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My col | eagues and | | ook forward to our yearly
appear ance before your conmttee because it gives us an
opportunity to present an account of how the Bank has worked to
fulfil its objectives over the past year. It is also an
opportunity for a discussion with you on a range of econom ¢ and
nmonetary i ssues.

| can report that the Bank has taken further steps to
i nprove its communication with Canadi ans and to be accountabl e
for its actions. W have increased our contacts with
i ndi vidual s, a range of business and other groups and provinci al
governnments. The nost inportant initiative we have taken is to
establish new regional offices in Calgary and Halifax and to
expand our operations in Mntreal, Toronto and Vancouver. These
regional offices wll multiply our contacts with Canadi ans across
the country and help us gather information froma w de range of
sour ces.

Recently, we have taken another step to ensure that we
benefit from expertise outside the Bank on nonetary policy. W
have created the position of Special Adviser to bring outside
experts into the Bank for one-year terns. Over tine, this wll
al so provide a nunber of university and private sector econom sts
with first-hand know edge of the Bank and its role. Professor
David Laidler of the University of Western Ontari o has been
chosen to fill the visiting econom st’s position for a one-year
termstarting in August.

When | spoke to you a year ago, prospects for gl obal
econom c growh were very promsing. Wrld economc activity was
strong, with low inflation and stable or declining interest
rates. |In Canada too, output and enpl oynent growth had picked
up, helped by our lowinterest rates and dramatically inproved



fiscal situation. As it turned out, the Canadi an econony
performed very well in 1997, with growth of over four per cent
t hrough the year and a strong increase in enploynent.

Today, the outl ook for both the world and the Canadi an
econony is still positive, though the problens in Asia have |ed
to a scaling back of earlier projections for world econom c
gr owt h.

The effects on the Canadi an econony of the problens in
Asia are likely to come mainly via our other major trading
partners and through the prices of sonme of our exports,
especially primary commodities. These effects will no doubt have
a danpening influence on economc activity in Canada this year.
That is particularly true of British Colunbia, which has a heavy
reliance on the primary commodity sector and on exports to Asia.

But there are other factors working in the opposite
direction. Wth the exception of Japan, the econom c performance
of our mpjor trading partners, particularly the United States,
has been sonmewhat stronger than anticipated. And here in Canada,
we have a much sounder econom c foundation than in the past,
thanks to our low inflation, inproved fiscal health, and the
progress that has been made in private sector restructuring.

This puts us in a better position to wi thstand shocks such as
t hose emanating from Asi a.

Except for sone tenporary influences, inflation has
remai ned within our target range of 1 to 3 per cent over the past
year. By pursuing a nonetary policy designed to keep inflation
| ow, the Bank of Canada is contributing to making the economc
expansi on in Canada as |long-lasting as possible, while also
provi ding a buffer against outside shocks. The | onger econom c
gromh is sustained, the nore benefits we will see in terns of
i nproved i ncones and enpl oynent.

In line with our conmtment to keep inflation |ow,
together with the federal governnent, we announced in February
that we woul d extend our current target range to the end of 2001.
This extension will allow our econony nore tinme to denonstrate
its ability to performwell under conditions of low inflation
before we define longer-termtargets for price stability.

On bal ance, the Canadi an econom c outl ook remains
positive. The IM- recently projected econom c growth of
3.2 per cent in Canada this year, which will put us at the top of
the list of G7 industrialized nations in this respect. This is



generally in line with our own projections. W expect continued
gains in inconmes and enpl oynent through this year and next. Just
how | arge those gains will be on an ongoing basis over the
mediumtermw || depend on how successful the private sector
restructuring | nentioned earlier will be in putting the Canadi an
econony on a track of rising productivity.



