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00000000 Agulf opened up between Europe’ stwo
largest central banks yesterday after the Bank of England responded
to the global credit squeeze by cutting interest rates while the
European Central Bank indicated another increase was still on the
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Bank of England cut its main interest rate by a quarter of a percentage
point to 5.5 per cent, reflecting its concern that the medium-term
economic outlook had darkened in recent weeks. 1 U O 00 O O [
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[ 2%0 O O O In a statement, it blamed deteriorating conditions in
financial markets and “ a tightening in the supply of credit to
households and businesses” that threatened to depress growth and
allow inflation to fall too far below the Bank’ s 2 per cent target. [J
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[1 O Although the Bank was still worried about rising inflation over
the next few months, it judged the risks to the wider economy
justified the easing of monetary policy. 0 D O OO0 OO0 OO0 OO
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matched that of economists from the Organisation for Economic
Co- operation and Development, who argued yesterday “ the UK
could be more vulnerable than most countries to the impact from
financial turmoil and because of evidence that the housing market is
turning sharplydown” .0 00 O00OO0O0O0OO0OO0OOOMO
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responded immediately to the Bank™ s move, with the majority of
61 economists polled by Reuters predicting that rates would fall to 5
percentbynextsummer. 1 0 OO O0O0O0O0O-00000
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[0 O 0O O O Jean-Claude Trichet, ECB president, said the impact on
the real economy of the global credit squeeze remained unclear. [
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[ O 0O O 4%0 He insisted the ECB had not jettisoned completely
plans to raise interest rates from the current 4 per cent level, arguing
that after a meeting of the ECB’ s governing council that“ some”
members had favoured suchamove. 100Test 0 O O 0O O O 0O O O
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