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i) Introduction

(

e Draw evidence on the level of transparency and communication

Objective | grategies of the central banks.

S;MJBME Y7 e Summarize the results of a Survey on Monetary policy
Communication conducted among central banks in Central Eastern and

§\ South-Eastern Europe

Time frame » The Survey was conducted in July - September 2015 and answers on

the survey questions were received from 15 central banks from the
I region and EU.

e The Survey on Monetary Policy Communication was based on the
Asian Central banks Survey for Transparency and Communication in
Monetary Policy from 2007 (Filardo and Guinigundo, 2008).

Structure




“I guess I should warn you, if I turn “...communication helps to

out to be particularly clear, you've increase the near-term
probably misunderstood what I said” predictability of the central bank
— Alan Greenspan (1988) decision, which reduce risk and

volatility in financial markets and
allows for smoother adjustment of
the economy to rate changes...” —

... The switch to flexible exchange rate in the 90s, the introduction of inflation targeting in the early
2000s and the global financial crisis 2007-2009 were the main drivers of the change in the way how the
central banks communicate...
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Ny Survey structure

The questions are divided in following sections:

' General

communication

Economic -
U outlook and questions
Policy forward * 39-44 question
decision guidance
@, - .. e 10-25 * 26-38 question

Objective question

and

strategies

1-9

question

The data are presented as % of the total number of responded central banks (14 central banks). The
answers from the ECB are not included in the calculation, but are analyzed separately as a kind of
benchmark.

The answer option “"Other” in the certain questions, include answers of the central banks on this option,
and also the central banks that didn’t answered on this question.



Economic and geography aspects of the
~surveyed central banks

By economic point of view... By geographical point of view...
Potential
Advanced EU

ec candidates

... The central banks that participate in this Survey are almost equally divided between those with Pegged
(hard and soft) and Floating exchange regime...
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SURVEY RESULTS




...most of the central banks are conducting inflation targeting

45 7 ‘
40 - el =
35 - gg I
30 | monetary policy regime 60 - primary objective of monetary
policy
25 4 50 -
20 - 40 -
15 ~ 30 -
10 - A
0 n T
0 - Price stability Financial stability
Exchange rate targeting Inflation targeting Other
®  European central bank
° ECB-price stability definition with a policy aim for the medium term
60 -
Who defines the primary objective is publicly disclosed as:
primary objective 50 - .
40 -
Other*
29% 30 4
Government 20
and central
bank jointly 10 -
21%
O B T

®  European central bank As numerical target As non-numerical objective



60 -

35 intermediate objective is publicly
disclosed as:

o

50 A 30 -
40 intermediate objective of monetary policy 25 A

20 +
30 1 15 y

10 -
20 - | —
10 _ 0 T T T 1

— Yes, numerical Yes, mix of Yes, non- Other

0 _j target numerical targets numerical

. ' : ' - and non- objective
Inflation rate Inflation Exchange rate  No explicit numerical
forecast intermediate objectives
©® European central bank target O B il balens
. Financial '
» Except the monetary objectives, the central stability BiH 2007 Kggg‘éo

banks have other objectives which are
subordinated to the primary one.

Croatia
> Around 71% of the surveyed central banks always
define financial stability as one of the '
obj_ectives of the central banks monetary — | FIONTENEST0
policy. 1997 2010

> The central banks define financial

stability ad one of their objectives ; | Romania Macedonia Lithuania
Pt ty )] Serbia 2003 i T T

-



11. Monetary policy decisions

> One of the biggest challenges of the central banks is to decide which information to share with

the public.
» Almost all the central banks answered that they publicly announce their monetary policy
decisions.
70 - () 607
60 o 50 4 When are decisions about policy settings
50 4 Are decisions about CB first publicly announced?
settings publicly 40
40 - announced?
CUREEN 57.1
30 -
20 A
3 E
10 -
10 4
2 ; | | | [
Yes, only when there  Yes, when there is a Other (please specify) Within minutes  With a delay of Within minutes  Other (please
is a change in policy ~ change in policy of the hours/days of the specify)
settings settings as well as conclusion of implementation
when policy settings the policy- of the decision
are left unchanged settings meeting

® European central bank



50 -

40 -

30 ~

20 +

10 A

announced?
57.1
Press release Central bank  Press conference Other
website
@  European central bank

I1. Monetary policy decisions

O How long is the Upto1l/2
statement... page

Where are decisions about
policy settings first publicly

European Central bank

> Almost all the central banks in their policy statement always disclose the precise value for a
change in the monetary policy instrument, the direction of the change in the monetary
policy instrument and the reasons behind the decision.

> Most of the central banks, in their statement also add the assessment of current economic
conditions and short term outlook for the economy and the possible risks to the outlook for
the economy.



>

100
90
80
70
60
50
40
30
20
10

1 conference held
1 to explain the

) II. Monetary policy decisions

Almost all the central banks use the press conference as a primary communication tool for direct

contact with the public

Is a press

policy decision?

Yes, only when Yes, when there is
there is a change a change in policy
in policy settings settings as well as

when policy
settings are left
unchanged

Governor

Policy board
members

European central bank

Who speaks on
the press
conference?

Senior
central
bank sta
7.1

No Other (please

specify)

® European central bank

Who from the central
bank may comment on
monetary policy and
economic developments?

How frequently do
officials comment
on monetary policy?

Senior central
bank officials

Press spokesman
@ FEuropean central bank



100
90
80
70
60
50
40
30
20
10

) I Monetary policy decisions

> Regarding the schedule of adoption of the monetary policy decisions, most of the central banks
(around 64%) said that the decisions are made on pre-announced dates...

No
28.6

Yes
64.3

Are monetary policy decisions made on pre-
announced dates?

European central bank

100
90
80
70
60
50
40
30
20
10

No
21.4

Yes
57.1

Are the dates and the time of policy
announcements known to the public in
advance?

100
90
80
70
60
50
40
30
20
10

No
14.3

Yes ‘

71.4

Do the dates of monetary policy
decisions ordinarily coincide with the
dates of regular meetings of the policy
board?



II1. Economic outlook and forward guidance

» The economic forecast is one of the main activity of the central banks which offers information’s
for the future path of the economy, send signals to the market and their participants.

» The methods and assumptions behind those forecasts vary considerably across central banks...

60 -
How regularly is the
forecast of economic 50 -
conditions published

Which forecast, central
‘ bank regularly disclose?

Other
14.3

40 -

30 ~

Semi annual

14.3 20 +

10 A

The official central bank  The staff forecasts (which  Other (please specify)
forecasts (agreed by the do not necessarily
governor or policy board  represent the view of the

members) governor or policy board

@ European central bank members)



38 For which variables are the
28 forecasts disclosed?
28 For what time
30 horizon the CB
20 disclose its
18 forecasts?
> o X <
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ECB also comment and other like GDP components, employment, productivity growth, unit
labor cost, compensation per employee, inflation components, structural government balance,

government debt ® European central bank
60 -
50 - -
Are the forecast
40 The central bank primarily based on
discloses its forecasts econometric models?
30 +

Forecasts are
’ combination of
20 explicit

10 ~

: | | - .

Numerical - Numerical - Numerical - Fan  Qualitative Other:
Point estimates Range estimates charts

o ® European central bank

European central bank



II1. Economic outlook and forward guidance

> The recent financial crisis highlights the need for better communications among the banks,
market and central bank.

» According to Survey around one third of the central banks introduced certain changes in the
communication of monetary policy with a purpose to become more proactive.

> One of the tools that most of the central banks adopted to deal with macroeconomic
consequences of the global financial crisis was forward guidance ( term used by Central banks
to communicate about the likely future course of monetary policy).

60 -
Does your CB provide
forward guidance in it
monetary policy
communication ?

Other 208

7.1

what form of forward
40 - guidance does your
central bank apply?

30 A

[
20 -
10 -
0 | |

57.1

No
57.1

Pure qualitative  Qualitative forward  Calendar-based No answer
forward guidance guidance conditional forward guidance
on a narrative
° European central bank
@ European central bank



IV. General communication questions

120 ~
i o The long term issues

- > 100 - () related to monetary
” g:tliz:zhf:i \ policy publicly are

80 1 available through:

60 - o ()

40 -

20 -

0 T T T T

Does your CB have an

office for public relations public
or press spokesmen? relationship
and press
spokesmen

28.

o Yes, it has
an office for
pl._lbllc . Working Policy- Journal Academic-type  Short non-
relationship papers oriented articles conferences technical
64.3 conferences summaries of
research or
®  European central bank ®  European central bank viewpoint

» The central banks also publish education brochures, organize public visits, seminars, trainings,
lectures for pupil, workshop for journalists....



IV. General communication questions

» One of the crucial thing in communication is to define the “reasons behind the words”.

100 -
90 - 7.1 7.1
80 4 14.3 — 14.3 7'1
70 - 14.3
60 - . .
50 - Reasons for increasing
40 - disclosure
30 -
20 A
10 A
0 T T T T T T
Enhance the Increase the Increase the Guide the general  Increase market  Increase market Guide market
accountability of ~ general public’s general public’s public’s participants’ participants’ participants’
the central bank  understanding of  understanding of expectations understanding of  understanding of expectations
the objectives of the policy decision- the objectives of the policy decision
monetary policy making process monetary policy making process
o European central bank HVery important H Important 1 Somewhat important i Not important
90 ~
80 A 14.3 14.3 2.4
70 - 28.6 28.6 . ‘
60 - o 28.6 o 28.6 -~ 28.6
50 - 7.1 14.3 21.4 g o
. 28.6. : 7.1 21.4
e e 40 -
Reasons for limiting - - 35.7
disclosure 20 1
10 ~
0 T T T T T T T T 1
Minimize Difficult to Present a Preserve the Minimize the risk  Reduce the Emphasize the Avoid damage to Avoid “crowding
constraints on withdraw consensus view confidentiality of of over-reaction incentive for  uncertainty and credibility that out” views about
future policy initiatives to  of policy board private by market market conditionality of could result from future
decisions provide more members information  participants, e.g. participants to the central bank’s disclosing views developments
information after due to “front run” policy view about future about future  that differ from
introducing them misinterpretation decisions developments  developments the central bank’s
that might be view
proven wrong
Very important H Important 4 Somewhat important i Not important

@ European central bank



Conclusion



1%]4, Conclusion
& 4/

o Today the central banks pay special attention on their transparency and provide important
information about their decisions and policy making process

o All the survey central banks publicly announce their primary goals and their monetary policy
decisions

o The Survey shows that the central banks are putting a lot of effort to establish a proper link with
the media and public

° Still, there is a room for improvement in the area of introducing forward guidance by the central banks
and more “proactive ways” of communication with the public

... The days of mystery and secrecy about central banks are gone! Jg¥:
Greater transparency, open and clear communication are £

becoming essential part of everyday functioning of the central e
banks...
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