Contents

Opinion
People

Banknotes

News Analysis

Why central banks
need financial
strength

The looming crisis
in international
payments

The Duisenberg
years

How will Trichet
speak?

Vi

Mervyn King's "nice" debut

Central bankers in the news and on the move

A round-up of news and salient issues that have
affected central bankers in the last three months.

Central Banking staff examine four topical
developments: the Iragi currency conversion, the
governance revolution at the central bank in New
Zealand, governors' pay, and Europe's windfall
profits from its former currencies.

Central bank balance sheets do not lend themselves
to easy comparison. But adequate financial strength
is crucial to a central bank's ability to execute policy
credibly, maintain independence and fulfil its
mandate, argues Peter Stella of the World Bank.

The build-up of net US external liabilities threatens
the international monetary system, contends Robert
Aliber. But how, when and where will adjustment
occur? Dollar holders beware.

Under Duisenberg, the ECB's record on inflation has
been impressive. However its success is
overshadowed by a dogged defence of a monetary
framework inconsistent with policy, concludes
Charles Wyplosz.

Coping with national budget deficits and rotational
voting will provide early tests of the new ECB
president's communication skills. Will Trichet's
suave manner survive the Frankfurt spotlight?
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Reinventi NQg €eUrO0- Monetary union has led to an identity crisis for 41
Europe's national central banks. But delivering price

area central banks and financial stability is more than simply setting

interest rates, says Max Watson. NCBs should build

on their specialist knowledge and market contacts.

Can central banks what are a central bank's "core tasks" and how can 47
. - n performance be measured? Neil Courtis finds out

be effICIent : how leading experts and practitioners approach the

challenges of improving management of central

banks.

Interview: Inflation targetting is in vogue, but does it have all 51
the answers? Lars Svensson discusses the success of

Lars Svensson this fashionable regime to date and how it might be

improved in the future.

Repo rts from Central Banking's correspondents report from some 60
Dubai of the engaging events and workshops — which

didn't necessarily grab all the headlines — at this

year's meeting of the IMF and World Bank.

What next for the The composition of the G20 makes it the ideal forum 74
G207 to tackle key issues of international finance, suggests
) Marc Uzan. In this article he looks at how it can
make a meaningful contribution to international
monetary stability.

Investment Etienne Lavigne, head of the middle office at the 77
pOthOl io techiques National Bank of Belgium, shows how a central

bank can incorporate portfolio techniques into its
at a Central bank reserve management framework to take on new
risks and improve performance.

Booknotes Martin Paldam reviews Peter Bernholz's 87
comprehensive history of the consequences and
causes of hyperinflation.

On the record Central Banking reproduces the text of Mervyn King's 90
first speech as governor of the Bank of England.
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