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Speech by
C.F.COBBOLD, ESQ.,
GOVERNOR OF THE BANK 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
policy. We have made considerable further progress in removing and
simplifying exchange controls. Sterling can now be used freely
throughout the world for a great variety of purposes within a very
narrow bracket of rates.

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

There has been much talk about sterling in recent months;
but the most important point of all has often been overlooked. In
1949 sterling was overvalued. The devaluation in that year left
sterling undervalued. Since then the margin of undervaluation has
lessened. If in the future we were to be so foolish as to allow
our costs to continue to rise disproportionately to those of our
competitors, the relative value of sterling would again come into
question. But to-day sterling is still undervalued rather than
oveivalued 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 conclusions.
The post-war use of monetary controls is still experimental. 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 adopted. Different opinions can reasonably be
held and final conclusions will only be possible much later.

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 action. To carry the process a stage
further and to give a warning signal, Bank Rate was raised in January.
This warning was largely disregarded. 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 decisive. The disturbing
markets in cheap sterling which had been growing up over the previous
four months disappeared almost overnight and have since given very
little trouble. 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
arrangements.

At the same time the tightening of money, coupled with a
similar but less pronounced tendency in the U.S:A., began to influence
commodity prices, with a consequent improvement to our terms of trade.



It 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 "squeeze" and, although the
banks still find themselves up against difficult problems, the tide
of advances has turned.

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 years,

The proportion of the economy which is directly affected by
credit 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
redistribution of income since before the war, the immediate impact
of credit policy on consumption spending is outweighed by the level
of earnings and by fiscal policy.

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 changes.

Thus, in its direct impact, monetary policy works on a
smaller field than it used to. But it still exercises a gradual
and pervasive influence over a much wider field. 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 be 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 discharge.

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 policy. Both
psychologically and in technical management, it has made the task
of the monetary authorities more difficult. 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 evening. People at home and abroad are now waiting eagerly
for action by H.M.Government.

My Lord Mayor, we have made enormous strides in standard
of living and in production since the end of the war. 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 level, We must slow consumption down and we



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

We are not the only country faced with a situation
of this sort, Nor need we be too gloomy about it, provided
that we tackle it all along the line. Our monetary policy
has got into its stride and we must hold to it firmly. 1% 4
strong action is now taken by H.M.Government over the rest of the
field and if we keep industrial costs steady, the task ahead of
us should be well within our capacity.

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

Let us all be determined (and by all I mean capital,
management and labour) to go quietly over the months ahead in our
various demands on the country's resources. A good beginning has
been made in the attack on inflation: let us work together and
finish the job.



July 25, 1955

My dear Kim,
I have just received your cable reading as follows:

‘‘Many thanks for your cable revised plans noted and
accommodation Claridges extended to Wednesday morning
Stamp will meet you London airport on Thursday when
details forfour visits to Bank and Knebworth can be fixed.”’

I am very grateful for your help in fitting my plans into
yours,. and for the arrangements made.

Yours very sincerely

Ivar Rooth

C. F. Cobbold, Esq.
Governor

Bank of England
London, E. C. 2
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INTERNATIONAL MONETARY FUND
WASHINGTON 25, D.C.

3 GOVERNCR COBBOLD

BANK OF ENGLAND LONDONC;

Baumgartner asked me come to Paris in July as he away
afterwards. He informed me that you can see me Tuesday,

August second stop Heard from Harcourt that Treasury group

then not in London. Have therefore made following arrangements.

Arriving as previously stated in London BOAC on Thursday,

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

to Paris. Back from Paris20:55. Will see Treasury Friday,
July 29 from eleven. Leaving L.ondon Wednesday morning August
third for Geneva. Will telephone your secretary Friday morning
to find out when you want us to Knebworth. If you want I can

see you or someone else from Bank Friday morning before

Treasury meeting., Please arrange that we may stay Claridges

until Wednssday morning.
T e,

;(lg‘ : (

DO NOT TYPE BELOW THIS LINE

Operator




June 27, 1955

My dear Kim,

Many thanks for your letter of June 17. I shall be happy
to lunch with you at the Bank on Thursday, July 28, and stay
afterwards to talk to some of you. I understand from Bill Har-
court the Treasury wants to see me on Friday, July 29.

Ingrid and I thank you most heartily for inviting us ‘“to
spend at least a »it of the weekend at Knebworth.”” We shall be
glad 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.

Looking forward to seeing you soon, and with kind regards
from family to family, I remain

Yours ever

Ivar Rooth

C. F. Cobbold, Esq.,
Governor

Bank of England
London, E. €. 2.
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Bank of England

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 with 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,

/
[ A

C/’

Mr.Ivar Rooth.



June 15 » 1955

My dear Kim,

It is my intention to fly from here on Wednesday,
July 27, to arrive in London the following day. Ingrid
will accompany mees I shall be very happy then ta come
and see you and some of your colleagues on the Thursday
or Friday, I have informed Harcowt of this and he has
promised to let Leslie Rowan know that I am coming, We
plan to leave for Paris on lMonday, August 1,

Looking forward to seeing you, I am

Yours ever

Ivar Rooth

Cs F, Cobbold Esq.,
Governor

Bank of England
LO!ﬂon, EQCQ 2.
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October 19, 1954

Biy dear Kim,

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,
Ingrid 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 : ‘

Yours ever

C. F. Cobbold, Esq.
Governor

Bank of England
London, E. C. 2
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Dear Mr, Governor:

I write with reference to the Fund's letter dated May 7,
1954 regarding the annual conmsultations of member countries
with the Fund as to the further retention of any restrictions
maintained under Article XIV, Section 2 of the Fund Agreement.

This letter is to confirm the understanding reached with
you that these consultations may take place in London in November.

: The Fund staff mission will be headed by Nr. Gatriel Ferras,
Deputy Director of the Exchange Restrictions Department and will

"inelude Mr. Charles Werwin, Assistant Director of the Furopean

Department, Mr. Iain MacKinnon, economist, European Department,
and Miss Eileeu Slattery, Secretary. The Fund group expects to
arrive in london in time to begin discussions with your repre-
sentatives on November 8., We would appreciate it if you would
inform the appropriate authorities of the Treasury.

Yours sincerely,

Ivar Rooth
Wanaging Director

Mr. Cameron F. Cobhold

Governor

Bank of England CC: Mg, Dir, '
London, E.C. 2, - Dep, Mg, Dir,

England Viscount Harcourt

Mr, Portsumore
ERD -

Euro, Dept,
LEG

RES

UN Rep,

SEC



July 7, 1964

My dear Kim,

This year, as in 1952 and 1953, I am planning to

. have a private luncheon for cur European colleajues, to be

followed by a discussion of problems of mutual interest. I
intend to have this luncheon on Sunday, September 20th, at
one o’clock, probably in the Bank’s diningroom and then have
the meeting in our Board room.

Georqe Bolton has been present at these meetings '
in 1962 and 1958. I do not know if it is your intention to come to
the meeting this year or if you are sendinj George. In case you
should come yourself, would you please reserve that luncheon
and some hours afterward for this meeting? If you are not
coming, will you then ask George to come to the luncheon and
meeting? Iam writing a 1etter at the same time to the
Chancellor,

© With kindest regards,

"~ Yours ever
Ivar Rooth -

Cameron F. Cobbold, Esq.
Governor

Bank of England

London, E. C, 2.



June L, 1954

Dear Kim,

Thank you for your letter of May llth, 1954 enclosing
a confidential memorandum on the U.,K, commodi ty markets, It is
very gratifying to see that virtually all the important commodity
markets are now functioning again, You may have noticed from my
statement before the Randall Commission last November that we in
the Fund regard the reopening of these markets as important
practical steps towards convertibility, I am, therefore, most
grateful for your note on the detailed operation and significance
of the various commodity market schemes and, particularly, their
relationship to the U.K, exchange control system,

Sincerely yours,

Ivar Rooth
Managing Director

Cameron ¥, Cobbold Esq,,

Governor
S co Y. i,
] eVe o D‘p. k. Dir.
Euro, Dept,
SEC
lhgdlr

June L 1954



May 17, 1954

Dear Leslie,

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

Thank you for your invitation to dinnrer.
I understand, however, that dinner will be served on
the "Monarch™, so rather 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,

Ivar Rooth

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

England.



Bank of England

13th May 1954.

Dear Ivar,

We 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. I hope you will have
dinner with me.

With kind regards,

Yours sincerely,
ROUL bone o

£

W

Mr .Ivar Rooth.
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May 16, 195L

My dear Kim,

I have to thank you fer two letters and several
greetings through Max Stamp and others,

As you know, we are working on those things that
intei’est both of us., Owing to pressing work on Latin
America and some other problems we have not yet produced
as much as we had hoped. However, when I am back in
Washington on May 27, some preparations will made and
I hope then to give H.P. something a few days later,

I heard from Portsmore that you had the intention
of 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 "Monarch" at
eight o'clock for New York.

Ingrid and Ellen join me in kindest regards from
family to family.

Yours ever

Ivar Rooth

C. F, Cobbeld Esq.,
Governor

Bank of England
London, E.C.
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Lith May 1954.

Dear Mr.Rooth,

We have recently completed a
brief review of the progress made in
re-~establishing the Commodity 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.
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Bank of CEngland

23rd April 1954.

Dear Mr.Rooth,

I write to acknowledge your
letter of April 16th and to say that
we shall welcome the visit of
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,

e

Mr.Ivar Rooth.



JAN 14 1953

I refer to my letter of Jamuery 13 concevning the
of the United Kingdom in the forthooming sausel

‘ wmmm‘mn—amu
has advised me that the services of ¥r. ¥.8.J.Thomington, Deputy
Mrector of msummmnmmwm‘-m
will be mude svallabile for this sork,

mmuwmmmuum-
with this sesignaent 1t is a3y intention to desl direetly through

" Yours simcerely,

/.s/

Mz—ormem
ond ‘sneging Udreetor

%

Yr, Comevon F. Cobbold

Govarncr
Benk of Emglend
Lendom, E.C.R
Cot Ex. Dir,
Trea
Im‘lul ‘fuditor
Sege '

CPA/TLE sl /14/53 Central _ruu



JAN 131953

Dear Mr, Cobbold:

Many thanks for your letter of January 6th
advising me that Mr. Basil Sanderson will be visiting
‘this country Ao ok ont. b Tebrenr s 1 am glad
you suggested to Mr, Sanderson that he look me up while
he is over here. . Heedless to say 1 -h-.nu dolidthd
to meet him,

Yours sincerely,

s

Tvar Rooth

Mr, Cameron ¥, Cobbold
- Governor

Bank of England

London, E.C. 2, England

INESRMATION COPY



Aoy 14,1955

My doa;' Kim,

Today I formally advised the Executive Board of
my intention to appoint Max Stamp as Director of the
European and North American Department. Most of the
‘Directors have already been talked to informally, but
the formal proposal is necessary according to our Rules
and Regulations.

1 am proposing that Stamp have a salary of $15,000,
This salary is net of income tax. You will remember that
we talked about a salary of $15,000 but with the idea that -
I would think over the possibility of $16,000. I have
“thought the matter over and I am sorry to say that it will

“have to be $15,000. Paying more than this would raise a
number of questions about the salaries of other top
officers of the Fund = department directors and advisors -
and might very well lead to discussion in the Executive -
Board of the salaries of top staff. From the point of
view of the Executive Board this is not a good time to have
such a discussion; and since I am so busy it is not a good °
time for me either, = ' : :

I am looking fomrd very much to having Stamp on
the staff. I know that he will be of great service. Thank
you again for making it possible for us to have him,

With best rogards y

Sincerely yours,

i)

\\
C.Fa Cobbold, an., : { : Ivar Rooth
Governor, Managing Director

Bank of Engl&nd,
LONDON, England.
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My dear Kim,

You told me it - Oel vithout mmq that a return te a limited

canverttbility must not be a renewal of the experiment of 1547 but that -

- uiven peace - convertibility will be introduced as a definite measure. To |
be on the safe side, you will when taking suech a step discuss the problem
of additionsl reserves with friends in the U.S. and in Canada. Those of us
whn mitht be approached will have to be convinced that the steps already

‘aken or ~ontemplated will be effective. Not knowin- enough of your situation

to express a definite opinion we will mainly have to rely upon your appraisal
of the situation, But you will understand that we will ask questions and that
‘you will have 15 eonvines us that thare are qood chances 1or avoldinq an ex-
pariment dla v 4’7 fh e :

B | r'\msc that atter the In' roduetion of convertlbmty, yonr problams
will eome: . e, oy |

; trom the U K. economy . ‘
; from the economy of the sterling area
" e) dromi the amtudb 9! other countries having or obtakdnq
o tha may be comerted ’ ,
Ad a) Ihavea fnung that even with the pruont rutrictiont ea
imports, from bith dollar and omor countries, the demand for hard currencies
is almost 100 big. But that may be a temporary phenomenon. For an outsider
it is of eourse impossible 1o know if the present restrigtions will close the
‘dollar wap afier a while, But can you avoid liberalizing your imports some-
what say next year” And what will the effects be of such a liberalization”
“+ Both the U.S. and Cnuda will probably in the Fund (and the U.S. also in the
'N.A.C.) not Insist but urge some liburaliuuon also of dollar 1mportt. _

Ad b) 1 cuess that for pontinl reasons youwm have to pormn tho
sterline area countries or many of them to use p art of their present holdings
not only for sterlin: payments but also for buying hard currencies. I take it
for granted that this permission will only be jiven ‘o the central banks and
correspondiny authorities of these couniries. But nevertheless, I wonder if
there is not a risk of part o! them bein,,, uted fat a flight from :terumz

Ad ¢) M you take omn a aubltanthl obu /ation on convertlbnky, ‘much
of the sterling held in accountt wlﬁ I prnume, bo clthur emw:-tod into
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dollars as a precaitionary move or »oﬂut by forward sales.

- Apart from the American holdings of sterling, unusual demands
for conversion may come from two other groups of countries. First, there
~ are countries that need to convert a substantial part of their stornnq into
dollars to meet their dollar payments. Such countries include all the
Scandinavian countries and Holland. Probaply other countries with a sterling
surplus will also convert most of their surplus sterling receipts into dollars
to aveid risk. The quasi-specuhtlvo demand for dollars mnﬁ therefore be
Troat

‘1 feel that the demand will be substanthlly oreater if each individual
‘holder of st erling may converi into dollars than if only the central bank in
the couniry should have this right either in the London or other markets, But
it may be that there is a rigk of broken eross-rates if any non-U.K. (and non-
sterling area) holder of sterliny should be prevented from turning them into
dollars. There is of course already pressure on sterling through cheap ster-
liny transactions and to this extent there will be no mew demand for dollars.
Indeed, it is possible that private cheap aterunq transactions wm nu off if
central bo.nk heoldings of sterling are made convertible.

As I mentioned, my !ooung is that the steps already taken to tighton
the money market might be enough., But is not the strain on your real resources
still too great? Is this not a reason for cutting down government and municipal
investment~ And considering the delay before new measures become effective,
should that not be done in good time before introducing convertibility? 1
wondeB, too, whether other expenditures of the Government will not have to be
reduced very soon because the results of the last budget have been somewhat
disappointing. And should not such measures be taken soon, for even here the
time lag is probably not inconsiderable. You mentioned the necessity of
cutting down or prolonging the defense program, Of course, 1 cannot have any
idea of what can be done alouq those lines. ‘

Appropriate measures on crodlt, investment and budget peucy are | ‘! (K
even more urgent in most of the rest of the sterling area than in the United | W
Kingdom. The difficulty of retting them to take such measures && even greater
than it is for you. And yet the future of sterling may depend on what the mest
of the sterlin: area is prepared to do to live within its means. :

* » * .

Another side is a) the necessity for increased production and
productivity combined with reduced costs, and increased exports in certain
industries; and b reduced time fir deuveriu in many export industries.
It ~oes without saying thai coal and heavy slectrical ma.ehincry belong to
this group.
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Ouo condmon tor incruud produnuon in all ltcruaq area countries
is, of course, the avoldance of strikes and lockouts. And this brings in the
vaqo problem and the effect of possible inereases in the cost of living on
wages and the cost structure. AsS one example, the roluctmec to increase
uilway fares is undorstandable. But ean it he VO ?

Il thare not a great need for ednuunq the man in the street on
the U.K.’s problems? Should it not be made quite clear in very simple
words that the present unemployment in textiles is due tc increased
foreion competition and not to the new monetary measures) and that in-
creased waoes wil! increase the dﬂﬁculty of aelliuq textiles and other
products, oo, ; _

i have just seen thﬁt the Prime Mintuter h going to d!scun in
Parliament the steps that have to be taken, If it were possible to secure
the support, or at least the passive acquiescence of Attlee and those who
follow him, it would probably be miar to vet a mort mbatutlal help
from this side. .

If you contemylatc some sort ot eonurtthuity, you will need to
husband your resources and one way will be to invoke the waiver clause
in your U.S. and Canadian loans. Our staff believes that prima facie, the
1951 payments justify a waiver. In any case, they are prepared to toll
you what they find after a preliminary study and before any formal action

is taken.To do this. , our statistical work ought to start at the end of September

to enable you to know how we feel bofore your dccbion has to be tnknn. :
| - Yours very uinc_erely 3
Ivar Rooth .

2. Cobbald Esq.,
Governor of the Bank ot Fn"land

. London



July 18, 1652,

My dear Kim,

On my arrival yesterday from a week’s vacat ion in Maine where

- we had a good time, 1 received your letter of July 14, 1am glad to hear

that the Wallenberg’s island is at your disposal. 1 have informed my brother
accordingly. You will hear from Ingrid or me about Mrs. Wijkander, as soon
as Ingrid has got a reply. 1 shall send this letter to you ¢/o the Bank of
Sweden s0 you will get it when you are back in Stockholm from Finland, 1
understand you are léavinq London on the 2&th. ;

‘When leaving the Wauenbergs, you can go either north or south of
Lake Milaren. I suggest that you drive on the south side. After having driven
some 20 English miles on the other side of Sbdertalje you will approach a little
town called Mariefred. It is not a mile off your main route, Just before enter-
int Mariefred, there is on your right, an old Swedish palace from the XVith -
century ca.ned “Gripsholm”’ which is worth your having a glance at. It is not:
necessary for you to go through the palace if you have no time but pou ought
to take the short time it will take to see the exterior. The palace is open to
the public. The lady in charge called **Oldf ru’ is Mrs. 80derberg, whom 1
know well, She does not show the palace but in case you need some help, you
can apply to her, 8he is a close friend of my first wife.

Passing through Orebro, you might stop a socond and have a look
at the outside of the palace of Orebro which is something of the same type
~ as the Gripsholm but the Gripsholm is a museum while Orebro is ssed by the
Governor of the province and the provlnco s government. Details about
Bofors will 101 low. .

; When over on the Norwegian side, the road follows the river from
Kongsvinger almost straight west. After about an hour, you regch a big river
going south, There are two roads to Oslo, one fonowiug the river close.y,
the ot her going more west of tho river. The latter is newer and more interest-
ing. : :

Another suqqesuon for Norway is that in case you intend to go
to the mountains north of Lillehammer, it might be a good idea to drive
north from Kongsvinger and see the Bank of Norway people only a couple
of days before the boat leaves. But as I said, such a change depends entirely
upon what you intend to see in Norway

But take my suggestlons about yOur Nor weqian trxp only it you have
not a bet ter propoaal from Jahn,
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1 was guite aztoni:hed to find ‘on my desk the enclosed cutting
from Business Week of July 12 which you might have seen. It goes without
saying that there is no link whatsoever between me and Business Week.

Ingrid joins me in hopinquou have a wonderful trip in our part of
the world. : !

Yours véry sincerely
lvar Rooth

C. F. Cobbold, Es=q.,
Governor of the Bank of England
London -
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My dear Ivar,

Many thanks for your letter of July 8th. X
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.Wigkander
but I will, as you suggest, get into touch with them an&I;ee 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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Speech by v i
C.F.COBBOLD, ESQ., k
GOVERNOR OF THE BANK OF ENGLAND,

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 occasion 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 ‘'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 beginnjing 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
industries,

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
importent 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 progress, 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 system, I
would Jjust say this. The Bankers and Merchants for whom I am
responding to-night firmly believe that a freer system of
international payments, with currencies more freely exchangeable
through the world, offers the best prospect for our trading and
industrial future,

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 isolation.
Above all they appreciate that, whatever may be the pattern for the
machinery of international payments, 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 Kingdom, Unless we can
produce, and sell overseas on a competitive basis, enough goods and
services to earn what we need from abroad, there is no exchange
system nor any technical arrangement which will maintain our living
standards.

The City was glad to learn of the arrangements for a
Commonwealth Economic Conference. Here, where there are so many
long-standing and day-to-day business links with every part of the
Commonwealth, no emphasis is needed on the importance of Jjoint study
and co-operation with 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 infiluence on the strength of sterling. But let us
remember that the first responsibility is ours in this country.
Sterling is our currency. It is on our success in making ends meet
and paying our way that the future of the pound will depend,

I referred earlier, My Lord Mayor, to the changes in
monetary policy which have taken place in the past year. These
changes, together with the restoration in December of a degree of
freedom to the foreign exchange market and the reopening of some
commodity markets, have called into use machinery that was a little
rusty. They have given the City a chance of furbishing up the
dealing techniques for which it has long been famed; they have
helped to show that these techniques have not been forgotten, and
that London has not lost its preeminence in financial skill and
knowledge. Every day there is evidence of new ideas and enterprise,
whether it is in forging new links for developing business with the
Commonwealth, in tackling the complex problems of raising finance
for industrial development, or in other fields at home and abroad.
Difficulties are great and disappointments many, but much is being
achieved and it is our hope that conditions will so develop as to
give scope for ever greater achievement.
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