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BoE'sBlanchflowersees-sharp-UK
recession-thisyear

*BoE'sBlanchflower:-surveyssoint+to-sharp2009-+ecession
*Blanchflower:-monetary-policy-heeds-+to-be4oosened-quickly
*Blanchflower:-'bullish"-en-sterling
*Blanchflower:-BoE-now-haspower-to-"print-money"{Wraps-in-comments-on
sterling,-unemployment,-adds-byline)

By-David-Milliken

NOTTINGHAM,England,~Jan29{Reuters)—-Britain's+ecession-is-setto-deepen-this
year-and-monetary-policy-heedsto-bedoosenedfast,Bank-of -England-policymaker
David-Blanchflower-said-en-Thursday.

The-BoEshouldkeep-all-options-onthe-+table-how-that-4it-had-beengrantedthe
power-effectivelyto-print-money-to-boostthe-economy,even-ifit-wastoo-earlyto
speculate-if-orwhen4t-would-doso,Blanchflowersaid.

"With-Bank-Rate-at-a-historiclow-of1.5-percent,-we-must-considerthe-options
availableto-monetary-policymakers-in-case-we-approach-thezero-bound-+inthe-near
future,"-he-toldstudents-atthe-University-of Nottingham's-Globalisation-and
Economic-Policy-Centre.

Blanchflower-4isthe-most-dovish-member-ofthe-BoE's+ate-setting-monetary
policy<committee,-and-was-the-only-ene-to<allfor-a{ullpercentage-point-cut-in
rates-at4ast-month's-meeting,instead-of £he-halfpercentage-point-move.

"I-believe-monetaryjolicy-needs-to-bedoosenedfurther-and-quickly,”-he-said-in-his
lecture.

"Forward-lookingsurveys-suggest-theseverity-ofthe+ecession-willsharpen-n
2009.-..There-is-now-a-plausible-possibility+thatthecurrent-UK+recession-may-be
even-more-severe-than-the+ecession4inthe-early1980s."

Thednternational-MonetaryFundforecast-on-Wednesday-that-Britain-would-be-the
worst-performing-major-economy-thisvyear,<€ontracting-by-2.8-percent.

The-BoE-has-already<ut4interest+ates+to-a-historiclow-of 4.5-percent-and-is-widely
expected-to<cut-againtodpercent-next-week-+to-tacklesliding-output.
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The-one-bright-spot,Blanchflowersaid,-was-thatthe+apidfallinBritish
employment-might-mean-that-mostjobdosses-were-done-atthe-start-ofthe
downturn,<€learingthe-way{or-a-speedier+ecovery.

Earlier-on-Thursday-Britishfinance-minister-Alistair-Darling-gave-the-BoE-the
go-ahead-to-buy-upSfinancial-assets+topump-cash-onto-banks'-balancesheets<for
them-+to4end-on.-The-BoEsaid-it-would-consultbanks-before-going-ahead.

"Forthefirsttime-4inyourdifetimethe-Bank-ofEngland-..-hasthepowerto-print
money,-to+aise-the-moneysupply,”Blanchflowertoldstudents.

"I'm-not-goingtospeculate-about-whether-we're-going-to-do-t,-when-we'regoing
to-do-t.-Hopefullyif-and-when-we-do-t-it-will-bevery-effective," Blanchflower-said.

Blanchflower-said-akey+eason-policymakers-were-considering-unconventional
policy-measures-was-that-the-transmission-ef-monetary-policy-had-become
impaired-and-many-money-markets-that-had-beenkey-sources-of funding-were
effectively-€losed.

"When-money-markets-are-dysfunctional,-assetpurchases-by-acentral-bank-can
helpto+reducediquiditypremia-and+estore-activity-anddending,"-hesaid.-'Money
supplygrowth-has<allen-andyou-need-to-get-marketsback-+to-normal.”

STERLING-'UNDERVALUED"

One-major<asualty-ef Britain's-sharp-economic-downturn-has-been-sterling,-which
has-slid-againstthe-euro-andthe-dollardosing-afifth-ofitsvalueversusthe-U.S.
currency4n-the4astthree-months-of 2008-alone.

Thisfall-hasprompted-complaintsfrom+rance-and-Germany,whichfear{forthe
competitiveness-of their-exports,-andfrom-some-Britons-worried-about-a+un-on
thepound-as-inthe+ecession-of £theearly-1990s.

But-Blanchflowerwas-positive-aboutthe-outlookfor-sterling,-when-asked-about
this-in-a-guestion-and-answersession-after-his-talk.

"I'm-bullish-onthepound.4-actually-saidthe-other-day4-was-bullish-onthe-pound.4t's
undervalued.”

Nonetheless,sterling'ssteep-drop-overthe-pastyear<ould€ause-some-degree-of
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imported-nflation,£hough-theslowdown+in-world-demand-was-having-a-'clear
disinflationary-effect,"-he-said.

However-many<{oreignfirms-may-chooseto-squeeze-theirprofit-margins-instead
andthe-+iskto4nflationwasfirmly-onthe-downside,-he-added.{Editing-by~James
Dalgleish)
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