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This regular appearance before your Committee, 

following the release of the Bank of Canada's Annual Report, 
gives my colleagues and me an opportunity to present an account 
of our stewardship. As in previous years, I will focus 
particularly on monetary policy, but I will also say a few words 
about our other activities. 

As you know, our monetary policy objective is to hold 
inflation in Canada within a target range of 1 to 3 per cent. 
Once again this past year, we met that objective. Looking 
through movements in the volatile elements of the Consumer Price 
Index, the trend of inflation remained in the bottom half of our 
range. 

I know there are those who believe that the Bank should 
set aside this focus on keeping inflation low and somehow 
redirect its actions to economic growth and employment. In fact, 
our inflation-control targets provide the best assurance that 
monetary policy will contribute to long-run growth and will also 
act as an important economic stabilizer over shorter periods to 
help guide the economy to a path of full capacity use and high 
employment. 

Let me explain what I mean. A monetary policy that 
delivers low inflation provides more certainty about price 
movements and, therefore, a better climate for decision-making by 
businesses and households. A low inflation environment also 
avoids inflationary booms and busts, eliminates the distortions 
caused by the interaction of inflation and the tax system and 
prevents the misallocation of resources as people seek to profit 
or protect themselves from inflation. All these benefits 
contribute to a more efficient, productive and growing economy 
over the long term. 
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The prospects are good for reducing much of the present 
slack in our economy over the course of 1997 and 1998 and for a 
substantial improvement in the employment situation. 

I would also like to draw your attention to the 
discussion in the Annual Report of our other activities. Major 
changes have been taking place in all areas of the Bank of 
Canada. We have found more efficient ways of carrying out our 
business, including new partnerships with the private sector. 
When all the changes are fully in place next year, they are 
expected to result in savings amounting to 20% of operating 
expenses. 

Finally, let me point out changes taking place in the 
Bank of Canada's presence across Canada. We are establishing two 
new representative offices and upgrading existing ones to improve 
communications between the Bank and Canadians in every part of 
the country. 


