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SWEPEN’S RIKSBANK, 1668, |S RECOGNISED
AS THE FIRST CENTRAL BANK. MANY EARLY
INSTITUTIONS CAME FROM A NEED TO SERVICE
DEBT ARISING FROM WARS, THE BANK OF
ENGLANLC, 1694, HELPED WILLIAM TIT BUILD A
NAVAL FLEET. FOR A £1.ZM LOAN, IT HAD
EXCLUSIVE CONTROL OF THE GOVERNMENT’S
BALANCES AND THE ISSUE OF BANK NOTES.

MOPERN TIMES

SOME ZOO YEARS

PASSED BEFORE THE - ' —

MODERN IDEA OF A 2 - , —=I/ )] TI—IE
CENTRAL BANK, WITH e

BSOS o e =€) LENDER
US FEPERAL RESERVE, ‘
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STABLE FINIANCIAL m O\ e LAST RESOR SAVE THE
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ITT IS MADE UP OF Vi : THE MOUPERN CENTRAL BANK IS ,FO-
REGIONAL FEDERAL ) T = ") \CUSED-ON LONG-TERM DOMESTIC PRICE
BANKS AND GOVER- M Y STABILITY, BUT ITIS ALSO THE ZLANPER
NORS AND HAS A = B T Tt} . OF LAST RESORTZ THIS HOLLYWOOD
STATED FOCUS ON ———— | s NOMENCLATURE BECAME ANYTHING
EMPLOYMENT AS e imilEhiEn E=——————————y BUT FICTIONAL FOLLOWING THE GFC
WELL AS STABILITY. T T AND A GLOBAL PANDEMIC WITH INTER-
THE FED’S BOARD OF y i b VENTIONS TO SUPPORT THE BANKING
GOVERNORS HAS A [ P SYSTEM. BUT CBs WERE NOT ALWAYS
DESIGNATED CHAIR, | « : SO REAPY TO 'STEP IN”.

A ROLE THAT HAS b i[! i -
COME UNDER IN-

CREASING POLITICAL

SCRUTINY.
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THE GOLP STANCPARLP

BETWEEN 1870 AND 1914, WORLD CURRENCIES WERE

PEGGED TO THE GOLLP STANLCARL, WITH CENTRAL | THE GREAT
BANK MONETARY POLICY AND CURRENCY BASED ON | PEPRESS/ION

A COUNTRY'S GOLD RESERVES. A}
JIn® iw
. ' AN AN

WWI, AMERICA
CAME ROARING
BACK, FUELLED
BY EXCITING NEW
INDUSTRIES.

GOOPD TIMES
WERE OVER.
SOARING INFLATION
LEDP TO RATE HIKES...

! IN 1933, PRESIDENT ROOSEVELENT FINALLY

WORTH TS TOOK THE US OFF THE GOLD STANDARD,
WEIGHT IN WITH PEOPLE REQUIRED TO EXCHANGE GOLD
GOLD FOR CASH. THE PRICE OF GOLD ROSE, AS DID
- THE MONEY SUPPLY. TN RECENT TIMES THE FED

- ( HAS NOTED THAT ITS DECISIONS AT THE TIME
> THIS KEPT INFLATION MUTED UNTIL. WW1,
% P A RSO NN -7 ovon oo 7o acr a5 e soupn o
CONEL; PRINT PRESSES ROLLED AND INFLATION U SR e L T TR ANE AT W 3 AT (2F




70S & STAGFLAT/ION

THE POST-WWZ US ECONOMY WAS UNPARALLELED,
BUT IN THE EARLY 70S IT BEGAN TO SLOW, CAUSED
BY INCREASED INTERNATIONAL COMPETITION, THE
COST OF THE VIETNAM WAR AND THE DECLINE OF
MANUFACTURING JOBS. UNEMPLOYMENT AND
PRICES ROSE, WAGES STAGNATED =
STAGFLAT/ON. US INTEREST RATES PEAKED NEAR

THE STATE OF
INPEPENPENCE

EARLY CBs WERE
RAR.

ARELY
INPEPENPENT.
OVER TIME,
THOUGH, THERE
WAS A CLEAR
TREND TOWARDS
SEPARA?_TING

POLICY Fi
POLITICAL INFLU-
ENCE. THE BOE
BECAME PUBLIC IN
1946, WHILE THE

ROPEAN
CENTRAL BANK
WAS SET UP
SPECIFICALLY AS
AN INDEPENDENT
INSTITUTION.
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INDEPENDENCE HAS PROVEN STABILIZING BUT A DECADE
AFTER THE GFC, CBS ARE STRUGGL/NG WITH THEIR CORE
MANDATES - WITH POLITICAL PRESSURE CALLING FOR MORE

\4.. z \ ~/ 4 b /L N 5 A
/49\7/ Nl / ACCOUNTABILITY AND LESS INDEPENDENCE.

ITF THE CRASH OF K2 habr-Yal'd R /10171 (o1

THE 30S AND THE WORLD BECAME AWARE OF QUANTITATIVE EASING IN 2008 (EVEN IF THE
DIECIy el e Il 2 ANK OF JAPAN HAD USED THIS TOOL SINCE Z0O01) AND MARKETS QUICKLY
LA 2SO NN 2ECAME @E-RELIANT. TNCREASING THE SUPPLY OF MONEY INTO THE

gﬁb/fécgﬁ;'lkgf ECONOMY TO STIMULATE GROWTH LARGELY INVOLVED/EBYING GOVERNMENT

BANKS, TOEY AND CORPORATE BONDS, SO IT'S EASY TO SEE WHY THE A<ETS LIKED IT.

/
CERTAINLY STEPPED
UP IN THE GFC,
WITH COLLECTIVE
ACTION AVERTING
A GLOBAL
DEPRESSION.
INTEREST RATES
WERE LOWEREP
TO NEAR O%,
ALLOWING LARGE
AMOUNTS OF
MONEY TO BE LENT
TO BANKS AND
ASSET RICH
INSTITUTIONS, AND
CENTRAL BANKS
BOUGHT UP
FINANCIAL
SECURITIES. THE

MOVE TOWARDS BUT THEN CAME QUANTITATIVE TIGHTENING, SLOWING THE
O% ADDED A NEW ECONOMY AND THE SUPPLY OF MONEY, SELLING ASSETS
WEAPON TO THE BOUGHT UP DURING QE, TO COMBAT INFLATION. ZAMPENING
CB ARMOURY. THIS MARKETS WAS ALWAYS GOING TO BE MET WITH NERVOUSNESS.

WAS THE TIME OF
QU?AJ};ZAGT/VE WHAT OCCURRED WAS A LITTLE MORE EXPLOS/IVE.

COINED BY
THE MEDIA, THE 2013
TAPER TANTRUM CAME
WITH RUMOURS THAT THE
FED WAS THINKING ABOUT
TAPERING ITS QE POLICY. THE
EFFECTS, THOUGH, WERE VERY
REAL, ESPECIALLY FOR
EMERGING MARKETS.

INVESTORS
WITHPREW CAPITAL
FROM EMs, SEEKING

OUT HIGHER YIELDS AMID
RISING U.S. INTEREST
RATES. TNVESTOR FLIGHT
LED TO EM CURRENCY
PEPREC/IAT/ION AGAINST THE
DOLLAR AND AMH/GHER
INFLATION, MAKING
IT HARDER STILL
TO SERVICE DEBT



THE BANK OF JAFAN IS AN UNDISPUTED OUTLIER AMONG
CBS: FACED BY PERSISTENTLY LOW INFLATION;, IT WAS THE FIRST
TO EMPLOY QE AND ONE OF THE LAST TO KEEP IT. A FAN OF
ACRONYMS, IT HAS ALSO PURSUED YCC {YIELP CURVE
CONTROL), NIRP (NEGATIVE INTEREST RATE POLICY) AND
ANOTHER FORM OF QE (TH/S TIME QUALITATIVE). TS
THIS THE YEAR WHEN YCC IS
GRADUALLY PHASED OUTZ

FOR THE

BOJ, IT IS ALL ABOUT
RETAINING SUSTAINABLE
INFLAT/ION AND IT
REMAINS RELAXED
AND FLEXIBLE ON HOW

3 TO ACHIEVE

WHAT
HAPPENS IN

Uk

CHALLENGES TO CB INDEPENDENCE ARE NOT
NEW BUT HAVE GROWN WITH RECENT
INCREASES TO INFLATION AND INTEREST RATES.

AN INPEPENPENT EUROPE
THE ECB IS A MODERN INSTITUTION, UNIQUE IN ITS
FREE CAPITAL MOVEMENT OR/GINS AND ROLE

THE HOUSE OF LORPS’ HAS REVIEWED THE

AS THE CENTRAL BANK TO SOME ZO SOVEREIGN
BOE’'S MANDATE UNDER THE SPOTLIGHT OF THE

EUROZONE NATIONS WITH A SINGLE MANDATE TO
GFC AND RECENT INFLATIONARY PRESSURE.

KEEP A HOLD ON INFLATION.
TERMS INCLUDING '"PRUNE’ (IT'S REMIT) AND

G ) o ==
MENTARY REVIEW. TT FEELS A LONG WAY FROM ggggggﬁ;“@ﬂggp‘?g
OLD HEADLINES THAT DECLARED 'THE OLLC B AU e ECh
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|LAPY SET FREE: HUGELY IMPORTANT
DURING THE GFC WITH
SOME HIGHLY
UNORTHODOX
POLICIES INCLUPDING
NEGATIVE INTEREST
RATES AND A HEAD-
LINE €3TN QE PLAN.
IT HAS ITS
DETRACTORS, BUT
LOOKS TO BE
STRENGTHENING ITS
POSITION WITH NEW
POWERS OF
SUPERVISION.

5 APPARENTLY
IT'S INDEPENDENT

ANP HAS FREE

MOVEMENT?Z

THIS LAPY
/S NOT FOR
PRUNING

IF OUR CENTRAL BANK
ROApP TR/IP HAS PROVED
ANYTHING, IT IS THAT
INFLATION ANP INTEREST
RATES HAVE CHALLENGED
FINANCIAL INSTITUTIONS
REGARDLESS OF HOW

HISTORICALLY,

D e
WHEN RATES RISE

SUBSTANTIALLY (AND OFTEN
QUICKLY), IT'S BECAUSE SOME-

INPEPENPENT THEY THING HAS BROKEN OUTSIDE
ARE OR WHAT OF CENTRAL BANK CONTROL.
TOOLS THEY = AND WHEN THIS HAPPENS,
CAN EMPLOY. 227 COUNTERMEASURES

W/ \ = NEED TIME TO TAKE EFFECT, OLKER REENSPA BERNA PO

NS OFTEN CLASHING WITH
. THE SHORT-TERMISM

f OF POLITICS
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N SO WHAT LIES
AMHEAPZ MARKETS SEEM TO
BELIEVE THAT 2024 WILL BE THE -
® YEAR OF FED RATE CUTS, BUT HOW L
FAR AND DEEP WILL THEY GOZ WITH

§ &% UNPREPICTABILITY SEEMINGLY S LAY
Yy NVE THE ONLY CERTAINTY, MAYBE WE =
VA C SHOULD BE LOOKING AT BONL 4 o
P PIFFERENT METR/ICSZ



