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The record

Introduced 1998, Accepted by Pariament some
years later.

Impressive results: Inflation and expectations In
line after a few iniual years. [Less voelatlityin
infiationand output. Geod: grewWin:

Resemble other IT-countries. Seme 70 ceuntries
ieday. Ne country has changead regime: (except
e EMU)L.

But a favourable world.
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Inflation expectations by money market
agents

Per cent
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Growth

Annual percentage change and historical average
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The main building Blees

A way ter deal with tine! INCONSISTENEY/.

Infilatien forecast targeting/syntiaesis: of rules and
discretion.

Sensikle degree of cencern for stabilization can
e combined With fecus;en the value ofif money:
I the leng rin. Key werd: explaining.

Essentiall bullding Blecs: numercall target,
forecasts and explanations, ofi Benavioul:.




How!: to deal with asset prices?

Trepicalissue;, but net new. Fundamentally
adifficult:

1N never enly anveutinflatien. Reall effects
also) taken inte acceunt. Elnancial staility
IS ofiten alse) a target fer Centrall Banks.

Rikshank clear: WWe have been prepared to
act. Inl that sense: different frem
Greenspan. However, oulr thinking 1 line
With Greenspan’s “risk management
appreach™.




IHow! to deal with asset prices? (cont'd)

IR practicali terms; fellovw alltrsks in the financial
Sectol. Ty te judge I they will affect real or
financialistanility. Lean against the wWingd.

Bt limited SCope: o monetan/ action.
Stupstantially Righer rates would have sulestantial
efifects. Could that have heen mouivated?

Moere focus onl other policies. Taxes, regulateny.
policies ete.




Communication

IT-WerKS — 1R nmany. Ways — BEecalSe: of
iransparency.

SOME aSpPEeCcts:
- Avold mixing I withr excliange rate targets.

- Develop forecasts, but fecus en What IS the
essential: a geodlfierecast combined Wiith
explanations of the poelicy chesen.

- Strive for political support— explicit endersement: of
targets limits the roem for “Snipers:’.




Decision making structures

Ohsenvers sheuldibe anle: to read policy. Pelicy
,P0INGF.

RaISes difficult ISSUes; i particulaif for anks With
90ardS.

Blinders: cenclusion: One Size dees not fit all.
Genuinely collective or inadividualistic: cemmitiees
prefermed fironi polnt of VIeEw off decision.
Communicatieon pronplems manageanie:

Need for legitimacy: sheuld be added. Underlines
advantages with individualistic approach.
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Source : Blinder, A., Monetary Policy by Committee : Why and How ?, DNB working paper




Be aware of over-stretch

10-15) geod, years but: head winds, have
IRcreased:

IF willFhelpralserini this world: Central Banks: in
much better position than during the 70

BUt there are risks:

Need ter combine wWell function I wWith' pelicies
dealing with financial proklems. Separate: as mueh
as possible. Take care in explaining.

\Wateh ouit for ever-stretch. Optimal control might
give the wreng Impression. Need for realistic
ambitiens!




