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1 The oversight of financial system infrastructure significantly important to the
United Kingdom. Payment system is one of the most important. Also the Bank is in
charge for the development of the financial infrastructure in order to reduce systemic
risks.

1 The overview of the whole financial system. Since the Bank is quite involved in
the markets and payment systems, it may be the first to detect possible problems in the
functioning of the system.

1 During exceptional times the bank might have to ofgeb&yond its published
framework for the money market. It has the ability to do so, if needed, in order to

prevent the financial system from destabil]
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The transmission mechanism of monetary policy

MMarket rates [
Domestic demand
H Domestic

/ Asset prices | — Total demand —m= inflationary

pressure \

¢ = [Net external demand /
\ Expectations/ | |
\ confidence

Y

Official
rate

\

prices
Exchange rate - f

Mote: For sizaplicity, this fizere doss not skow all imeractions batwean vanablas, but thess ca=z be mportaz:.

t Import

Source Bankof England
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price stability. stability.
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Federal Funds Rate Reductions from 2007
Sep 18 07: A 1/2 point cut to 4.75%.

Oct 31 07: A 1/4 point cut to 4.5%.

Dec 11 07: A 1/4 point cut to 4.25%.

Jan 22 08: A 3/4 point cut to 3.5%.

Jan 30 08: A 1/2 point cut to 3%.

Mar 18 08: A 3/4 point cut to 2.25%.

Apr 30 08: A 1/4 point cut to 2%.

Oct 8 08: A 1/2 point cut to 1.5%.

Oct 29 08: A 1/2 point cut to 1%.

Dec 17 08: Final rate reduction. Policy Rate
between 0 and 0.25%.
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Unemployment Rate in the United States (USAURAMS)
Source: .S, Department of Labor: Bureau of Labor Statistics
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