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permanent deflation and high unem- of 1.3 %. He is more upbeat about the nmnonmﬁ.ncnmou mmo_.nm — growth in real
~ ployment, so the prime minister may emerging world, although even there per capita GDP was m:.mwzw onumma qﬁ
_ well have made the right decision for concerns are being raised about the the 1960s than it was in the 1950s. ._u_m
- the wrong reasons. speed at which the Chinese economy paper does add a caveat: it IS ImpOSSIDI€
Then there’s the nice role reversal in | has come off the boil in recent months. to say for sure, it says, whether the Bret-
i - which the Europeans act like Anglo-Sax- . One of the dangers in the west identi- | ton Woods system was mcnnmmmm.m_m w
fa ' onsand the Anglo-Saxons act like Euro- g ~ fied by Lyons is the risk of both macro- delivering high growth and stab cmwm or
w.. . ~——————— | peans. The Brits and the Americans are economic and regulatory policies being | whether the high growth and sta mv.
arry Elliott ~ supposed to like their economics pure pro-cyclical, the tendency of those in made Bretton Woods a success. That’s a
2 CO s 33t O and market-driven, yet have intervened | charge to carry on digging when they are | fair point.

in a hole. So in the eurozone, countries Even so, its assessment of ﬁ.um current
already suffering a deficiency of demand Sﬂmgma.o:a system is damning. A well-
are told to deflate their economies still functioning mechanism, the Bank paper
further, making it impossible for them argues, should ?.m:\m three components:
to hit deficit reduction targets. Similarly, | it should ensure Enm_.:m_. balance, with
banks are being told by the regulators governments able to deliver strong non-

to build up much bigger capital buffers | inflationary growth; it .mwocE allocate
to make them safer, a policy that would capital efficiently, and it should ensure

like there’s no tomorrow over the past ‘

few years, turning the money taps full |
on to a%<m down bond yields. The Euro- |
" , peans have the reputation for always
Tories who saw Cameron’s - wanting to meddle and tinker, yet have

vet Ll been unwilling to allow the European
IERI mo_amﬂ dawn must Central Bank to join the Bank of %:m-

be smoking something strong | land and the Fed in their quantitative

%m_:m E%ma Edmdmw Jens Weidmann, have had great merit during the boom mnmﬂ.&m_ stability. 3 Dok
. e e president of the Bundesbank, says but, by restricting credit flows to firms, The paper says: “Overall, the evi-
Mo%wmmmmwwrﬁ: Awm:mwwwwmm 2011 would n.mszm_ banks risk diluting “the m:nmw- m &8% another amisgg more likely. - dence is that ﬁoamvwm system :mm per-
cort onti IO e :M.Wﬁm MWEQ tives that come from the market” when _ If there is a silver lining to this very formed poorly against each of its three
and A o M__MM _mm.a ina | they intervene. “Recent experience has dark cloud, it is the likelihood that a objectives, at least non:um.ama with the |
Barich Obaat W:_ i am,mmb ﬁ shown that market interest rates do play | fresh leg to the crisis will resultinsome | Bretton Woods system, with the key fail-
US economyasthe shrin Uomamamvm::. d m,o_m In m:m:_:m governments towards | fresh thinking. Some evidence for this ure being the system’s inability to main-
re-election campaign 5 o A ,wwim. . comes in a Bank of England working tain financial stability and minimise the
One indication of how much thi R Iz assumes, as Dhayalsl oshiof BCA | paper released today which argues that incidence of disruptive sudden changes
have changed is that back then E:mm esearch notes, that market interest | it might be necessary to reintroduce in global capital flows.”
was speculation on the fiming of ﬁmﬂm fates are giving the correct signalsand | capital controls and protection in order The euro was an attempt to bring back
£t P PR Incentives. “But there is strong evidence | to repair the international monetary and | some of the stability and certainty of the
e Emﬁmmmwm%mwmmﬁ%%ﬂwﬂmmw mwM%, m:A M:m: the m_m%m_m MB wrong — or at least, financial system. Bretton Woods system, albeit a deeply
ary pressures, Many inthe Citythousht ﬁx_w.mmm.aﬁm - It follows that any policy The Bank paper contrasts the Bretton | flawed one. Today, the euro is part of the
that May was the likeliest 50%: moam:m Umm “ﬂmomm MﬂMMMMM@HM@MSWWM“MMMWW Woocs Sy ciigr Lk S CUINE Tl " D e e D LUOT
Bank of England to act. Wiser heads said | governments are compelied to impose |  Quarter of a Gentiey after the seconiiR I St e P o
ﬁocvm O for: Mam n that looks a dusterity to regain an irrational loss of world war with the system of partiall . tem are lous that a “rules-based
- Investor confidence, then the market : b i | e o Rl
Instead, 2011 ends with the euro fight- | would needlessly turn Europe’s incipient | floating exchange rates and deregulated | system of global economic management
ing for its life, Britain weighing up what | recession into some thing very nasty.” financial flows that has existed in the may be needed, using hard incentives
life might be like outside the EU, China That’s certainly the growing consen- four Seades oS [ Such as tariffs or capital controls®: That
?:.a ing oﬂ a hard landing, America in sus among the economic forecasting Growth was higher, recessions were might give governments space to create
political gridlock and unemployment fraternity, and notwithstanding the o and far between, and there were no Jobs and enhance wellbeing, which is
globally above 200 million and rising. tendency of the City scribblers and their P En gL sal s Oo<m5.5 il _ what economic policy is supposed to be
Apart from that, everything’s going academic cousins to get it wrong, the Al to pursue domestic policy goals without | about, after all.
swimmingly. outlook for Europe is bleak. . At 2 the constant threat from destabilising : - eyt
For those who like ﬂ.:m:. humour ~ And not just Europe, either. Brit- the EU summit Lok roﬁ ek 8 noPedIEs Pl larry.elliott@guardian.co.uk
black, there are some ironies to be ain, courtesy of Gordon Brown and Ed Pt il b out as coinciding with remarkable finan- | guardian.co.uk/business/economics »
savoured. British governments for the Balls, has the benefit of being able to now be mmnww fa stability.andeustainet high growth
past E.Hmm amnm.amM :m<m. had an aversion | setits own monetary policy, a luxury - lifeasan EU : mﬁ Lagelo _m<m_,,., the paper notes. - Reform of the International Mone tary
to the idea of picking winners, with the denied those countries confinedtothe | outsider Zo~mo<m~.. the solid growth outcomes | and Financial >ystem; Financial Stability
O mwnm.w:o: of the City of London. - eurozone’s debtors’ prison. But those b a,ﬁ simply the result of postwar - paper 12; www.bankofengland.co.uk
That “winner” proved to be the big- - Tory backbenchers who saw last week’s 1l |
gest loser of the lot, yet David Cameron | events as heralding a new golden dawn |
decided that defendir Bm\m.mﬁmamﬂm for the UK must be smoking something |

of this tarnished spets Inferestgroup™ | strofig, because the UK faces vears of

mjccE. be Britain rionty at last week’s hard graft — in or out of the EU — to
summit.

: . i restore competitiveness and rebuild the ©
The real reason for objecting to the economy. N
creation of theHerbert Hogyer Appre- Gerard Lyons, the chief economist at -
ciation Society (or fiscal stability pact) Standard Chartered, says today that the 3
created v< Angela Merkel and Nicolas eurozone will contract 1.5% by next year, £
Sarkozy is that it condemns Europe to while the UK will suffer a fall in output 3 ,\
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