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. Monetanst tools have

failed toTift economies
Sir, You Teport: that Mark Carney,

governgr of the. Bank of England told ;

MPs thiat the BOE 1§ prepa:'ed to cut

| interest rates further from their .
1 historiclow of 0.35 per cent (“Camey

leaves opén charice of more UK rate

| cuts”, September 8).

This is unfortunate. In the face of
overwhehmng ewdence that the

. | exclusive relianice on-monetary. ohcy,
|, both orthodox.and tmorthiodox; has-
1 not only falled tosecure a sxgmﬁcant
. | tecovery of écoriomic activity inthe - |’
: '_US ‘the UK or'the’ ‘eurozone,’ butis:.
“producing major ¢ distortions
| financial markets, Mr Carneyis
W promismg’yet more of the samie. -

~“The; dlstortions created by policy:

o lnclude excessive asset pnce inflation, "
| sever'e pressiires on pension finds and .
¥ aweakenedban]dng system. The "

fundamental error derivés from the

« exclusive role given.to monetary pohcy

* ‘This has led o, loosemngbemg
pursued fir beyond appropriate hxmts

- the folly of niegative interest vates being -

an extreme example. A balanced
approach, with fiscal, regulatory, and

| -tax reforms, would secure iiproved
perfotmiance of the reiil econorny and
" permit the réturn ofa ratxonal

monetaty’ pohcy . o
Pursiiing current: pohcxes is hkely to

s Tesult in serious instability as and.

when the monetary staxice is ad;usted
and the dlstomons unwind. In addifion

.| to the nepative impact oh the recovéry - | -

of thie réal économy thereé willbe -
collateral damage to centxal bankers’

) reputatmn

They dre attenipting t.he excluswe

managemnent of the économy ¥ ‘with'tools | »

pot up to the job, and, in consequence,

‘  centyal banks are pushed into being

multipurpose institutions beyond their
range of effective operatlon o :
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