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Let me tell you fi rst how delighted I am to 
attend this symposium, to meet here so many 
old friends, and particularly the so many of 

you who, thanks to their perspicacity, vision and 
courage have been able to play a decisive role in 
containing the crisis and avoiding that it turns to 
be a kind of ultimate catastrophe. But I am not here 
for compliments but to make sure that we could in 
less than two hours discuss the lessons of the crisis 
as far as the role of central banks is concerned with 
this extraordinary fl oor Banque de France has been 
able to assemble here today.

The lessons of the crisis and the role of central banks: 
we all had many occasions to think about it, to write 
about it, and to debate a lot and of course, there are 
plenty of things to say about it. But as time is short, I 
would suggest that we keep focusing on three issues 
particularly relevant for the next few years, taking 
into account what, de facto, you have been led to do to 
face a world in crisis in which monetary and fi nancial 
developments are so intimately interconnected:

• How can central banks integrate fi nancial stability 
in their specifi c agendas?

• Would such broadening of the central banks agenda 
be compatible with their duties of independence and 
effi ciency?

• What role for the central banks in the management 
of global liquidity?

Let me add just a few words about each of them.

How to integrate fi nancial stability in our specifi c 
agendas? The question has gained relevance all along, 
at least, the last two decades. The need is now well 
recognised but how best to do it, and how advanced 
are we in that agenda?

Michel CAMDESSUS
Managing Director

International Monetary Fund (1987-2000)

But immediately, the second question emerges: is 
this broadening of the central banks responsibilities 
compatible with their duties of independence and 
effi ciency? There are questions about it. I am somewhat 
concerned to hear the same people being emphatic in 
praising what the central banks did in response to the 
crisis reacting boldly and effectively, in constructive 
cooperation with the Treasuries, and now raising 
questions about the impact of these new modalities of 
interventions on the independence of our institutions… 
Is not that threatening the independence? This debate 
should be faced, I think, and clarifi ed.

Last, we have a question, whose importance has been 
revealed or magnifi ed by the crisis: what role for 
central banks in the management of global liquidity?

As many of you already know, I have been recently 
involved in a somewhat peculiar initiative, the 
“Palais-Royal Initiative” (PRI), in which a few of you 
here, together with great veterans such as Paul Volcker, 
Horst Koehler, Andrew Crockett, Hamad Al Sayari, 
Venugopal Reddy, Guillermo Ortiz, and others, 
we have tried –with no mandate whatever from 
whatever authority– to refl ect on the feasibility of 
an international monetary reform and how (the report 
is now on the website of the Banque de France).1 We 
have touched many issues including the reform of the 
International Monetary Fund (IMF) and of the G20, 
but the question of management of global liquidity 
has appeared to us of a crucial importance.

• We observed in particular that in the run up to 
the crisis, an unsustainable global expansion was 
facilitated by rapid growth in global credit. The 
result was a commodity price boom and what was 
subsequently recognised as a global asset price boom. 
Then the crisis struck, and liquidity in fi nancial markets 
all but evaporated, leaving fi nancial intermediaries 
and central banks around the globe scrambling for 

1 http://bdfl u-ws01.heb.fr.colt.net/smi/gb/telechar/news/Rapport_Camdessus-integral.pdf
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hard currency fi nancing. From peak to trough, gross 
capital infl ows worldwide fell from nearly 20 percent 
of global GDP to less than two percent. Now they 
appear to be heading back to, or exceeding, their 
pre-crisis level, and the risk remains of a return to 
“business as usual”. Such extreme fl uctuations have 
critical effects on the functioning of the global 
economic and fi nancial system and macrofi nancial 
stability at the country level. Yet the phenomenon is 
poorly understood. I don’t want to bother you with our 
analysis, but I would like to submit to your attention 
four suggestions we made.

• Shouldn’t the IMF and the BIS work together towards 
a shared analytical approach for a better measurement 
and surveillance of global liquidity? These are necessary 
in order to make possible international surveillance of 
this important determinant of the stability of the system. 
Given the many dimensions of liquidity, a set of indicators 
will probably need to be developed, underpinned 
by adequate statistical tools. The adequacy of these 
indicators will need to be reviewed on a regular basis 
to take into account the effects of fi nancial innovation. 

• Shouldn’t the central banks and the authorities in 
charge of macroprudential policies of systemically 
relevant economies conduct their policies taking 
into account the need for broadly appropriate global 
liquidity conditions? Shouldn’t the IMF, the Bank of 
International Settlements (BIS) and the Financial 
Stability Board (FSB) regularly monitor developments 

in global liquidity with a view toward formulating 
recommendations for all systemically relevant 
countries regarding the conduct of their policies 
(including monetary and exchange rate policies, as 
well as fi nancial regulatory and supervisory policies) 
with a potential impact on global liquidity?

• Shouldn’t the use of capital controls, subject to 
IMF surveillance under an amended Article VI, be 
warranted as an option to prevent disorderly exchange 
rate movements or fi nancial instability? Shouldn’t the 
IMF establish a more complete analytic framework on 
capital fl ows, both in capital exporting and importing 
countries, in light of the experience gained over the 
last two decades that have been characterised by large 
and volatile capital fl ows?

• And last, shouldn’t IMF work with relevant 
governments, central banks, and regional pools to 
put in place, with appropriate safeguards, permanent 
crisis fi nancing mechanisms akin to a global lender 
of last resort?

Well for addressing these key questions, I have 
with me fi ve super eminent experts and colleagues, 
the list starting appropriately by Charles Goodhart. 
After him, I have been suggested to depart 
from the alphabetic order and to give the floor 
to Professor Athanasios Orphanides and then to 
Governor José de Gregorio, Professor Olivier Jeanne, 
and Governor Jean-Pierre Landau.
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