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The Bank of Japan continues to confound those who call
for further loosening of monetary policy. Is the Bank of
Japan failing to listen? Or do those who think they have
the answer to Japan’s woes not fully understand its
predicament?

Salient events and issues that have affected central
bankers over the past three months.

The average life expectancy of central bank governors is
around six and a half years and staff numbers at central
banks are falling, according to the results of the latest
Morgan Stanley Central Bank Directory 2002 .

Introduction

In recognition of dramatic recent events we dedicate much of
this issue to analysis of the implications of the attack on the
World Trade Center and the war against terrorism.

Initial impact: Central Banking takes a factual look back
at the immediate effects of the attack on the World Trade
Center. How did markets react and what was the early
response of the leading central banks?

Implications: What are the longer term implications of
the terrorist campaign for economic development,
monetary and fiscal policy and central bank operations?
To safeguard the financial system central banks may have
to think the unthinkable.

Regulators: How easily can the financial system absorb
the destruction meted out on lower Manhattan? What
will be the likely impact of the world’s biggest insurance
losses? What must be done to ease these pressures?
These are just some of the questions that market
regulators will now be tackling.

Terrorist funds: The financial landscape will be one of
the battlefields of the new war on terrorism. Central
Banking identifies who will be asked to fight, the tactics
they might use and the difficulties they are likely to face.

Robert Pringle talks to the former first deputy managing
director of the International Monetary Fund about the
impact of the 11 September attacks and global
macroeconomic policy.
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Euro Issues Chaos or success? 41
William Clarke, chairman of Central Banking Publications,
considers the challenges that confront the imminent
introduction of euro notes and coins.

In or out? 47
While the potential benefits of UK entry are widely

discussed, the risks of rejecting euro memberhsip are less

well known. Here City economist Graham Bishop

considers the threat to the City of London.

CLS Bank A new scheme, planned to go live next year, is likely to 52
have a major impact on foreign exchange markets. Peter
Allsopp, former Head of Payment Systems at the Bank of
England, explains how continuous linked settlement will
work and the approach of central banks to the scheme.

Australia and New 1n the last article of a four-part series, Michael Kin: 58
p g
outlines the events that led to central bank independence
Zealand in the Antipodes. Despite their apparent similarities

Australia and New Zealand implemented very different
institutional arrangements. Why?

Accountability The trade-off 69

Central banks and governments have had to choose where
along the spectrum between accountability and
independence to be positioned. Rosa Lastra describes the
choices involved and explains the place of transparency.

Financial reporting rules 76
The adoption of international accounting standards is an

important component of central bank transparency. But

the standards are generally not conceived with central

banks in mind. Joshua Kurtzig explains how central

banks should deal with the treatment of foreign exchange

gains and losses and the valuation of government assets

under the International Accounting Standards.

Monetary pOIicy Europe’s quest for monetary stability has taken stops at 82
t t the ports of money targetting, exchange rate targetting
stra egy and, most recently, inflation targetting. Aerdt Houben

considers the lessons that have been learned.

Clty state William Clarke reviews a new book, by economic 91
historians David Kynaston and Richard Roberts, tracing
the development of the City of London and its place in
society.
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