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Interest-rate
fears fade as

RATES aro not far
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Market fears about
inflation are
overdone. There is
no justification for
further rises in

base rates, argues
Gerard Lyons
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& Previous interest-rate hikes and
lax increases are still feeding through
but are already slowing the economy ¥

Nigel Lawson, is it any wonder
firms do not want to wp for
higher investment? ‘
want 1o see a period of stable
Interest rates, ing demand
0 recover

The poend's fall does not
point 1o the need for higher
rates. British policymakers
have often been obsessed with a
strong pound. Harold Wilson's
atempt 0 avord devaluation
and ing’s ERM days are
wo Sterling is just
another pnice [t should be
allowed to move freely and cor-
rect economic imbalances.
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Interest rate fears subside. ..
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If left 10 itself. the Bank wll
always opt for pushung rates
higher Independence meand
monetary overkill, with ineres
rates nsng wo far ﬂu-onéx;s
pol guaranice consislency be
tween monetary and fiscal pol-
icy, Nor is it democrai
It would be wroag 0 put af
the blame on the Bank of Eng
land. It is Uying © prove ©
credibality by achievieg U
$ Inflation farget
which 5 1o have underiving
inflation between | %-2.5% by
the end of this parliament
Thencodlenanurm;‘uhn
target is wr
gasmymudmcum
over which it is © be schseved
takes no accoumt of the eco
pomic environment It is set o
terms of an arbizrary link to v
end of this parfiament. Perhap
we should shift to a “medium

nomuc condittons.
Base rates are 6.75% an

¢ for the market mists

et inflation be the judge anf
of that. ‘

2 Gerard Lyons is chi

economist of DKB ’th‘j
national, the London subs
iary of Japan's Dai-lc
Kangyo




