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CPI inflation rose from 2.1% in December 2007, to a peak of 5.2% in September. Tomorrow, the
Office for National Statistics (ONS) will publish data showing that CPI inflation has subsequently
fallen back to 4.1% in November. That however, is more than one percentage point above the
target. As aresult, I am writing a further open letter to you on behalf of the Monetary Policy
Committee (MPC). As requested by the National Statistician, in order to avoid conflict with the
release of the official CPI statistic, the Bank of England will publish this open letter at 10:30am
tomorrow.

Our remit specifies that an open letter should explain why inflation has moved away from the
target, the period within which we expect inflation to return to the target, the policy action that the
Committee is taking to deal with it, and how this approach meets the Government’s monetary
policy objectives. Since September, the medium-term outlook for inflation has shifted
substantially. That reflects a marked shift in the prospects for economic activity and a reversal of
many of the factors that had driven inflation higher throughout much of 2008. The change in the
economic outlook has led the MPC to make large reductions in Bank Rate in the past three months.

Why has inflation moved away from the target?

In the long run, inflation is determined by monetary policy. But, in the short run, other factors both
at home and abroad can have temporary implications for inflation. I described in my previous






