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' 
Speech by 

CoFoCOBBOLD, ESQo, 

GOVERNOR OF THE BANr OF ENGLAND, 

at a Dinner given by the Lord Mayor to the Bankers and Merchants 

of the City of London on the 4th October 1955 

There is little to say this year about foreign exchange 
policyo We have made considerable further progress in removing and 
simplifying exchange controlso Sterling can now be used freely 
throughout the world for a great variety of purposes within a very 
narrow bracket of rateso 

The Chancellor made a clear statement of future British 
policy at Stamboulo In present circumstances we must obviously 
concentrate our energies on the internal position before considering 
any changes in our exchange arrangementso 

There has been much talk about sterling in recent months; 
but the most important point of all has often been overlookedo In 
1949 sterling was overvalued . The devaluation in that year left 
sterling undervaluedo Since -then the margin of undervaluation has 
lessenedo If in the future we were to be so £oolish as to allow 
our costs to continue to rise disproportionately to those of our 
competitqrs, the relative value of sterling would again come into 
question. But to-day sterling is still undervalued rather than 

'1-- overvalued in relation to most of the principal currencies of the 
world. 

I propose this evening to review briefly the operation of 
monetary policy during the past year and to suggest some conclusionso 
The post-war use of monetary controls is still experimentalo This 
is not an exact science. Nobody can tell precisely what effect 
measures have had or precisely what would have happened if other 
measures had been adoptedo Different opinions can reasonably be 
held and final conclqsions will only be possible much latero 

Since the late Autumn of last year monetary policy has 
been directed to steady and progressive tightening. By the turn of 
the year short-term rates had moved up sharply~ the existing level 
of Bank Rate was effective, and the technical foundations had been 
laid for further monetary actiono To carry the process a stage 
further and to give a warning signal, Bank Rate was raised in January. 
This warning was largely disregardedo In February a further rise 
was judged necessary: the Chancellor also announced measures to 
restrict hire purchase and to deal'with the market in transferable 
sterling. 

On the foreign exchange position the effect of these 
combined measures was immediate and decisiveo The disturbing 
markets in cheap sterling which bad been growing up over the previous 
four months disappeared almost overnight and have since given very 
little troubleo Sterling generally took on a more favourable look, 
which it retained until July, when bad trade figures came out, doubts 
were expressed about the effectiveness of our anti-inflationary 
measures, and rumours circulated about changes in our exchange 
arrangementso 

At the same time the tightening of money, coupled with a 
similar but less pronounced tendency in the UoSoAo, began to influence 
commodity prices, with a consequent improvement to our terms of trade. 
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lt is less easy to gauge the effect of the February measures 
and the tight monetary policy of the succeeding months on the 
internal economy. The immediate results were disappointing: for a 
month or so the view persisted that tight conditions would not be 
maintained for long and need not be taken seriously. But, from 
April onwards, the measures were probably more effective than has 
been generally supposed. Without them there is little doubt that 
bank advances would have climbed much more steeply and the upsurge 
of hire purchase might have got out of hand. Against a general 
atmosphere of boom and expansion, the steady pressure of monetary 
policy through those months was gradually building up resistance to 
an exceptionally heavy demand for credit. 

It became clear, however, during the Summer that the banks 
would not succeed in bringing advances down quickly enough and to the 
necessary extent without the support of a statement of Government 
policy. The statement made by the Chancellor of .the Exchequer in 
July greatly reinforced the technical nsqueeze" and, although the 
banks still find themselves up against difficult problems, the tide 
of advances has turnedo 

Experience since 1951 suggests certain conclusions about 
the use and effect of monetary policy in modern conditions: to some 
of these I have referred on this occasion in earlier yearso 

1 The proportion of the economy which is directly affected by 
1 cr·edi t policy through the banking system, both as to investment and 
as to consumption spending, is much smaller than it used to be. 
With the enormous growth of the public sector, monetary action to 
restrict the borrowing and spending of individuals, firms and 
companies can be outweighed by the action of Government, local 
authorities and the nationalised industries. Moreover, with the 

j redistribution of income since before the war, the immediate impact 
of credit policy on consumption spending is outweighed by the level 

f of earnings and by fiscal policyo 
I Secondly, with present high taxation levels, business 
people are less sensitive to an increase in the cost of bank 
borrowing. International capital movements are less free than 
before the war and also less sensitive, though by no means wholly 
insensitive, to interest rate changeso 

Thus, in its direct impact, monetary policy works on a 
smaller field than it used too But it still exercises a gradual 
and pervasive influence over a much wider fieldo Bank Rate 
movements are an integral part of monetary policy and still have 
their psychological effect. 

The experience of these years shows that it would he most 
unwise not to make full use of these instruments: it would be 
equally unwise to blunt them by loading them with more responsi­
bilities than they can effectively dischargeo 

In the past year the continuing high level of expenditure 
and borrowing on Government and other public account has hampered 
the effective working of a tight credit policyo Both 
psychologically and in technical management, it has made the task 
of the monetary authorities more difficulto Our friends and 
critics therefore greatly welcomed the definite statement made by 
the Chancellor of the Exchequer about public expenditure in his 
speech at Stamboul, and will be further heartened by his remarks 
this eveningo People at home and abroad are now waiting eagerly 
for action by HoMoGovernment., 

My Lord Mayor, we have made enormous strides in standard 
of living and in production since the end of the waro We are 
active and prosperous but we are trying to do too many things at 
the same time., Demand for goods -and for labour is at a • 
dangerously high levelo We must slow consumption down and we 



I 

must spread our investment plans, private and public, over a 
longer periodo 

We are not the only country faced with a situation 
of this sorto Nor need we be too gloomy about it~ provided 
that we tackle it all along the lineo Our monetary policy 
has got into its stride and we must hold to it finnlyo If 
strong action is now taken by HoMoGovernment over the rest of the 
field and if we keep industrial costs steady, the task ahead of 
us should be well within our capacityo 

My Lord Mayor, there is no fun for anybody in a prolonged 
period of severe credit restrictiono It is distasteful to the 
monetary authorities~ who have to impede activities and developments 
which are in themselves soundo It is very disagreeable to the 
banks, who naturally and properly want to lend money to their 
credit-worthy customerso It causes hardship and disappointment 
to individuals and businesses, who see their plans interfered with 
and their balance-sheets prejudicedo 

Let us all be detennined (and by all I mean capital, 
management anq labour) to go quietly over the months ahead in our 
various demands on the country's resources~ 1 good beginning has 
been made i n the attack on inflation: let us work together and 
finish the jobo 



July 25, 1965 

My dear Kim, 

I have just received your cable reading as follows: 

'' Many tha ks for your cable revised plans noted and 
accommodation Clarid es extenaed to Wednesday morning 
Stamp w ill meet you London airport on Thursday when 
details f ow our vi sits to Bank and K nebworth can be fixed.' ' 

I am very grateful for your help in fitting my plans into 
your~. and f or the arrangemeni'3 made. 

C . F . Cobbold, Esq. 
Governor 
Bank of England 
L ')ndon, E. C. 2 

Yours very sincerely 

Ivar Rooth 

\ 



MANY THANKs · r=oR.:
1

t .0.uR REVlSED , PLANS NOTED ·•,AND -
':· ,::. ' ""_ . ·:,.··' ,, :,f_;·\t "" ,;", .. · -~ :; '•~, '.~~:; • ·' ': ,,· <" \· .: "'i~. ' - . -- , .• ,."' ' 

A:C C0MM ODA-;-p I 6N·J·c LA!Rf:DGE s 'tE ¾ +E NDEn<hf '5NEllNlt SDA Y / Cvl:ORN 11\t@:> ,'_ ~-
~~:. ...-:,, -~ • • ~ , '."';: -~ :- _ ... "'" , ,. - -::· _,,. ct. ~ ~ -f. ,r,r- .... 

• STAMP w I Jt .ME - ' , f _', - ·, ) ~ l R-POl\ ' : ·_ > - / ' ' - - \t· •• - I : 

• ~ ..-., ... ,,~,- • '~ '>: ;:{;i. - , e, '-t ~;·i' .• : · , 

, IitTj\ I LS 
. ;;~ - -i 



FOR PREPARING OFFICER 

~~11.~::11.,ight Letter 

D Ordinary 

D Code 

SPECIAL INSTRUCTIONS 

CC LORD HARCOURT 

Drafted By Mr , R o Qth 

D .. .. Managing Director eoar~men~ 

Da__ _ u_l...._y_2_2...._, _19_5_5 __ _ 

AUTHORIZATION 

IV R ROOTH 
Signature 

Second Signature When Required 

FOR COD 

Time Received _ ____..,..........,ill..L.ol..--

Time Di1patche J 37 
Number of Wo 

Log __ ____;;;,~;.=-,.;;.~.;...l __ _ 

Rout• ________ _ 

Operator _______ _ 

OUTGOING MESSAGE OFFICIAL 

INTERNATIONAL MONETARY FUND 

WASHINGTON 25, D.C. 

Bi NK OF ENG LAND LO T 10l ( i 

aumgartner asked me come to Pari s in July as he away 

afterwards. He informed me that you can see me Tuesday, 

U"rust second stop Heard from Harcourt that Treasury group 

then not in L ondon. Have therefore made following arrangements . 

rriving as pr ... viously stated in London OAC on Thursday, 

July twentyeight 10:30. Flying from London same day at noon 

to Paris .. Back from Paris -IO: 55. ill see Treasury riday, 

July 29 from eleven. Leaving L ondon Wednesday morning August 

third for Geneva. - ill telepl!on ;1:0ur secretary -Friday morning 

to find out when you want us to Kn' bworth. If :-ou want I can 

see you or someone else from Ba k Friday morning before 

Treasury meeting. Please arran e that we may st y Claridges 

until Jl ednesday morning. 

00TH 
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June 27, 956 

My dear im, 

Many thanks for your letter of June 17. I shall be happy 
t '.) lu n ch with you at th Bank on Thursday , July 28, and stay 
afterwards to talk to s::>me of you. I understand from Bill Har­
court the Treasur wants to see me on Friday, J u ly 29. 

Ingrid and I thank you most heartily for inv iting us "to 
spend at least a o~t of the weekend at Kne worth." We shall be 
lad to fix the details when I see you in London. 

In a letter to Crick, I asked him to arrange for a hotel room 
for us. 

coking forward t seeing you soon, and with kind regards 
f rom fam Uy to family , I remain 

C . F . Cobbold, Esq. ,. 
Go ernor 
Bank of England 
lond~n, E . C . 2. 

You sever 

Ivar Rooth 
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17th June 1955. 

My dear· Ivar, 

Thank you for your letter of the 15th June. 

I am delighted to hear that you are proposing to visit London 

next month , and that Ingrid will be coming too. Perhaps you 

would care to lunch at the Bank on Thursday, 28th July, and to 

stay on a bit afterwards to have some talk vith one or two 

others here . I gather that this would not clash with any 

arrangements the Treasury are making . 

Hermione and I hope it will also be possible 

for you both to spend at least a bit of the weekend at Knebworth . 

Yours ever, 

Mr.Ivar Rooth. 



June 15, 1955 

Jtr' dear Kim• 

It is nv intention to fly from here on Wednesday, 
Ju:cy- 27, to arrive in London the following day. Ingrid 
11'111 accompany me. I shall be very happy then to come 
and see you am some of your colleagues on the Thursday 
or Friday. I have informed Harcourt of this and he has 
promised to let Leslie Rowan know that I am coming. We 
plan to leave r or Paris on Monday, August 1. 

Looking forward to seeing you, I am 

Yours ever 

C. F • Cobbold Esq. 1 
Governor 
Banlc of England 
London, E.C. 2. 

Ivar Rooth 
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Many thanks for your cable about the gold problem. 
I do hope that we will have no difficulties when the matter is 
brought up again at the beginning of November. It depends, as 
you know, entirely upon what our Australian friends have to say. 

We were very glad to have George with us for .a while. 
I am sure we will have very good cooperation from Bill Harcourt. 

I end by mentioning that Ingrid and I will fly to . 
Stockholm on Friday, for my operation. As I promised George, . 
Ingrfd will inform you of the results as soon as it is over. 

With kindest regards to all the Cobbolds from the three 
of us, I am 

. Cobbold, 
er nor 

nk of England 
don, E. C. 2 
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De '.X Governor s 

I write with reference to the Fund's lett r dat 7, 
1954 reP, di the annu t t on f er co s 

i th the Fund as to the further r ten ti on of any r ns 
maint ined under Articl XIV, Section ? of t Ft nt. 

This letter is to confirm the under st ndi.n r c 
you hat these con ult tions y take place in Londo 

'l1be Fund taff mission 1dll e head d by . Ga iel Farr 
D puty Dir ctor of th Exch R striction D part nt 

• i elude . Charles 'Merwin, A istant Director of the 
Depart nt, . Iain cKinnon, econo i t, uropean D 
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s Eil Slattery, Seer tary. T e Fund group exp cts to 
arriv in London in tie to e i n di cu sio ith your r re­
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rhis year, as m ~ an u.... , , 

ave a private luncheon or our E a lea..., ues, 
followed by a disc-ussion of problems of al int 
intend to have this luncheon on be r-
one o'do ~· k, pr obaoly in he . an ingroom and t e 
the meetin in oard ·oom 

Ge • olton has 
in 1. 52 and H:153. I do not kno 
the me ting this yea or if ou 
should \.., ome you selfi', would you p ease 
and ome hours afterward or this meeti 
comin 11 yo ask Geo g o ..,o 
meeti ., I a ing a lette r at the 
Chancellor. 

Gov rnor 
Bank o England 
London, E. C. 2. 



.... 

4, 1954 

Dear i, 

Thallk you tor your let r of 14th, 19S4 nclo 
a contid nti l on the U.K. <l ty ark ta . 
very gratif o • ua important co ~ 
mar are have noticed from 1ltf' 

etat nt b t s i t ovemb r that in 
the r . hes eta aa important 
practical oward• converti ility. I am, ther tore, mot 

at tul or your note on the detailed operation and ignificanc 
of th various cormnodity h mes and, particularly, th ir 
r lationship to th • . K. control ~st 

Cameron •• Cob old q.,, 
Governor 
Banlt of 
London, 

Sincer 11 yours, 

Ivar ooth 
---~ing Dir otor 

cc: g. Dir. 
Dep . • Dir. 
uro. Dept . 

SEC 



May 17, 1954 

Dear Leslie, 

I was happy to receive your letter of y 
13 and to learn that you and the Governor will be 
at th airport when I arrive on the 26th. 

Thank you for your invitation to dinner. 
I understand, however, that dinner w.i.11 be served on 
the "Monarch'", so r ather than make you rush through 
dinner it will probably be better if I have mine on 
the 'plane. But I hope that you will be able to 
spare the time to stay with me until I leave. 

Looking forward to seeing you, I am 

Sincerely yours, 

Mr . ~.F. Crick 
Bank of England 
London, E.C. 
England. 

Ivar Rooth 



13th May 1954. 

Dear Ivar, 

e are delighted to know from your 

letter of 5th May that we shall have an 

opportunity of seeing you soon. The 

Governor and I will see you at the Airport 

around 5 p.m. on the 26th May and though 

he has to return to town I shall stay on 

and see you off. 

dinner with me. 

I hope you will have 

With kind regards, 

Yours sincerely, 

l 
Mr .Ivar Rooth. 



May 16, 1954 

My dear Kim, 

I have to thank you for two letters am several 
greetings through Max Stamp and others. 

As you know, we are working on those things that 
inteA·est both of us. Owing to pressing work on La tin 
America and some other problems we have not yet produced 
as much as we had hoped. However, when I a~k in 
Washington on May 27, some preparations will b~

1
made and 

I hope then to give H.P. something a few days 1a\er. 

I heard from Portsmore that you had the intention 
ef coming to the airport on Wednesday, May 26, at about 
five o'clock, when I ought to be there and have gone through 
the formalities. I am leaving on the BEA Flight No. 251 
from Geneva, and I am continuing with the "llonarch" at 
eight o'clock for New York. 

Ingrid and Ellen join me in kindest r egards from 
family to family. 

C. F. Cobbeld Esq., 
Goveraor 
Bank of England 
London, E.C. 

Yours ever 

Ivar Rooth 



'-1 '6 
a£ Qfn~knb 

14th May 1954. 

Dear ri1Ir . Rooth , 

We have recently completed a 

brief review of the progress made in 

re-establishing the Corrmodity Markets 

in this country which were closed down 

during the early days of the war , and 

as I think you may be interested I 

enclose a copy of a memorandum on the 

subject. 

Yours sincerely , 

Mr . Ivar Rooth. 



Dear Mr.Rooth, 

lault af fu~Ltttb 

23rd April 1954. 

I write to acknowledge your 

lett er of April 16th and to say that 

we shall welcome the visit o.f 

Mr.Merle Cochran from June 2nd to 

June 5th. I shall be writing direct 

to Mr.Cochran about arrangements .for 

his stay in London. 

Yours sincerely, 

Mr.Ivar Rooth. 



JAN 14 1953 
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14th July 1952 . 

My dear Ivar , 

Many thanks for your letter of July 8th . I 

am so glad you were able to come over . It was very nice to see 

you both on personal and official grounds . 

I have just heard from the Wallenbergs who say 

that their island is free when I shall be there and we have fixed 

up in principle to go out there . I will in any case give your 

brother a ring and hope to meet him . 

It is kind of you to have got into touch with 

your sister- in- law. I am sorry that we shall miss Mrs .Wijkander --but I will , as you suggest , get into touch with them and see whether 

some of the family would help us find a place to stay for the night . 

It is very good of you to have taken so much 

trouble . I know we shall enjoy ourselves in Scandinavia and only 

hope that nothing happens to interrupt our trip . 

Yours sincerely , 

~ 
Mr . Ivar Rooth . -------
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S1>eech by 

C.F.COBBOLD, ESQ., 

GOVERNOR OF THE BANK OF ENGLAND, 

v 

at a Dinner given by the Lord Mayor to the Bankers -and Merchants 
of the City of London on the 7th October 1952 

Speaking on this occasiqn a year ago I expressed the 
view that the economic barometer was veering towards stormy and that 
the stability of the currency should be given first priority. It 
would be idle to suggest that the barometer is now set fair, but the 
figures which the Chancellor has given show that the storm into which 
we were running last winter has considerably abated. We are now 
holding our own, if somewhat precariously, on overseas account. 

I should like to dwell for a minute 1 on the internal 
value of the currency. This is the key to the problem. For some 
years past, largely because of our vast war expenditure and its 
aftermath, people have been inclined to feel that money seems to get 
worth less all the time and is likely to buy less in one, five or 
ten years' time than now; Has that attitude begun to change? Are 
people beginning to say "Well it looks as if prices may come down· a 
bit - our pound may be worth more in a year or two - we will save it 
instead of spending it now"? If we can reach and hold that point, 
than we shall have inflicted a defeat on inflation and won a victory 
for the currency. 

I believe that material progress towards that point 
has been achieved. In the process several theories have been put to 
the test of experience . Nearly a year has passed since new monetary 
measures were introduced, and some conclusions can now be drawn. In 
the first place it has been demonstrated that, in very different 
conditions from those ruling before 1939, movements in Bank Rate and 
monetary policy generally can still have a very potent effect. 
Secondly some ghosts have been laid, it has been proved that, when 
conditions require it, a sharp rise in the Bank Rate is not inevitably 
followed by widespread unemployment or by a lack of money for 
essential purposes. Thirdly it has been proved that Bank Rate and 
monetary policy alone cannot work miracles but must be supported by 
Government fiscal and expenditure policy. 

The comparative effect on the national economy of 
private borrowing and spending on the one hand and of public 
borrowing and spending on the other has completely changed since Bank 
Rate policy was used in earlier days. It follows that action through 
the credit system on the borrowing and spending of individuals, firms 
and companies can now be much more easily outweighed than formerly by 
the action of Government, local authorities and the nationalised 
industrieso • 

In the domain of private borrowing and expenditure 
there has been a strong and healthy reaction to the measures taken; 
but much remains to be done in other directions. Recent statistics 
and banking figures show very clearly that results in the private 
sphere are in danger of being neutralised by heavy expenditure on 
official account and by the resultant necessity of heavy borrowings 
for Governmental needs. 

It is generally held in the City that this is the most 
important question of the day for our further progress in strengthening 
the currency~ I am sure that the Chancellor of the Exchequer has it 
in the forefront of his mind. The City will follow with eagerness 
and sympathy his progressj when framing his estimates and Budget 
proposals, in bringing public demands on the country's resources of 
labour, .materials and money within the bounds of what we can afford. 

There 



, 

There has been much discussion in recent months, in 
the City and elsewhere, about our future foreign exchange arrange­
ments. I do not propose to go into the complicated technical 
arguments for and against different types of exchange systemo I 
would just say thiso The Bankers and Merchants for whom I am 
responding to-night firmly believe that a freer system of 
international ~aymentsi with currencies more freely exchangeable 
through the world, offers the best prospect for our trading and 
industrial futureo 

But, My Lord Mayor, Bankers and Merchants are 
realistic people. They appreciate that these exchange problems 
need to be carefully weighed and cannot be dealt with in isolatio~. 
Above all they appreciate that, whatever may be the pattern for the 
machinery of international paymentsj the fundamental problem remains 
the same. Under a full exchange control system or under a free· 
exchange system, the value of the pound and with it our ability to 
buy our food and raw materials, must depend primarily on our internal 
policy and on our own efforts in the United Kingdomo Unless we can 
produce, and sell overseas on a competitive basis, enough goods and 
services to earn what we need from abroadj there is no exchange 
system nor any technical arrangement which will maintain our living 
standards o 

The Ci t y was glad to learn of the arrangements for a 
Commonwealth Economic Conferenceo Here 9 where there are so many 
long-standing and day- to~day business links with every par~ of the 
Commonwealth, no emphasis is needed on the importance of joint study 
and co-operation wit h the other Commonwealth countries. To the 
other members of the sterling area in particular, the purchasing 
power of sterling is of vital interest and their policies in their 
turn have much inf,luence on the strength of sterl.ingo But let us 
remember that the first responsibility is ours in this country. 
Sterling is our currencyo It is on our success in making ends meet 
and paying our way that the future of the pound will dependQ 

I referred earlier~ My Lord Mayor, to the changes in 
·monetary policy which have taken pl ace in the past year. These 
changes, together with the restoration i n December or a degree- of 
rreedom to the roreign exchange market and the reopening or some 
commodity markets , have called into use machinery that was a little 
rustyo They have gi ven the City a chance of furbishing up the 
dealing techniques for which it has long been ramed; they have 
helped to show that t hese techniques have not been rorgotten, and 
that London has not lost its preeminence in rinancial skill and 
knowledge. Every day there is evidence or new ideas and enterprise, 
whether it is in forging new links ror developing business with the 
Commonwealth, in tackling the complex problems of raising rinance 
for industrial development, or in other rields at home and abroad. 
Difriculties are great and disappointments manyj but much is being 
achieved and it .is our hope that conditions will so develop as to 
give scope ror ever greater achievement. 
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