsdbs sgd dbnmn Bhb
bnrs ne disgdg ognctbimf rthg
fnncr “mc rdguhbdr cn B drshb kx
ng atximf sgdl el “agn c-
Gnvdudgt wvgdm ~ gntrd hr
antfgst hs ir mns adim® bnmrt B dc-

03  dA mj bk™rg wvhsg Agnvm nm im$ ™ shnmo+
Sgd kmcdodmedmst 03 @tftrs 1//2-
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Bggs 39 Sgd ghfgdg unk~shkisx ne QO Bd” rtqdr ne gntrimf

—®=— CP| Housing element

3.0 [

B RPI housing element

Jul Jan Jull — Jan Jun

Jan
04 04 05 05 06 06 07 07 08 08
Rntgbd9 Nesbd eng M~ shnm™k Rs~shrsibr
Q7 sgdgt ~ odqrnm dwbg~m¥dr § nmdx Mng wntkc fmbktcimf sgd bnrs

im gdstgm eng sgd ghfgs sn nwvm °
gntrd+ vghbg b™m ad gqdmsdc nts
ng nbbtoldc ax sgdB- Rimbd sgd
u~ktd ne sgd gntrd kdr hm fisr ~ahkisx
sn rtookx dgntrim® rdquhibdrg eng ~
udgx knmF sh B d odghnc hs qdrd B akdr
“sm mbhTk “rrds Bnqd bknrdkx sg™m
~ bnmrtBdg fnnc- Rn sgd ogibd s
vghbg gntrdr “gqd dwbg mfdct hm
vgs hr deedbshudkx ~ rdbnmc g mc
I “gjdst ad™qr ksskd chgdbs qdk™shinm
sn sgd dbnmnExqr ognctbsinm
qdkshud sn fhsr onsdmsh™k+ \ghbg
hr vg~s tir Bnrs qdkdu™ms sn sgd
bnmsgnk ne hm& ™ shnm-

Sgdqd “qd “krn sdbgmhb~k
chesbtksidr m hmbktchm¥ sgd bnrs ne
nvmimf ~ gntrd- Lnrs nauhntrix+
sgd hmbktrinm ne sgd rhlokdrs
dwogdrrinm ne sgd bnrs ne gntrimf
rdguibdr D EngsF fd o xBdmsr D
g r "~ odqudgrd “eedbs- @m fmbgd " rd
fm g sdr sn gdctbd him&~shnm \/fkk
kd>c sn = etgsgdg gird fm hm&”shnm
im sgd rgngs sdql *ctd sn sgd gird
im BngsF fd bnrsr(- tm ~cchshnm+
“mx dkd Bdms ne sgd BOH sg~s hr
dwokibhskx kmjdc sn gntrd ogibdr
vntkc ad kjdkx sn ~cc unksfkisx sn
sgd cdbhrinm B~ jimf ognbdrr- @r
sgd k'rs xd“q g r rgnvmt gntrd
ogibdr b™m bg mfd g ohckx m °
rgngs ro bd ne shlld- Sghr vntic
imsgnctbd ~ kdudk ne tmbdgs hmsx
sg~s sm mbhk B gjdsr Ehfgs smc
tmmdquimF-

ne nvmmf - gntrd 'm sgd BOH
Bd rtgd £t g msdd adssdq pt kisx
Inmds gx  onkibx-  Ektbst shmf
gntrd ogibdr “gd “m hBongs ms
b trd ne sm™mbh k hla~k”mbdr ats
~qd mns sgd B rdkudr ~ gd&dbshnm ne
bnmrt B dq oghbd hmrs™ahkisx- @r ~mx
dw™ Bfm~shnm ne sgd LLOB Nimtsdr
rgnwvr+ sgdhq onsdmsh™k deedbs tonm
ngchm~gx ogibd m&~shnm hr s~ jdm
rdgintrkx ax sgd cdbirinm B~ jdqr-
Hm&~shinm chc mns rohg™k nts ne
bnmsgnk adb~trd onkbx I~ jdgr
tmcdqdrsh B “sdc sghr e~ bsng- Sgdgd
fir = b rdengsgd A"mj sn o™X bknrdg
“ssdmshinm sn “rrds ogibd annllr
“mc atrsr+ o gshbtk™gkx im sgd TJgr
gntrimf 0 "gjdst ats sgir rgntkc
mns ad bnmetrdc whsg sgd hms ~shnm
s~ qfds "rdd mdws bg~ osdq(-

Disgdg BOH ng QOHW bntkc g ud
ognuhcdc odgedbskx  “cdpt”sd
“mbgng eng ~bghdutmf oghbd rs” ahisx
fm sgd TJ m sgd k’rs O/ xd qr-
BOH b™m ad dBog sib kx bkd qdc
ne onotkirs bg gfdr sg”s fis ifmngdr
sgd dwodghdmbd ne ngchm™gx Agisnmr+
“mc sg s gu”k bnrs ne kuimf imcdwdr
ognuhcd ~ sqtdgq ofbstgd- LTmx
rtbbdrretk bdmsqg’k a mjr trd
cheedgdms Bd”rtqdr9 tm sgd TR sgd
Edcdg™k Nodm L ~gqjds Bnl Bhssdd
oqdedgr dbngdg fm& shnmt+  wgfibg
dwbktcdr unk shkd dkd Bdmsr qdk~sdc
sn ennc ~“mc gntrimf- Sghr imchb~sdr
sg~s sgd bgnfbd ne mcdw B ~x mns ad

CENTRE:
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“r rifmisb™ms Tr sgd bgdchalkisx ne
sgd mrshstsinm cnim¥ sgd s™qFdshmf-
Cdrofsd “k sgd gd~s sgd rtaidbs g"r
fdmdg~sdct hs hr mns sgd bgnhbd ne
BOH “r sgd TJgr m&~sinm Bd”rtgd
sg°s B°cd Enmds“gx onkbx rn
chesbtks hm 1//7-

Gnwvdudgt sgd v x sg~s sgd 1//2
bg mfdnudy wv'r  Imsgncthdc
ax onkshbh™mr chc c™ B fd sgd
bgdchaikhisx ne sgd B nmds™gx rxrsd Il -
Sqtrs sg”s g c addm atfks rknwkx
im ~ knm¥ “bbdosdc+ he h B odgedbst
Bd rtgd ne tm& shnm wv°r knrs-
Otaltb bnmscdmbd hr vvg™s dm™akdr
sgd A"mj sn Fthcd dwodbs™shnmr
im sgd whcdg dbnmnEx+ “mc
prevent second order effects
D rthg “r cdl"mcr enqg gifg
v fd rdsskd Bdmsr D eqn B b~ trimf
im&~shnm sn adbnld dmsqgdmbgdc-
Sgd shlimF “mc vd™j itrsisb™shinm
eng sgd bg mfd N cd odnokd
rtrotbintr ~ants sgd Bg~ mbdkknggr
I nshu~shnm “mc tmcdg Bimdc otakb
bnmscdmbd- Tksh B ~sdkx+ sghr B ~cd
I nmds~gx onkibx B ngd chesbtks-

@mx etgsgdg bg mfd sn  sgd
Amjor fm&Tsinm s qFds fmhsh~sdc
ax onkishbh™mr wntic ad uhdwvdc
visg fgd's rtrotbinm hm  sgd
vicdg dbnmnBx- Odnokd wntkc
tmedgrs me akx rtrodbs sgTs s
Vv'r Inshu~sdc ax = cdrigd sn rdd
d ridg dbnmn Bhb bnmchshnmr- Sghr
vntic tmcdgBimd bgdchafkisx ~mc
b trd bnmetrinm fm sgd B “gjdsr
“mc " Inmf o~ x rdssdqr-

Gnwvdudg sgd tm&Tsinm  sTgfds
rgntkc mns ad rds fm rsnmd+ tm~akd
sn gdronmc sn h B ognuimf sdbgmib~k
cdsmisinmr ng bg mfdc dbnmn Bhb
bigbt B rs”mbdr- Q~sgdgt sgd A"mj ne
Dmfi"mc rgntkc g~ ud sgd egddcn Bl sn
1" jd “mx bg mfdr+ vgikd vngjmF
visgim sgd agn~cdg B mc sd rds
ax O7qgh” Bdms- Sgd  rs stsngx
qdpthgd Bdms enq sgd Bg mbdikng sn
rds sgd fm&~stnm s qfds ~mmt kx hr
mn knmfdg trdetk- @mx “ksdqshnm
sn sgd s gqfds s sghr EnBdms
wvntkc ad utdwvdc whsg rbdostbir B -
Bg mfimF sgir qdpthigdBdms rn
sg~s sgd A"mj v'r eqdd sn cdsmd
Im&~sinm rs”afkisx eng fsrdke vntkc
agmf sgd TJ tmsn kimd \fisg oq~ bshbd
im sgd TR “mc Dtgnod+ “mc B~ jd hs
d”ridg eng sgd A“mj sn gdronmc sn
dbnmn Bhb bghrdr-

Sgd onkishbr ne hm&~shnm , 8

The choice of index is
mns “r rifmisb™ms “r
the credibility of the
institution doing the

targeting

Eng rdudqk cdb™cdr+ ghfg hms ~shinm
v'r sgd arffdrs dbnmnlhb
ognakdd e bdc ax sgd TJI-
Dbnmn Bhb qdrd~gbg g~ r bnmsgl dc
sg s bnmsgnkimF hms ~shnm dmg ~mbdr
agn~cdg B “bgndbnmn Kb rs™afkhsx+
“mc hm o~ gstbtk™q dmbntq” fdr gifg
“mc rs”akd kdudkr ne d B oknx B dms-°4
Sgd TJ kd~gmdc sgd g~qc v ~X sg~s
sgdad fr mn knm¥ sdql sq cd,nee
adswvddm tm&~shnm “mc fgnwsg- Hm
sgir bnmsdws+ s r tmcdgrs™ mec ™ akd
sg”s sgd fnudgmBdms rntfgs sn
dmrtqd sgd A"mjor B°mc’sd v'r
ol “gkx enbtrdc nm btgamf
im&~shnm  wvgikd B~ jimF  nsgdg
dbnmn Bhb naidbshudr ~ rdbnmc™gx
fn’k-

Sgd A™mj ne DmFk"megr nsgdg dbngd
otgonrdg fir sgd B hmsdm mbd ne
sm mbh™k rs”afkisx-° ksr kdmcdg,ne,
k> rs,qdrngs etmbshnm “mc afkhsx sn
k™ tmbg nodg shnmr kijd sgd Rodbh™k
Kipthchsx RbgdBd ~“gqd mngl “kx
qgdf gcdc “r sgd Enrs hllongs™ms
vd onmr fm sgd A mjor sm mbhk
rs”afkisx “qEntgx- Tmkjd rdbtgimf
ogibd rs”afkisx+ sgd A mjor otgrtis
ne sm mbh™k rsTaikisx hr mns °
rs stsngx s”rj ats nmd cdsdg Bhmdc
ax sgd A"mjor Bntgst hsr FnudgmhimF
ancx-

Rnld mnv bgsibird sgd Amjor
eng I "k qd Bhs eng adimf snn m™qgnwv/-
Sgdx “qftd sg's hmsdgdrs g sd
bg mfdr bntkc “krn g ud addm
d B oknxdc sn BhsiF~sd sgd donmn Bhb
ognakd B r bgd~sdc ax sgd gntrimf
I gjds annl “mc atrs “mc mnv
sgd tmenkcimT bgdchs bgtmbg-

Sgdgd “gqd swn EBTing rsg mer
sn sgd fgnwvimf cda’sd “ants

04 Eng dw Bokd+t rdd Ehftgd 3 m E
Lirgjhmt d\/ghsgdg Edcdq™k Qdrdqud
bn B Btmb~shnmro+ 17 1tkx 1//7-

05 wvvv-a mjnedmfk mc-bn-tj. ants.
bngdotgonrdr.imcdw-gsm



0/ , Sgd onlisibr ne hm% ~shnm

Sgd A mjor hmsdwhakd
requirement to bring

m& ~shinm sn s~ qFds whsghm
a two year horizon

i " jdr hs chesbtks sn
respond effectively to
sudden shocks

qdeng @ ne sgd A"mjor ~oogn~bg sn
I nmds ™~ gx onkibx- Sgd sqrs fhr sg~s
hsr rnkd enbtr nm tm&~shinm b~ trdr
hs sn o™X hmrtesbhdms ~ssdmsinm sn
“rrds ogibdr tm fsr cdiadqshnmr-
@cunbsdr ne &d mm¥ “Fhmrs
sgd vimcg ‘rdd adknwv(+ rthg “r
sgd dbnmn Bhrs Rtrghk V" cgwv mht
“gftd sg”s fgd sdg “ssdmshnm sn
“rrds ogbdr wntkc rlnnsg sgd
dbnmnIx ctgmf ansg torwvimfr
“mc cnvmrvimfr-°¢6 Sgd rdbnmc+
hr sg”s sgd A mjor btrsnll “gx
qdpthgd Bdms sn agmf tm&~shnm sn
s qfds whsgim swvn xd qr B~ jdr
hs snn tm&dwhakd ctgmf rtccdm
rgnbjr+ rtbg “r sgd sm™mbh~k bairir
ne 1//6,/7- Dbnmnlhrsr rthg °r
Eqdcdgib Lhrgjim ~cunb™sd fgd~sdg
Sdwhahkhisx nm sgd shlld gngiynm “r
= Bd mr ne dmrtgm¥ dbnmnBhb
“mc smombhk  rsTafkisx  whsgnts
dmc mFdgmT knmF sdg B hm& ~shnm
dwodbs ™ shnmr-°7

The asset price controversy
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Sgd m cdpt bx ne hmsdgdrs
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adengd sghr+ kd~ubm® sm mbhk
bnmchshinmr e~ q snn sifgs+ sgdgdax
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Bdmsgk a"mj hmsdgdrs ¢ sdr
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amfdr+ imudrsngr vgn wirg sn
ghed ~ annll tovqc whik rdik ng
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Greenspan was
attacked for ‘solving’
the problems caused

by the crash of dotcom
stocks by cutting rates
sharply and stoking
another, even larger
bubble in US housing

sg™s hsr rsqgsdfx dbnmetrdc
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vd” jdmimT ne bnmscdmbd im sgd
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‘Leaning against the wind’
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to “esdqvqcrg “oogn~bg “gftdc
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A public statement by
the leading monetary
authority that an

asset price is looking
overvalued forces
bankers and fund
managers to think
harder about joining the
bubble
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Sweden is now
forecast to avoid a full-
blown recession, unlike

the UK and Ireland
where housing markets
were much more out of
control

@ Sdwhakd hm& ~shnm gnghynm

Sgd A"mj ne DmFk mcor btrsnl “gx
trd ne s\vvn xd gqr “r hsr ogdedqgdc
im&~shinm gngtynm g r “krn B "cd
fis Mk, dpthoodc sn cd’k rwheskx
Visg sgd btggdms dbnmn Bhb bghrhr-
Sggntfgnts sgd rtl Bdq ne 1//7+
sgd A"mj edks tm akd sn bts ¢ sdr
adb™trd hsr dbnmnBhb engdb rsr
rgnvdc ims shinm gd B “hmimF ~s ng
“anud s qfds nm ~ swvn xd g shlld
gngynm- LdBadgr ne sgd LOB
vdgqd “krn bnmbdgmdc “ants " knrr
ne bgdchafkisx eqn @ btssm¥ ¢ sdr
°s T shlld vgdm m&Tsinm v rshik
ghrim® rtars msh”kx-

Vfkd sgd A"mj v r athkchm® hsr
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shlld gngiynm B ~cd fnnc rdmrd- Ks
fir d”rfkx tmcdgrsnnc ~mc sgdqdenqgd
d rikx bnl BItmib~sdc- @cnoshmf
~ knmfdg shlld gnghynm “krn onrdr
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onhms dhsgdq rhicd ne sgd s~ qfds “krn
rtffdrsdc hsr dwhirsimf ~oogn~bg
g~ c ognudm deedbshud-

Gnwvdudgt sgd cntakd cikdi B~
of the onset of the credit
bgtmbg bntokdc whsg = odginc
ne orimf & shnm g r dwonrdc
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sg~s tm sgd “tstdmne 1//7 c’s~
adf™m sn rgnv tmd i oknx Bdms *~
k™ FFmF dbnmn Bb hmchb~sng( girtmT
rg-gokx bnmsgqldc sgd cnvmv gc
Inldmstl tm sgd dbnmnllx-
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With its hesitant
reaction to both the rise
hm hm& ~shnm “mc sgdm sgd
credit crunch, nobody
could sensibly claim
that the MPC’s recent
performance has been
perfect

Fhudm Fdmdg™k e kimT bn B B nchsx
ogibdr+ fs fir mnv onrrhakd sg°s
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knmFdq sg™m sgd swvn xd™qr sg~s hr
trt ikx “rrtldc "r T qd rnmakd
shlld gngiynm eng Bnmds™gx onkibx
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knmf “fn “r 0886+ vgdm “r sgd
A mjor Bghde Dbnmn Bhrs gd ¥ ud
~ roddbg qdundwvimf sud xd qr ne
ims ~shnm s~ gFdshmF-2° This discretion
v r ontmsdckx Bdmstnmdc hm sgd
Bg ™ mbdkknggr gdbdms L_"hr kdbstqd-2

18 Edcdgk nodm B ~gjds bnl Bfssdd+
Ogdrr qdkd~rd+ 03 Mnud Badq 1//6-

30 E Lhrgjimt dCn mns ~a mcnm hm&”,
sinm s qfdsrgt Em mbh™k Shldr+ 12
RdosdBadq 1//7-

20 L Jimf+ dSgd tm& shinm s qfds sud
xd~qr nmg+ Kdbstqd cdkudgdc ~s sgd
Knmenm Rbgnnk ne DbnmnBhbr+ 18
Nbsnadq 0886-

32 @ C gémF+ dL"tms™hmhmT rs”ahkhsx hm ~
fina™k dbnmn B xgt 18 Nbsnadq 1//7-

Rtbg Sdwhankisx cndr mns tmedg B hmd
sgd trd ne sgd fm&Tshnm s gfds
“r sgd jdx snnk eng sgd bdmsq Tk
a~mj- @r Lhrgjim waisdr+ hs gdkor9
oDmrtqd sg”s ~m ~FFgdrriud onkibx
d rimf D wvghbg Bifgs ad mddcdc
sn bntmsdg bs sgd aknv sn sgd
dbnmn B x egn B sgd btggdms sm™mbh ™k
bghirir D ir mns Bhrimsdgogdsdc ~r
rifm~Mm¥ = rgles tm sgd bdmsqk
a'mjor Im&~shinm  naidbshud  “mc
sgdgdax Ehmh Bhydr sgd onrrhafkisx
sg~s m& shinm dwodbs shnmr bntkc
I nud tov qc-€

Sgdgd hr mnv " qd7k ghrj sg”s sgd
A mj ne Dmfk™mc wihk qdbdhud ~
rtars msh k ongshnm ne sgd ak™ B d he
sgd qd~k dbnmn B x dmctgdr = knmF
“mc ognknmfdc cnwmstgm- @kgd ™ cx+
m Tqq X ne bgstbr Tqd bTkimE eng
sgd A mjor tmcdodmcdmbd sn ad
btgs hkdc+ ng s sgd udgx kd~rs eng
fisr qd Bhs sn ad gdwahssdm sn ~knwv
dbnmnlhb fgnwvsg sn ad fhudm
“r Bthg wvdifgs “r Im& shnm-33
Dudm Utmbd B~ akd+ vgnrd 0 “hcdm
roddbg tm O~ gkt~ Bdms ogq hrdc A™mj
imcdodmcdmbd+ g r rtffdrsdc
v xr sgd fnudgmBdms bntkc
tmsdqudmd hm ¢ sd cdbhrhinmr-3*  He
tmrsd™c hs vdqd sn “cnos " knmFdg
shld gnghynm whsghm vghbg sn agimF
im& ~shnm sn s~ qFds+ sgd A"mj bntkc
qd"bs B ngd ~FFgdrriudix sn rtccdm
dbnmn b rgnbjr wvghkd gds tmm¥
~ ctg akd bnl BhsBdms sn jddoimF
im&~shnm  tmedg  bnmsgnk-  Sghr
vntkc fn rnld v"x sn “mrvdgmf
hsr bghstbr “me ankrsdgm® hsr knmF
sdqg@  bgdchahihsx- @r  Lhrgjim
“qftdrd oSqximf sn Fds hmsshinm
cnvm sn sgd s qfds snn ptibjkx
Vik tBonrd “m tmmdbdrr gx bnrs
nm sgd dbnmn B x+ “mc hr ~hst kkx
khjdkx sn wvd” jdm sgd bgdchafkisx ne
sgd bdmsg k a™mj hu adb™trd he fis
chc rn sgd fnudgm Bdms BhFgs udgx
vdik sTjd rsdor sn wd”jdm hsr
imcdodmecdmbd-€

33 @ Kdmst dEhud dbnmn Bib onkibidr eng
bg mfdc shBdrgt Sntbgrsnmd aknf ne
sgd STB: Sgd Ft ™ qch™m+ dNee S~ qfdsg+
4 RdosdBadq 1//7-

34 U BT akd+ dSn g'ks sgd A"mj srtm” Bht
rk’rg hmsdgdrs g sdrgt Sgd Shldr+
4 Nbsnadq 1//7-
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Maintaining the Bank’s
independence

Sgd LOBgr gdrhs™ms gdronmrd sn
sgd e knts eqn B sgd sm™mbh~k bghrhr
g'r agntfgs sgd odgengll “mbd
ne hsr BdBadgr+ “mc drodbh kx
sgd fnudgmngt tmsn rg-go qdkide-
Sgd C fkx Sdkdfgq og g r qdbdmskx
adbn ld sgd sqrs B ~ing mdwvro~odg
sn bk eng mdv  Fnudgmngt
baishbhrim® Ldquxm JtmTor hm™ ahkisx
sn “bs pthbjkx->4 Gnwdudg hs hr
hBlongs™ms sn chrsimfthrg e fkmFr
ne sgd cdbirtnm B~ jdqr egnll
baishbhr Br ne sgd B "mc”sd tmedg
vghbg sgdx nodg sd-  Bdmsq Tk
a mjdgr wngewvhcd+ B mx  whsg
udgx rhltk™g B mc”sdr sn bnmsgnk
im&~shnm+ g ud gqdronmcdc  hm
¢ chb~kkx cheedgdms W~ xr sn sgd
o°rs xd qr bgirdr- @k ne sgdlil
rgntkc ad B~ jimF dudgx deengs sn
kd“gm eqn @ ansg sgd fm&~sinm “mc
sgd sm~mbh~k stq B nhk-

Sgdgd hr mn duficdmbd “s "k sg”s
gdrsngmf sgd qdftk g Imstdmbd
ne onkishbh™mr wntkc B ognud sgd
odgeng @ “mbd ne bdmsg k a mjdqr-
Nm sgd bnmsg~gx+ onkisibh™mr g~ ud
gdod~sdckx addm rgnwvm sn ad onng
I "m~fdgr nesgd B nmdx rtookx- Ax
rsd”cfkx gqdcthbimf sgdhg hm&tdmbd+
Agis™hm g~ r dminxdc k™ rstmf gdv/ “qgcr
eqn B agmFim¥ oghbdr tmedg bnmsgnk-
Sghr k™ sdrs atqrs ne hm& ™ sinm rgntkc
ad rddm hm hsr ognodq bnmsdws9 hs
b™Bd “esdg 04 xd qr ne rs”ahkhsx+
“mc hsr od™j ir khjdkx sn ad “gntmc
4 odg bdmst ~ kdudk e*q admd’sg
sgd sxofb~k im&~shnm ne sgd 086/r
“mc vghbg dudm ctgmf sgd 087/r
vntkc g ud addm knwv- @s sgd sil d
ne otakib™sinm *MnudBadq 1//7(+
g sdr “gqd ~s 2 odgq bdms+ bn Bo~qdc
sn nudg 01 odg bdms ctgmf sgd
k'rs swn qgdbdrrinmr- Sghr ik
gdko gn Bdnvmdgr “mc atrimdrrdr
bnmrhcdq” akx-

L_ngdnudg+ knv hms~shnm g~ r g “kudc
fnudgm B dms anggnwvim® bnrsr+ “mc
gdkor dwok™im wgx sgd Bg mbdkng
b™m bnmsdBok™sd fmbgd™ rim¥ sgd
cdsbhs sn sfgs sgd qdbdrrinm+
cdrotsd ghfg kdudkr ne cdas- Sghr
hr  rnBdsgimf ghr Bnmrdgu shud

24 Sgd C'hx Sdkdfq og+ dEM mbhk
bghriry v/"msdc D ~ mdv B°m sn gtm
sgd A"mj ne Dmfkmcgt 12 Nbsnadg
1//7-

Sgd onkishbr ne im&~shinm , 04

Knwv hm&~stnm g~ r
halved government
borrowing costs, and
helps explain why

the Chancellor can
contemplate increasing
sgd cdsbhs sn sfgs sgd
recession, despite high
levels of debt

ogdcdbdrrngr hm 0880,83 wdqd
tm akd sn cn-

Sgd Amj ne Dmfi"mc bntkc
“gFt akx “cnos ansg sgd qdengBr
chrbtrrdc "anud D ~ onkibx ne
kd~mhm¥ “Fhmrs sgd wvimc “mc
Sdwhakd  tm&shnm  shlBd  gnghynm
D whsgnts “mx qdengB ne hsr
I "mc sd- Hmcdodmcdms a mjdqr
vngievicd D Enrs mns akx fm
Rwvdcdm D g ud addm hl~fim~shud
im gnwv sgdx ftmsdgogds sgd oghbd
rs afkisx cdl“mcdc ax dkdbsdc
gdogdrdms ™ shudr-

Gnwvdudgt svn rsgtbstq k bg mfdr
snsgd Inmds™gx eq” Bdwvngj vntikc
qdhmengbd sgd A™mjor imcdodmcdmbd
"mc 07 jd hs drhdg eng fis sn “cTos
isr ~oogn~bg sn B nmds gx onkibx-
Ehgrstsgd A"mjor rs~stsngx | “mc”sd
rgntkc ad qdwagissdm sn B~ jd bkd g
sg~s sgd LOB “krn g°r ~ gnkd tm
B ims™hmim®  sm™mbhk  rsTafkisx-
Sgd 0887 A™mj ne Dmfk mc
@bs cndr mns qdedg sn sm mbh Tk
rs"aiisx “r = onsdmshk naidbsiud
ne Bnmds gx onkbx- Fhudm sgd
dudmsr ne sgd o™ rs edv xd qr+ sghr
fir bkd~gkx wagnmT9 B nmds™gx onkibx
b™m g ud ~ o ko akd deedbs tonm
sm mbh~k rsTatksxt “mc sghr ntfgs
sn ad gdbnfmirdc hm ~ rs stsngx
engl-  Sgdgqdengd+  O~gkh™ Bdms
rgntic ~Bdmc sgd @bs rn sg's
sm mbh™k rsTafkisx fr hmbktcdc "r
“m naidbstud+ “knmfrhicd rtoongsimf
sgd dbnmnlEtb onkibx ne sgd
fnudgm Bdms- #s BhFgs kdrrdm sgd
ogna”ahkhisx ne ~rrds ataakdr fe sgd
LOB wdqd sn qdftkgix cdasd
vgdsgdq B nmds™gx onkibx mddcr sn
ad dHBoknxdc sn rtoongs sm mbh~k
rs-afkisx- Sghr ~krn wntkc ognuhcd
bkd™q itrshisb™shnm eng kd mhmF
“fFhmrs sgd whmc-



05 , Sgd onlisibr ne hm% ~shnm

@ rdbnmc qdbn B Bdmc™sinm vntkc
ad sn “knwv sgd A mj sn rds hsr nvm
ims ~shinm s~ qFds whsghm sgd agn™cdg
bnmrsg~hmsr ne ~ gdutrdc B ~mc”sd-
Sgir imbktcdr sgd “afkisx sn s gfds
cheedgdms Bd rtgdr ne hms shnm-
Rtbg ~ qdengl wvntic nmkx agmf
sgd TJ htmsn kmd whsg og~bshtbd hm
Inrs cdudknodc bntmsgx bdmsgk
a'mjr+ fmbktcmf sgd Edcdqk
Qdrdqud “mc sgd DBA-25 @ksgntfg
sgd Fnudgm Bdms g~ r nmkx bg mfdc
sgd s gqFds nmbd rimbd sgd A"mj v r
g msdc tmcdodmedmbd+ dudm sghr
I ncdrs gdeng B ro~gjdc bnmetrinm
"mc ¢~ B fdc sgd bgdchafiisx ne
sgd hm&~shnm s~ qFds- Ansg B ~qjdsr
“mc bnmrtBdgr wvntkc bdgs”hmkx
uhdv sgd hBonrisinm ne = Bngd
Sdwhakd shlld gngiynm nm sgd A™mj
ax sgd fnudgm B dmst ng “mx nsgdg
qdeng® sn hsr fm& shnm s™qfdst “r
"~ cfkesinm ne sgd bnll BhsBdms sn
sTgs ims~sinm- Sgd A"mj rgntkc ad
“akd sn B7jd “mc itrstex Encdrs
bg mfdr sn sgd s gqfds nudq shlld
im gdronmrd sn bg mfdc dbnmn Bfb
bigbt B rs"mbdr+ whsgnts g hrimF
hm& ~shnm dwodbs ™ shnmr -

Bhstbr B ~x “qftd sg~s sgd L.OBgr
qdbdms odgengl “mbd g~ r mns addm
fnnc dmntfg eng hs sn ad g msdc
“m tmbgd rd tm ftmcdodmcdmbd-
Ats sghr onhms qdk*sdr sn sgd
odgengl "mbd ne sgd rodbhsb
B d N adgr ne sgd bnll Bhssdd D vgn
g ud addm cd kmf whsg = pthsd
tmogdbdcdmsdc  bnBam™shnm  ne
dudmsr D “mc mns sgd rsqtbstgd
Visghm wvglbg sgdx nodq sd- Sgd
L_OB hr rsfkk tksh B ~sdkx ~bbntms™akd
sn sgd FfnudgmBdms sgqntfg
sgd “oontmsBdmsr ognbdrr- Hm
dwsqd Bhr+ sgd Bg mbdikng bntkc
~ookxogdrrtgdsng”udsgd Fnudgmng
qd Bnudc-25 Ats s~ jimf rtbg ~ rsdo
imbtqr ~ rifmhsb™ms onkshb ™k ghrj D
hs vntkc rdudgdkx bn B ogn Bhrd sgd

25 1 Cd Fgdfngint dCdsmimf fms ™ shnm
s gfdsr+ sgd onkbx gngiynm+ sgd
ntsots,imots im& sinm sq”cd,nee “mc
Ingdgt A mbn Bdmsqgk cd Bglkd+
1//6- Sgd o~ odg entmc nmkx sggdd
bntmsgidr nts ne 10 wgdgd sgd
fnudgmBdms g°r sgd rnkd g¢fgs sn
rds sgd hm&~shnm s~ gfds-

26  His hr sgd A mj hsrdket \hsg bnmrdms ne
sgd Bg mbdkngt sg~s g~ r sgd onwvdgsn
qd B nud sgd fnudgmng tmedg rbgdctkd
O+ rdbsinm 7 ne sgd A™mj ne Dmfk"mc
@bs 0887-

Strong central banks
b™m bnmsgnk hmb& ~shnm
with lower rates than
those whose resolve
and independence is
guestionable. This

IS not an ‘either-

or’ question — their
strength helps growth
and price stability

A mjor tmcdodmcdmbd+ “mc bntkc
nmkx ad trdc “r " k" rs gqdrngs-

Eng Enrs ne hsr rgngs ked+ sgd
Inmds"gx  onkbx  eg” Bdwvngj
drsalirgdc ax Fngcnm Agnwvm
im 0886 g r wvngjdc wvdk- Dudm
ctgmf sgd stgatkdms o rs xd gt
ims~shnm™gx  dwodbs™stnmr g~ ud
qd B ~tmdc tmcdg bnmsgnk- Bdmsqk
a'mjr engfd sgdig gdots shnmr
ctgmf sgd chesbtis shlldr: fe sgd
A mj rgnvr ansg Sdwhafisx “mc
qdrikhdmbd sn onotkrs ogdrrtgd+
sgd admdssr im sdg B r ne dmg mbdc
bgdchafiisx Wik k™ rs e™q adxnmc sghr
dkdbsng™k bxbkd- Rsgnm¥  bdmsqk
a'mjr b m bnmsgnk tm& shinm whsg
knvdg g sdr sg'm sgnrd wgnrd
gdrnkud  “mc  tmcdodmcdmbd  hr
ptdrshinm™akd- Sghr hr mns ~m ddhsgda,
nge ptdrsinm D sgdhq rsgdmfsg gdkor
fgnwvsg “mc ogibd rs”alkisx- Rtbg
“m ~bghdud Bdms ognuhcdr ~ K~ rsimf
admdss sn etstqd fdmdg sinmr- Ax
rsqdmfsgdmm¥ hsr tmcdodmcdmbd+
sgd A"mj ne DmFk™mc Wik gds hm
sgd bgdchahkisx hs mddcr sn adbn i d
I ngd Ldwhakd+ wghbg sgd btggdms
donmn Bhb rhst”shnm rngdkx mddcr-
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