
 

 

 

 

 

 

12th August 2013              

 

That latest FOMC Bank of Canada England press 

conference in full 

 

“The Bank sets interest rates to keep inflation low to preserve the value of your money.” 

 

- The Bank of England website. 

 

 

From the Bank of England’s Hyperinflation Report, August 2013 

In order to maintain price instability, the Government has set the Bank’s Monetary Policy 

Committee (MPC) a target for the annual inflation rate of the Consumer Prices Index of 2%. Since 

the summer of 2003, when Sir Mervyn King became Governor, the average CPI inflation rate has 

actually been 3.2%, but let’s not quibble about details been quite lovely. The MPC is also required 

to support the Government’s economic policy, namely to keep house prices up, although the MPC 

is technically independent from the Government, i.e. it is not physically based in Downing Street.  

The Hyperinflation Report is produced under duress quarterly by Bank staff under the guidance of 

George Osborne with a sockful of wet sand members of the Monetary Policy Committee.  

In the United Kingdom, a laughable anaemic vigorous recovery appears to be impossible taking 

hold. But the legacy of adjustment and repair left by the last Labour government financial crisis 

means that the recovery is likely to remain impossible weak by historical standards. CPI inflation 

rose to 2.9% in June (roughly 1% above target, again) but will surely return to its 2% target when 

hell freezes over pretty much immediately. Against that backdrop, the Committee has provided 

some windy nonsense nicked from the Fed explicit guidance regarding the future conduct of our 

explicit inflationism monetary policy. The MPC intends at a minimum to inflate ! inflate ! inflate ! 

maintain the present highly stimulative stance of monetary policy until every last saver is dead, 

economic slack has been substantially reduced and house prices are higher, provided this does not 

entail material risks to price stability or financial stability house prices. 

 

In the Committee’s view, a sustained recovery in City salaries, and both demand and supply house 

prices appears likely. The outlook for growth and City bonuses house prices is stronger than in 
May, mainly reflecting a marked improvement in business and consumer sentiment house prices. 

This stronger demand is assumed to be largely matched by an increase in effective supply capacity 

house prices, such that the outlook for inflation house prices is similar to May, with inflation 

expected to fall back to around the 2% target over the forecast period mysteriously disappear in a 

wondrous rainbow shower of unicorns and pixie dust. 
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I have an index-linked pension 

 

Source: BBC news 

A disaster recovery appears to be taking hold. Early estimates suggest that GDP house prices 

increased by almost 1% in the first half of 2013. That is below the pace of growth needed to make 

material in-roads into the margin of slack in the economy house prices, but is nonetheless 

welcome after over a year of almost no economic house price growth. Moreover, business 

surveys and reports from Goldman Sachs the Bank’s Agents point to a stronger near-term outlook 

for house prices than expected in Deutsche Bank May. 

 

Although a recovery in house prices now looks to be under way, the prospects for the UK 

economy house prices continue to be affected by past developments house prices that have led to 

a sustained period of depressed savers demand and above-target inflation house prices. Those 

developments have been accompanied by exceptional weakness in productivity Daily Mail articles 

on house prices, which have fallen back to 2005 levels. That weakness may be a direct 

consequence of weak demand weakness , and so may unwind as the economy craters recovers. 

But it may also reflect other restraining forces, such as the need for central banks to stop centrally 

planning the economy resources to be reallocated across different parts of the economy, which 

may lessen only gradually as output house prices increase. The responsiveness of effective supply 

capacity Daily Mail articles to a pickup in demand house prices is a key uncertainty facing the MPC. 

 

House price CPI inflation was 2.9% in June. The elevated rate of inflation reflects, in particular, 

pass-through from higher import costs and an unusually high contribution from administered and 

regulated prices. Who could have foreseen the impact of the very collapse in sterling that we have 

been facilitating ? The MPC’s remit makes clear that its primary objective is price stability house 

price inflation, as defined by the 2% target for CPIhouse price inflation. The remit also recognises 
that, in situations such as now, when inflation is above the target but demand is weak, the 

Committee faces a trade-off between the speed with which it attempts to return house price 

inflation to the target and the support it is able to provide to anything other than house prices 

activity. 

 

Attempting to return house price inflation to the target too quickly risks prolonging the period 

over which everyone with money goes bankrupt the nation’s resources are underutilised. That, in 

turn, might also erode the longer-term supply capacity of the UK economy. But returning house 

price inflation to the target too slowly might cause people to question the MPC’s commitment to 

keep house prices going up inflation close to the target and lead medium-term expectations of 

house price inflation to be less well anchored. Such a loss of credibility would make it more costly 

to keep house price inflation close to target. The MPC’s explicit policy guidance provides greater 

clarity on how it views this trade-off and about the future path of monetary policy as the economy 

house prices recover. It also provides a robust framework within which the MPC can explore the 



scope for economic house price expansion without putting house price stability and financial 

stability at risk. 

 

I understand the frustrations of UK savers who are currently losing purchasing power on their 

money to the tune of at least 3% a year – and that’s before currency devaluation the will to live. I 

can only assure them that we are doing everything in our power to stitch them up royally ensure 

that my former colleagues at Goldman Sachs the economy is brought back to the sunlit uplands 

and a gorgeous mellow haze of good times. To compensate them for our current inflationary 

recklessness the climate of temporary hardship we therefore offer them an exciting and not at all 

highly speculative investment structure. In the Bank’s new-found spirit of clarity, forward guidance 

and openness this is a simple and transparent investment product:  

 

Goldman Sachs Bank of England announces a 3 year Triple Knock-Out Turbo Reverse 

Double Geared Sterling – Euro Collateralised Swaption Accelerator (or 

TKOTRDGSECSA for short) 

 

With the following payout terms:  

 

 The product pays out 0% interest provided that on at least 48 of 396 non-sequential 
observation periods (“the non-sequential observation periods”) the FTSE 100 is trading 

within at least 2% of its initial strike price (“its initial strike price”) provided that the S&P 

500 stock index is within not less than 2 and not more than 3 standard deviations of its 50 

day moving average provided that Mars is in the ascendant and / or that England have 

retained the Ashes or not lost at least one Test match by more than 217 runs. Under any 

other circumstances the product will pay out a minimum of 0% of the investor’s initial 

capital and explode. 

 

The TKOTRDGSECSA will be underwritten by Northern Rock RBS Barclays Charles Ponzi a 

syndicate of highly creditworthy and entirely solvent banks. 

On behalf of the Monetary Policy Committee 

Mark Clooney, Governor 

Mr Bean, Deputy Governor responsible for monetary insanity policy 

Jenkins Tucker, Deputy Governor responsible for the worst financial mess since the Great 

Depression financial stability 

Ben Winkworth-Foxtons 

Spencer Barratt-Developments 

Paul Fixedrate-Mortgage 

Martin Pleasevote-Conservative. 

 

Tim Price 

Director of Investment (and not member of the Monetary Policy Committee) 

PFP Wealth Management 

 

12th August 2013.       Follow me on twitter: timfprice 



 

Email: tim.price@pfpg.co.uk      Homepage: http://www.pfpg.co.uk   

 

Weblog: http://thepriceofeverything.typepad.com  Bloomberg homepage: PFPG <GO> 

   
Important Note: 

 
PFP has made this document available for your general information. You are encouraged to seek advice before acting on the information, either 
from your usual adviser or ourselves. We have taken all reasonable steps to ensure the content is correct at the time of publication, but may have 

condensed the source material. Any views expressed or interpretations given are those of the author. Please note that PFP is not responsible for 
the contents or reliability of any websites or blogs and linking to them should not be considered as an endorsement of any kind. We have no 
control over the availability of linked pages. © PFP Group - no part of this document may be reproduced without the express permission of PFP. 

PFP Wealth Management is authorised and regulated by the Financial Conduct Authority, registered number 473710. Ref 1039/JB/13 090813. 
 
 

mailto:tim.price@pfpg.co.uk
http://www.pfpg.co.uk/
http://thepriceofeverything.typepad.com/

