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�
��� ,Q� ����� DQG� ����� VLJQLILFDQW� DFKLHYHPHQWV� ZHUH� REWDLQHG� RQ� WKH� ZD\� WR� WKH�

HFRQRPLF�VWDELOLW\��HVSHFLDOO\�RQ�WKH�LQIODWLRQ�IURQW��7KH�SULPDU\�REMHFWLYH�RI�WKH�
&HQWUDO�%DQN�RI�7XUNH\�LV�WR�SURPRWH�WKHVH�DFKLHYHPHQWV�HYHQ�IXUWKHU��DQG�WR�
DWWDLQ�SHUPDQHQW�SULFH�VWDELOLW\� LQ�WKH�PHGLXP�WHUP��,Q�WKH�FRPLQJ�SHULRG��WKH�
&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�VHW�PRQHWDU\�SROLFLHV�LQ�OLQH�ZLWK�WKHVH�REMHFWLYHV��
DQG� WKH�FRQVLVWHQF\�RI�WKH� IXWXUH� FRXUVH�RI� LQIODWLRQ�ZLWK� WKH�WDUJHWV�ZLOO� EH�
WDNHQ�DV�WKH�EDVLF�FULWHULRQ���

�
��� 2QH�RI�WKH�RXWVWDQGLQJ�FKDUDFWHULVWLFV�RI�WKH�SURFHVV�H[SHULHQFHG�LQ������DQG�

�����ZDV�WKDW�KLJK�JURZWK�UDWHV�ZHUH�DWWDLQHG�DORQJ�ZLWK�WKH�GHFOLQLQJ�LQIODWLRQ��
:KHQ� WKLV� SURFHVV� LV� PRUH� FORVHO\� DQDO\]HG�� LW� LV� REVHUYHG� WKDW� WKH� JURZWK�
G\QDPLFV� KDYH� FRPH� PDLQO\� IURP� SULYDWH� VHFWRU� DQG� EHFRPH� SHUPDQHQW� DV�
VSHFLILHG� LQ�WKH�SURJUDP��,Q�RWKHU�ZRUGV��GHWHUPLQHG�DFWLRQV�DJDLQVW�LQIODWLRQ��
WLJKW�PRQHWDU\�DQG�ILVFDO�SROLFLHV��DQG�WKH�GHYHORSPHQWV�OHG�E\�WKLV�SURFHVV�KDYH�
SDYHG�WKH�ZD\�IRU�D�SULYDWH�VHFWRU�EDVHG�JURZWK������

�
��� $QRWKHU�VWULNLQJ�SRLQW�LV�WKDW�WKDQNV�WR�WKH�DFKLHYHPHQW�RI�LQIODWLRQ�WDUJHWV�VHW�

IRU������DQG�������WKH�TXDOLW\�RI� LQIODWLRQ�WDUJHW�DV�D�UHOLDEOH�QRPLQDO�DQFKRU�
KDV� LPSURYHG� IRU� ����� DQG� ODWHU�� ,Q� RWKHU� ZRUGV�� WKH� LQIODWLRQ� WDUJHW� LV�



EHFRPLQJ�D�VLJQLILFDQW�UHIHUHQFH�DJJUHJDWH�IRU�HFRQRPLF�DJHQWV��ZKLFK�WKH\�FDQ�
XVH� LQ� HOLPLQDWLQJ� IXWXUH� XQFHUWDLQWLHV� ZKLOH� PDNLQJ� WKHLU� LQYHVWPHQW� DQG�
FRQVXPSWLRQ�GHFLVLRQV��7KLV��LQ�WXUQ��ZLOO�UHLQIRUFH�WKH�UHDO�HFRQRP\��������

�
��� $�PRQHWDU\�DXWKRULW\��IRFXVHG�RQO\�RQ�LQIODWLRQ�LQ�PRQHWDU\�SROLF\�GHFLVLRQV��ZLOO�

LPSURYH� LWV� FUHGHQWLDOV� E\� JLYLQJ� H[SOLFLW� DQG� XQGHUVWDQGDEOH� VLJQDOV�� WKXV�
LQFUHDVLQJ�WKH�FKDQFH�RI�VXFFHVV�RI�GLVLQIODWLRQ�HIIRUWV��7KH�UHVXOWV�DFKLHYHG�LQ�
7XUNH\�LQ�WKH�ODVW�WZR�\HDUV�KDYH�GHPRQVWUDWHG�WKH�HIILFLHQF\�RI�WKLV�DSSURDFK��
0RUHRYHU�� WKH�PRVW�DSSDUHQW� FRPPRQ�DVSHFW�RI�WKH�FHQWUDO�EDQNV��ZKLFK�KDYH�
DFKLHYHG�SHUPDQHQW�SULFH�VWDELOLW\�� LV� WKHLU� LQGHSHQGHQFH� DQG�SROLFLHV� LQYROYLQJ�
H[SOLFLW�VLJQDOV�DQG�V\VWHPDWLF�EHKDYLRUV���

�
��� $QRWKHU�FRPPRQ�DVSHFW�RI�WKH�FRXQWULHV�WKDW�KDYH�VXFFHHGHG�WR�DFKLHYH�SULFH�

VWDELOLW\�LV�WKDW�WKHLU�SXEOLF�VHFWRU�GHEW�G\QDPLFV�DUH�ODLG�RQ�D�VROLG�EDVH��ZKLFK�
LV� QRW� YXOQHUDEOH��+HQFH�� ULVN� SUHPLXP� GRHV� QRW� GLVSOD\�KLJK� YRODWLOLW\� DQG� WKH�
UHODWLRQVKLS� EHWZHHQ� VKRUW�WHUP� LQWHUHVW� UDWHV�� WKH� NH\�SROLF\� WRRO� RI� FHQWUDO�
EDQNV�� DQG� ORQJ�WHUP� LQWHUHVW� UDWHV� EHFRPHV�PRUH� HYLGHQW�� 7KLV� HQKDQFHV� WKH�
HIILFLHQF\� RI� WKH� LQVWUXPHQWV� XVHG� E\� DQ� LQGHSHQGHQW� DQG� LQIODWLRQ�IRFXVHG�
FHQWUDO�EDQN�IRU�DWWDLQLQJ� LWV� WDUJHWV��0RUHRYHU�� LQ�FRXQWULHV�ZLWK�FKURQLF�DQG�
KLJK� LQIODWLRQ�� WKH� VWHSV� WDNHQ� WRZDUGV� HVWDEOLVKLQJ� D� VROLG� EDVH� IRU� SXEOLF�
EDODQFHV� KDYH� D� IDYRUDEOH� HIIHFW� RQ� H[SHFWDWLRQV�� WKXV�GHFUHDVLQJ� LQHUWLD� DQG�
VXSSRUWLQJ�WKH�GRZQZDUG�SURFHVV�LQ�LQIODWLRQ��

�
��� ,Q�DQ�HFRQRP\�ZKHUH�WKH�YXOQHUDELOLW\�DJDLQVW�H[WHUQDO�VKRFNV�LV�ORZ��WKH�WDUJHWV�

FRPPLWWHG� E\� WKH� FHQWUDO� EDQNV� PD\� EHFRPH� PRUH� UHOLDEOH�� ,I� WKLV� UHOLDELOLW\�
UHIOHFWV�RQ�WKH�GHFLVLRQV�RI�WKH�HFRQRPLF�DJHQWV� IRU�WKH�IXWXUH��WKH�FRVWV�RI�
ILJKW�DJDLQVW�LQIODWLRQ�ZLOO�GLPLQLVK��,Q�WKLV�FRQWH[W��VXVWDLQLQJ�WKH�DFKLHYHPHQWV�
WKDW�KDYH�EHHQ�DWWDLQHG�LQ�7XUNH\�LQ�UHFHQW�\HDUV�LQ�OD\LQJ�WKH�GHEW�G\QDPLFV�RQ�
D�VROLG�EDVH�ZLOO�HOLPLQDWH�WKH�PDMRU�IDFWRU�WKDW� OHDGV�WR�XQFHUWDLQW\�DQG�WKXV�
ZLOO�SDYH�WKH�ZD\�IRU�SHUPDQHQW�SULFH�VWDELOLW\��



�
��� ,W�KDV�EHHQ�HPSKDVL]HG�IRU�\HDUV�WKDW�SULFH�VWDELOLW\�LV�PHUHO\�D�WRRO��DQG�WKDW�

WKH� XOWLPDWH� REMHFWLYH� RI� HFRQRPLF� SROLFLHV� LV� WR� UDLVH� WKH� VRFLDO� ZHOIDUH�
VWDQGDUG��,W�KDV�DOVR�EHHQ�XQGHUOLQHG�WKDW�WKLV�ZLOO�RQO\�EH�DFKLHYHG�E\�D�UDSLG�
and sust ainable gr owt h, and pr ice st abilit y is a “must ” in or der  t o achieve t his 

REMHFWLYH�� 7KH� ���������� SHULRG� ZLOO� DOZD\V� EH� UHPHPEHUHG� DV� WKH� SHULRG�
GXULQJ� ZKLFK� WKLV� RSLQLRQ� KDV� EHHQ� ZLGHO\� DFFHSWHG�� DQG� WKH� LQIODWLRQ� KDV�
UHFHLYHG�WKH�PRVW�VHULRXV�EORZ�LQ�WKH�ODVW����\HDUV��7KH�FRQVLVWHQF\�RI�EXGJHW�
DQG� LQFRPHV� SROLF\� ZLWK� WKH� WDUJHWHG� LQIODWLRQ� LV� D� SUHUHTXLVLWH� IRU� WKH�
PDLQWHQDQFH�RI�WKLV�WUHQG�LQ�������

�
��� 7KH�SRLQW�DWWDLQHG�LQ�WKH�ILJKW�DJDLQVW�LQIODWLRQ�FDQ�EH�HYDOXDWHG�DV�D�VWRU\�RI�

success in Tur key’s last  25�\HDU�SDVW��+RZHYHU��7XUNH\�KDV�VWLOO�D�ORQJ�ZD\�WR�JR�
LQ�RUGHU�WR�DFKLHYH�SULFH�VWDELOLW\�E\�DOO�PHDQV��3ULFH�VWDELOLW\�FDQ�EH�LQWHUSUHWHG�
DV�D�OHYHO�RI�LQIODWLRQ�ULVN�WKDW�FDQ�EH�QHJOHFWHG�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVV�
RI� HFRQRPLF� DJHQWV�� ,Q� WKLV� IUDPHZRUN�� LW� VKRXOG� QRW� EH� RYHUORRNHG� WKDW� WKH�
SRLQW�ZH�KDYH�UHDFKHG�LV�VWLOO�IDU�IURP�SULFH�VWDELOLW\��)XUWKHUPRUH��FRXQWULHV��
ZKHUH�LQIODWLRQ�GLVSOD\V�VXEVWDQWLDO�GURSV�LQ�D�VKRUW�WLPH��XVXDOO\�XQGHUJR�D�PRRG�
RI�HDUO\�WULXPSK�ZKHQ�WKH�LQIODWLRQ�UDWH�GHFOLQHV�WR�VLQJOH�GLJLWV��$QG�WKHQ�FRPHV�
UHOD[DWLRQ��7KH�&HQWUDO�%DQN�ZLOO� NHHS�RQ�PDNLQJ�HYHU\�HIIRUW�WR�SUHYHQW�VXFK�
WKLQJ�IURP�KDSSHQLQJ�LQ�7XUNH\��

�
��� �7KH�VXVWDLQDELOLW\�RI�ILVFDO�GLVFLSOLQH�DQG�VWUXFWXUDO�UHIRUPV��ZKRVH�LPSRUWDQFH�

KDV�EHHQ�FRQVWDQWO\�XQGHUOLQHG��ZLOO�FRQWLQXH�WR�VWDQG�DV�D�VLJQLILFDQW�IDFWRU�LQ�
WKH� IRUWKFRPLQJ� SHULRG�� 7KH� HFRQRPLF� WUDQVIRUPDWLRQ� LQLWLDWHG� E\� WKH� �����
SURJUDP� VKRXOG� EH� FDUULHG� RQ� E\� VRFLDO� DQG� LQVWLWXWLRQDO� WUDQVIRUPDWLRQV��
3DUWLFXODUO\�WKH�VWHSV�WRZDUGV�LQFUHDVLQJ�WKH�SURGXFWLYLW\�LQ�SXEOLF�VHFWRU�DUH�RI�
JUHDW� LPSRUWDQFH� ZLWK� UHVSHFW� WR� LWV� FRQWULEXWLRQ� WR� WKH� TXDOLW\� RI� ILVFDO�
GLVFLSOLQH�� %HVLGHV�� IXUWKHU� PHDVXUHV� IRU� WKH� GHYHORSPHQW� RI� FRPSHWLWLYHQHVV�
DWPRVSKHUH�� GHHSHQLQJ� RI� ILQDQFLDO� V\VWHP� E\� VXVWDLQLQJ� WKH� EDQNLQJ� UHIRUPV��



HQKDQFHPHQW�RI�LQYHVWPHQW�HQYLURQPHQW�IRU�GRPHVWLF�DQG�IRUHLJQ�LQYHVWRUV�DQG�
WKH�LPSURYHPHQW�RI�JRRG�JRYHUQDQFH�ZLOO�KHOS�LQ�RYHUFRPLQJ�WKH�REVWDFOHV�RQ�WKH�
ZD\�WR�VXVWDLQDEOH�JURZWK�DQG�SULFH�VWDELOLW\��
�
,QIODWLRQ�DQG�0RQHWDU\�3ROLF\�,PSOHPHQWDWLRQV�LQ������

�
����,Q� ������ WKH� &HQWUDO� %DQN� FRQWLQXHG� WR� VHW� VKRUW�WHUP� LQWHUHVW� UDWHV�� LWV�

SULPDU\�SROLF\�LQVWUXPHQW��E\�DQDO\]LQJ�OLNHO\�IXWXUH�PRYHPHQWV�RI�YDULDEOHV�WKDW�
DIIHFW�LQIODWLRQ�ZLWKLQ�WKH�IUDPHZRUN�RI�YDULRXV�VFHQDULRV���,Q�WKH�ILUVW�TXDUWHU�
RI�������ZKHQ�WKH�LQIODWLRQ�ZDV�LQ�DQ�XSZDUG�WUHQG��LW�ZDV�HPSKDVL]HG�WKDW�WKLV�
KDG�VWHPPHG�IURP�WKH�H[WHUQDO�DQG�WHPSRUDU\�IDFWRUV�DQG�ZDV�IRUHVHHQ�WKDW�
WKH� LQIODWLRQ� ZRXOG� UH�HQWHU� LQ� GRZQZDUG� WUHQG� ZLWK� WKH� HQG� RI� WKH�
“ext r aor dinar y” per iod. This pr ospect  was announced t o public as well. Hence, t he 

GHYHORSPHQWV� IROORZLQJ� WKH� ILUVW� TXDUWHU� RI� ����� FRQILUPHG� WKHVH� SURVSHFWV��
The Cent r al Bank’s opWLPLVWLF�RXWORRN�UHLQIRUFHG�WKH�UHFRYHU\�LQ�H[SHFWDWLRQV��,Q�
WKLV�FRQWH[W��XQGHU�WKH�DVVXPSWLRQ�WKDW�WKH�HFRQRPLF�SURJUDP�ZRXOG�EH�VWULFWO\�
LPSOHPHQWHG� XQGHU� D� ORQJ�WHUP� SHUVSHFWLYH� ZLWK� WKH� HOLPLQDWLRQ� RI� H[WHUQDO�
XQFHUWDLQWLHV�WR�D�JUHDW�H[WHQW��DQG�WKDW�WKHUH�ZRXOG�EH�QR�GHYLDWLRQ�IURP�ILVFDO�
GLVFLSOLQH�DQG�VWUXFWXUDO�UHIRUPV��VKRUW�WHUP�LQWHUHVW�UDWHV�ZHUH�FXW�VL[�WLPHV�
GXULQJ� $SULO�2FWREHU� SHULRG�� $FFRUGLQJO\�� RYHUQLJKW� ERUURZLQJ� LQWHUHVW� UDWH��
ZKLFK�ZDV����SHUFHQW�LQ�$SULO��GHFOLQHG�WR����SHUFHQW��

�
���� $W�WKLV�SRLQW�ZH�VKRXOG�XQGHUOLQH�WKH�IDFW�WKDW�LI�WKH�FXUUHQW�PRQHWDU\�SROLF\�LV�

SXUVXHG� FRQVLVWHQWO\� ZLWK� WKH� WDUJHWHG� LQIODWLRQ�� WKH� YRODWLOLW\� FUHDWHG� E\�
H[WHUQDO�VKRFNV�ZLOO�EH�WHPSRUDU\��+HQFH��&3,�LQIODWLRQ�WKDW�H[FHHGHG�WKH�SDWK�
FRQVLVWHQW� ZLWK� WKH� \HDU�HQG� LQIODWLRQ� UHVXOWLQJ� IURP� WKH� YRODWLOLWLHV� WKDW�
HPHUJHG� LQ� WKH� PDUNHWV� GXH� WR� H[WHUQDO� VKRFNV� DQG� FRVWV�� ZKLFK� URVH�
DFFRUGLQJO\�� UHDFKHG� ����� SHUFHQW� E\� WKH� HQG� RI�1RYHPEHU�� UDSLGO\� FRPLQJ� VR�
FORVH�WR�WKH����SHUFHQW�WDUJHW��WKDQNV�WR�WKH�HOLPLQDWLRQ�RI�WKH�DIRUHPHQWLRQHG�



XQIDYRUDEOH�GHYHORSPHQWV�DV�ZHOO�DV�PRQHWDU\�DQG�ILVFDO�SROLFLHV�FRQVLVWHQW�ZLWK�
WKH�WDUJHW��

�
����7KH� GHFOLQH� LQ� LQIODWLRQ� LQ� -XQH�'HFHPEHU� SHULRG� VWHPPHG� IURP� D� QXPEHU� RI�

IDFWRUV��7KHVH�IDFWRUV�ZHUH�WKH�UHODWLYH�VWDELOLW\�DFKLHYHG�LQ�WKH�PDUNHWV��WKH�
DSSUHFLDWLRQ� RI� 7XUNLVK� OLUD� DJDLQVW� IRUHLJQ� FXUUHQFLHV�� WKH� UHFRYHU\� LQ� FRVW�
FRQGLWLRQV�GXH�WR�WKH�LQFUHDVHV�LQ�WKH�SURGXFWLYLW\�DQG�WKH�PRGHUDWH�UHDO�ZDJHV��
WKH�VORZGRZQ�LQ�IRRG�DQG�DJULFXOWXUH�SULFHV��WKH�SULFLQJ�DQG�LQFRPHV�SROLFLHV�LQ�
SXEOLF� VHFWRU� WKDW� ZHUH� KLJKO\� FRQVLVWHQW� ZLWK� WKH� LQIODWLRQ� WDUJHW�� VOXJJLVK�
GRPHVWLF� GHPDQG� SUHVVXUH�� WKH� LPSURYLQJ� FRPSHWLWLYHQHVV� DWPRVSKHUH�DQG�WKH�
FKDQJHV�REVHUYHG�LQ�LQYHVWRU�DQG�FRQVXPHU�VHQWLPHQW��

�
����$OO� WKHVH� GHYHORSPHQWV�� ZKLFK� GLG� QRW� RQO\� OD\� WKH� JURXQGZRUN� IRU� WKH�

DIRUHPHQWLRQHG�FRQGLWLRQV�EXW�DOVR�VXSSRUWHG�WKH�GLVLQIODWLRQ�SURFHVV��UHVXOWHG�
IURP� WKH� LPSOHPHQWDWLRQ� RI� PRQHWDU\� DQG� ILVFDO� SROLFLHV� FRPSDWLEOH� ZLWK� WKH�
HFRQRPLF� SURJUDP�� 7KH� HIIHFWV� RI� WKH� EXGJHW� GLVFLSOLQH�� DQG� WKH� LQIODWLRQ�
RULHQWHG� DQG� LQGHSHQGHQW� PRQHWDU\� SROLF\� RQ� WKH� HFRQRPLF� VWDELOLW\� KDYH�
PDQLIHVWHG�WKHPVHOYHV�LQ�YDULRXV�ZD\V��)LUVWO\��LPSOHPHQWDWLRQ�RI�DQ�LQFRPHV�DQG�
EXGJHW� SROLF\� FRQVLVWHQW� ZLWK� WKH� WDUJHWV� EHFDPH� WKH� PRVW� HYLGHQW� VLJQDO� RI�
VHULRXVQHVV� LQ�GLVLQIODWLRQ�HIIRUWV��7KDQNV�WR�VXFK�DQ�DWWLWXGH��HYHQ� LQ�SHULRGV�
PDUNHG� E\� D� UDSLG� ULVH� LQ� LQIODWLRQ�� LQIODWLRQ� SURVSHFWV� IRU� WKH� QH[W� WZHOYH�
PRQWKV� FRQWLQXHG� WKHLU� GRZQZDUG� WUHQG�� 6HFRQGO\�� PRQHWDU\� SROLF\� DQG� ILVFDO�
SROLFLHV� LPSOHPHQWHG� LQ� OLQH� ZLWK� WKH� SURJUDP� WDUJHWV� FRQWULEXWHG� WR� WKH�
UHVWRUDWLRQ� RI� DWPRVSKHUH� RI� FRQILGHQFH�� DQG� GHFUHDVHG� ULVN� SUHPLXP� E\�
HOLPLQDWLQJ�GRXEWV�RQ�GHEW�VXVWDLQDELOLW\��7KHVH�GHYHORSPHQWV�KDYH�FRQWULEXWHG�
WR� WKH� GHFOLQH� LQ� ORQJ�WHP� LQWHUHVW� UDWHV�� VWUHQJWKHQHG� 7XUNLVK� /LUD�� DQG�
WKHUHIRUH�� VXSSRUWHG� GLVLQIODWLRQ� HIIRUWV� RQ� WKH� FRVW� VLGH�� /DVWO\�� ILVFDO� DQG�
PRQHWDU\�GLVFLSOLQH�KDV�SURYLGHG�D�OLPLWHG�UHYLYDO�LQ�GRPHVWLF�GHPDQG��DQG�KHOSHG�
WR�DYRLG�D�SUHVVXUH�RQ�LQIODWLRQ�RQ�WKH�GHPDQG�VLGH���

�



����&RQVHTXHQWO\�������DQG������ZHUH�WKH�\HDUV�ZKHQ�LW�EHFDPH�HYLGHQW�WKDW�WKHUH�
ZDV�QR�PDJLFDO�IRUPXOD�IRU�UHGXFLQJ�LQIODWLRQ��EXW�LPSOHPHQWDWLRQ�RI�D�FUHGLEOH�
HFRQRPLF�SURJUDP�FRXSOHG�ZLWK�PRQHWDU\�DQG�ILVFDO�SROLFLHV�FRPSDWLEOH�ZLWK�WKH�
SURJUDP�WDUJHWV�FRXOG�UHQGHU�VLJQLILFDQW�DFKLHYHPHQWV�LQ�WKH�ORQJ�UXQ��

�
0RQHWDU\�3ROLF\�LQ������DQG�WKH�5LVNV��

�
����7KH� &HQWUDO� %DQN� ZLOO� FRQWLQXH� ZLWK� LPSOLFLW� LQIODWLRQ� WDUJHWLQJ� XQGHU� IORDWLQJ�

H[FKDQJH� UDWH� UHJLPH� LQ� ����� DV� ZHOO�� :LWKLQ� WKLV� IUDPHZRUN�� WKH� PRQHWDU\�
DJJUHJDWHV� ZRXOG� EH� PRQLWRUHG�� KRZHYHU�� WKH� ILUVW� SODFH� ZRXOG� EH� JLYHQ� WR�
DWWDLQLQJ� WDUJHWHG� LQIODWLRQ� UDWH�� ,Q� RWKHU� ZRUGV�� DV� ZDV� UHLWHUDWHG� LQ� WKH�
&HQWUDO� %DQN� UHSRUWV� DQG� SUHVHQWDWLRQV� EHIRUH�� FRQVLGHULQJ� WKH� GLIILFXOW\� LQ�
SUHGLFWLQJ� WKH� PRQH\� GHPDQG� GXULQJ� GLVLQIODWLRQ� SURFHVV�� GHYHORSPHQWV�
SHUWDLQLQJ� WR� EDVH� PRQH\� ZRXOG� QRW� EH� FRQVLGHUHG� DV� D� ILQDO� WDUJHW� EXW� WKH\�
ZRXOG�UDWKHU�EH�HYDOXDWHG�IURP�WKH�SRLQW�RI�WKH� LQIRUPDWLRQ�WKH\�SURYLGH�IRU�
WKH�IXWXUH�LQIODWLRQ�WDUJHWV���

�
����7KH�HQG�\HDU�LQIODWLRQ�WDUJHW�IRU������KDV�EHHQ�VHW�DV����SHUFHQW��2Q�WKH�HYH�

RI� ������ WKH� JDS� EHWZHHQ� WKH� H[SHFWHG� LQIODWLRQ� UDWH� DQG� WKH� WDUJHWHG� UDWH�
FDPH�GRZQ�WR�����SHUFHQWDJH�SRLQWV��7KLV�ILJXUH�ZDV������SHUFHQW�IRU�������DQG�
����SHUFHQW�IRU�������7KHVH�ILJXUHV�VKRZ�WKDW�LQ������WKH�FRQILGHQFH�WKDW�WKH�
GRZQZDUG� WUHQG� ZRXOG� FRQWLQXH� DV� SODQQHG� LV� JHWWLQJ� HVWDEOLVKHG�� 7KLV�
FRQILGHQFH�ZRXOG�XQGRXEWHGO\�PDNH�D�SRVLWLYH�LPSDFW�RQ�WKH�ZDJHV��SULFHV��UHQWV�
DQG�LQWHUHVW�UDWHV�LQ�WKH�FRQWUDFWV�WR�EH�VLJQHG�LQ�WKH�QHDU�IXWXUH������

�
����&HUWDLQO\�� PDFURHFRQRPLF� VWDELOLW\� DQG� SULFH� VWDELOLW\� DUH� QRW� LVRODWHG� IURP�

SROLWLFDO�DQG�LQVWLWXWLRQDO�VWDELOLW\��7KHUHIRUH��VXVWDLQDEOH�SULFH�VWDELOLW\�UHTXLUHV�
VWUXFWXUDO� UHIRUPV��$FFRUGLQJO\�� WKH�&HQWUDO�%DQN�ZLOO� QRW� RQO\�GR�ZKDWHYHU� LW�
WDNHV�WR�IXUWKHU�WKH�DFKLHYHPHQWV�DWWDLQHG�LQ�WKH�ODVW�WZR�\HDUV��EXW�DOVR�LVVXH�



DOO� QHFHVVDU\� ZDUQLQJV� DERXW� WKH� REVWDFOHV� WKDW� PLJKW� ULVN� DWWDLQLQJ� SULFH�
VWDELOLW\���

�
����:LWKLQ� WKLV� IUDPHZRUN�� DQ\� VWHSV� WRZDUGV� HQKDQFLQJ� WKH� HIIHFWLYHQHVV� RI�

PRQHWDU\� SROLF\� ZLOO� FRQWULEXWH� WR� DFKLHYLQJ� DQG�PDLQWDLQLQJ� SULFH� VWDELOLW\�� ,Q�
SDUWLFXODU�� WKH� FRQWLQXDWLRQ� ZLWK� WKH� UHIRUPV� LQWHQGHG� IRU� LQFUHDVLQJ�
SURGXFWLYLW\�LQ�SXEOLF�VHFWRU�DQG�IRU�HQKDQFLQJ�WKH�TXDOLW\�RI�SULPDU\�VXUSOXV�ZLOO�
FUHDWH� D�SRVLWLYH� DWPRVSKHUH�� DQG� FDOP�GRZQ�IOXFWXDWLRQV� LQ�ULVN� SUHPLXP��DQG�
WKLV� ZLOO�� LQ� WXUQ�� HQKDQFH� WKH� HIIHFWLYHQHVV� RI� WKH� VKRUW�WHUP� LQWHUHVW� UDWHV�
XVHG�E\�WKH�&HQWUDO�%DQN�DV�WKH�PDLQ�SROLF\� LQVWUXPHQW� LQ�GLVLQIODWLRQ�HIIRUWV��
Act ually, it  is obser ved t hat  t he Cent r al Bank’s power  t o inf luence expect at ions 

DQG� ORQJHU�WHUP� LQWHUHVW� UDWHV� ZLOO� LQFUHDVH� LQ� SHULRGV� PDUNHG� E\� IDYRUDEOH�
GHYHORSPHQWV� LQ� PDFURHFRQRPLF� DQG� SROLWLFDO� HQYLURQPHQW�� 7KHUHIRUH�� DQ\�
HIIRUWV�DQG�VWHSV�WKDW�FRXOG�KHOS�HFRQRPLF�DJHQWV�WR�KDYH�D�JUHDWHU�SHUVSHFWLYH�
ZLOO�FRQWULEXWH�WR�WKH�VXVWDLQHG�GLVLQIODWLRQ�HIIRUWV��

�
����7KH� VHFRQG� LPSRUWDQW� SDUW� RI� WKH� VWUXFWXUDO� UHIRUPV� IURP� WKH� YLHZSRLQW� RI�

PRQHWDU\� SROLF\� LV� WKH� GHHSHQLQJ� RI� WKH� ILQDQFH� VHFWRU� UHIRUPV�� 7KXV�� WKH�
Cent r al Bank’s inf luence on inf lat ion t hr ough it s main policy inst r ument , and t he 

SUHGLFWDELOLW\� RI� WKLV� PHFKDQLVP� ZLOO� EH� UHLQIRUFHG�� 8QGRXEWHGO\�� LW� LV� QRW�
SRVVLEOH�WR�HOLPLQDWH�DOO�RI�WKH�XQFHUWDLQWLHV�RI�WKH�PRQHWDU\�SROLF\�WUDQVPLVVLRQ�
PHFKDQLVP�LQ�DQ�HYHU�FKDQJLQJ�ZRUOG��+RZHYHU��VWUHQJWKHQLQJ�RI�WKH�SXEOLF�GHEW�
G\QDPLF� DQG� HQKDQFLQJ� WKH� RSHUDWLRQ� RI� ILQDQFLDO� V\VWHP� ZLOO� H[HUW� D� SRVLWLYH�
LPSDFW� RQ� WKH� WUDQVPLVVLRQ� PHFKDQLVP�� DQG� WKLV� FDQ� RQO\� EH� DFKLHYHG� WKURXJK�
FDUU\LQJ�RXW�WKH�QHFHVVDU\�VWUXFWXUDO�UHIRUPV��

�
����$OWKRXJK� LQIODWLRQ� KDV� EHHQ� VLJQLILFDQWO\� UHGXFHG�� DQG� H[SHFWDWLRQV� KDYH� EHHQ�

UHVWRUHG��WKHUH�DUH�VWLOO�FHUWDLQ�ULVNV�IRU�LQIODWLRQ�LQ�WKH�\HDUV�DKHDG��'HVSLWH�
WKH�UHPDUNDEOH�GHFOLQH�LQ�WKH�UDWLR�RI�SXEOLF�GHEW�WR�QDWLRQDO�SURGXFW��WKH�GHEW�
G\QDPLFV�DUH�QRW�\HW�DW�D�GHVLUHG�OHYHO��6XFK�D�VWUXFWXUH�PLJKW�PDNH�D�QHJDWLYH�



LPSDFW�RQ�WKH� LQIODWLRQ�H[SHFWDWLRQV� LQ�WKH�HYHQW�WKDW�WKH�HFRQRPLF� LQVWDELOLW\�
SHUVLVWV�IRU�D�ORQJ�WLPH��RU�WKHUH�LV�D�OLNHOLKRRG�RI�D�GHYLDWLRQ�IURP�WKH�SURJUDP�
WDUJHWV��

�
����7KH�ORFDO�HOHFWLRQV�WR�EH�KHOG�LQ�0DUFK������EHDU�VRPH�ULVNV�E\�UDLVLQJ�FHUWDLQ�

GRXEWV�DERXW�WKH�UHFXUUHQFH�RI�SDVW�SRSXOLVW�SROLFLHV��7KH�RQO\�ZD\�WR�GULYH�RII�
VXFK�GRXEWV�LV�WR�FRQWLQXH�WR�NHHS�WKH�ZDJH�DQG�LQFRPHV�SROLFLHV�LQ�OLQH�ZLWK�WKH�
SURJUDP��$Q\�QHJDWLYH�VLJQDO�SHUWDLQLQJ�WR�WKLV�LVVXH�FDQ�H[HUW�D�QHJDWLYH�LPSDFW�
RQ� H[SHFWDWLRQV� DERXW� LQIODWLRQ� DQG� FXUUHQW� DFFRXQW� GHILFLW� DQG� JHQHUDO�
PDFURHFRQRPLF� EDODQFH�� 0RUHRYHU�� ZDJHV� DQG� LQFRPHV� SROLF\� WKDW� LV� QRW�
KDUPRQL]HG� ZLWK� PDFURHFRQRPLF� WDUJHWV�� HYHQ� LI� PHDVXUHV� LQWHQGHG� IRU�
FRPSHQVDWLQJ� WKHVH� HIIHFWV� DUH� WDNHQ�� ZRXOG� LQFUHDVH� XQFHUWDLQW\� DQG� ULVN�
SHUFHSWLRQ�� DQG� WKXV� OHDG� WR� GHWHULRUDWLRQ� LQ� H[SHFWDWLRQV� DQG� XQIDYRUDEOH�
FRQVHTXHQFHV�DERXW�LQIODWLRQ��

�
�����0HDQZKLOH��WKH�SURVSHFWLYH�FRXUVH�RI�IRRG�DQG�DJULFXOWXUDO�SULFHV�FDQ�DOZD\V�EH�

DFFHSWHG� DV� D� ULVN� HOHPHQW� IRU� LQIODWLRQ�� 7KH� GRZQZDUG� WUHQG� LQ� WKH� UDWH� RI�
LQFUHDVH�LQ�WKH�SULFHV�RI�WKHVH�JURXSV�FRQWULEXWHG�WR�WKH�GHFOLQH�LQ�LQIODWLRQ�LQ�
WKH�� ��� �DQG�� ��� �TXDUWHUV�RI�������7KH�OLNHOLKRRG�WKDW�WKLV�GRZQZDUG�WUHQG�PLJKW�
QRW�FRQWLQXH�LQ������GXH�WR�VXSSO\�LQGXFHG�VKRFNV�UHPDLQV�DV�D�ULVN�IDFWRU�IRU�
LQIODWLRQ�� 0HDQZKLOH�� GHVSLWH� LPSURYHPHQWV� LQ� H[SHFWDWLRQV� RQ� WKH� ZD\� WR�
RYHUFRPH� LQHUWLD� LQ� LQIODWLRQ�� LW� LV� REVHUYHG� WKDW� EDFNZDUG�ORRNLQJ� SULFLQJ�
EHKDYLRU� KDV� QRW� EHHQ� HQWLUHO\� DEDQGRQHG�� $W� WKLV� SRLQW�� LW� LV� RI� XWPRVW�
LPSRUWDQFH� WKDW� HFRQRPLF� DJHQWV� PDNH� SULFH� GHFLVLRQV� LQ� FRPSOLDQFH� ZLWK� WKH�
WDUJHWHG�LQIODWLRQ�UDWH���

�
����,Q�HFRQRPLHV�ZKHUH�IL[HG�H[FKDQJH�UDWH�UHJLPH�KDV�EHHQ�DEDQGRQHG�LQ�IDYRU�RI�

IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��LW�KDV�EHHQ�REVHUYHG�WKDW�XQGHU�LQIODWLRQ�IRFXVHG�
FUHGLEOH�SROLFLHV��WKH�UHODWLRQVKLS�EHWZHHQ�WKH�H[FKDQJH�UDWH�DQG�LQIODWLRQ�VWDUWV�
ZHDNHQLQJ��/LNHZLVH��DOWKRXJK�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH�GRHV�QRW�KDYH�D�ORQJ�



KLVWRU\� LQ�7XUNH\��WKH�SUHOLPLQDU\�VWXGLHV� LQGLFDWH�WKDW�WKH�FRHIILFLHQW�RI�WKH�
H[FKDQJH�UDWH�SDVV�WKURXJK�KDV�DOUHDG\�VWDUWHG�WR�GHFOLQH��+RZHYHU��H[FKDQJH�
UDWHV�VWLOO�KROG�JRRG�DV�RQH�RI�WKH�PRVW�LPSRUWDQW�GHWHUPLQDQWV�DPRQJ�LQIODWLRQ�
G\QDPLFV��7KXV��WKH�FRXUVH�WR�EH�IROORZHG�E\�WKH�H[FKDQJH�UDWHV�ZLOO�FRQWLQXH�WR�
EH� DQ� LPSRUWDQW� IDFWRU� IRU� ����� LQIODWLRQ� DV�ZHOO�� ,I� WKH� ILVFDO� DQG�PRQHWDU\�
SROLFLHV�FRPSDWLEOH�ZLWK�WKH�HFRQRPLF�SURJUDP�DUH�LPSOHPHQWHG�LQ������DQG�WKH�
VWUXFWXUDO�UHIRUPV�DUH�VXVWDLQHG��ZH�GR�QRW�H[SHFW�DQ\�GHYHORSPHQW�WKDW�PLJKW�
MHRSDUGL]H� WKH� LQIODWLRQ� WDUJHW�� +RZHYHU�� H[FKDQJH� UDWH� YRODWLOLW\� PD\� VWLOO�
UHPDLQ� DV� D� ULVN� IDFWRU� XQOHVV� VWUXFWXUDO� UHIRUPV� UHTXLUHG� WR� HQKDQFLQJ� WKH�
TXDOLW\�RI�SXEOLF�ILQDQFHV�GLVFLSOLQH�LQ�WKH�PHGLXP�DQG�ORQJ�UXQ�DUH�FDUULHG�RXW���

�
,,��/,48,',7<�0$1$*(0(17�$1'�(;&+$1*(�5$7(�32/,&<��
�
*HQHUDO�$VVHVVPHQW�

�
����7KH� &HQWUDO� %DQN� GHHPV� VWDELOLW\� DQG� GHYHORSPHQWV� LQ� ILQDQFH� PDUNHWV� DV� D�

VXSSRUWLYH� JRDO� IRU� DQ� HIIHFWLYH� LPSOHPHQWDWLRQ� RI� SROLFLHV� SHUWDLQLQJ� WR� SULFH�
VWDELOLW\��7KHUHIRUH��WKH�&HQWUDO�%DQN��ZKRVH�SULPDU\�REMHFWLYH�LV�WR�DFKLHYH�DQG�
PDLQWDLQ�SULFH�VWDELOLW\��ZLOO�FRQWLQXH�WR�FRQGXFW� OLTXLGLW\�SROLF\�LQ� OLQH�ZLWK�WKH�
ILQDO� JRDO� RI� SULFH� VWDELOLW\� DQG� WR� PDNH� DOO� QHFHVVDU\� FRQWULEXWLRQV� WR� WKH�
VWDELOLW\�DQG�GHYHORSPHQW�RI�ILQDQFH�PDUNHWV��
�

�����,W�LV�QRZ�JHQHUDOO\�DFFHSWHG�WKDW�WKH�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH�KDV�KDG�D�
VLJQLILFDQW� UROH� LQ� HVWDEOLVKLQJ� D� PRUH� VWDEOH� HFRQRP\� DQG� GHFUHDVLQJ�
YXOQHUDELOLW\� WR� LQWHUQDO� DQG� H[WHUQDO� VKRFNV�� )ORDWLQJ� H[FKDQJH� UDWH� UHJLPH��
which was consider ed as a “won’t  wor k f or  us” r egime –DOWKRXJK�LPSOHPHQWHG�LQ�
DSSUR[LPDWHO\����FRXQWULHV�LQ�������VHHPV�QRZ�WR�EH�HVWDEOLVKHG���0HDQZKLOH��LW�
KDV�EHFRPH�FOHDU� WKDW�H[FKDQJH�UDWH��ZKLFK� LV�D�SROLF\� LQVWUXPHQW� LQ�FXUUHQF\�
peg r egime, and t her ef or e a “cause”, r esult s f r om t he economic f undament als, 

WKH�FXUUHQW�VWDELOLW\�SURJUDP�DQG�H[SHFWDWLRQV��EXW�HVSHFLDOO\�IURP�WKH�EDODQFH�



RI�SD\PHQWV�H[SHFWDWLRQV��$W�WKLV�SRLQW��LW�ZLOO�EH�EHQHILFLDO�WR�FODULI\�RQFH�DJDLQ�
t he t wo point s r egar ding t he Cent r al Bank’s exchange r at e policy, which is 

VRPHWLPHV�GHEDWHG�LQ�WKH�SXEOLF��
�
�����7KH�ILUVW�SRLQW�LV�UHODWHG�WR�WKH�YRODWLOLW\�LQWHUYHQWLRQV��,W�LV�QRW�UHOHYDQW�WR�WU\�

WR�PHDVXUH�H[FHVVLYH�YRODWLOLW\�LQ�H[FKDQJH�UDWHV�WKURXJK�D�PHFKDQLFDO�ZD\��)RU�
LQVWDQFH�� MXVW� ORRNLQJ� RYHU� WKH� UHFHQW� YRODWLOLW\� GDWD� ZRXOG� QRW� EH� D� KHDOWK\�
appr oach t o est imat ing t he cent r al banks’ int er vent ion t iming, since t he cent r al 

EDQNV� KDYH� WR� FRQVLGHU� WKH� SURVSHFWLYH� LPSDFWV� RI� WKHLU� VWHSV� LQ� WKH� IXWXUH��
Wit hin t his f r amewor k, such consider at ions as “I f  t he Cent r al Bank had been 

sincer e in t he volat ilit y cr it er ia, t han it  should have int er vened by now”, or  “Last  

LQWHUYHQWLRQ�GLG�QRW�WDNH�SODFH�GXH�WR�YRODWLOLW\��WKH�&HQWUDO�%DQN�LQWHUYHQHG�MXVW�
by looking at  t he level” would be inaccur at e and unj ust , so long as t hese 

FRQVLGHUDWLRQV� GHSHQGHG� RQ� WKH� SDVW� YRODWLOLW\� GDWD� RQO\�� � :KLOH� PDNLQJ�
LQWHUYHQWLRQ� GHFLVLRQV�� WKH� &HQWUDO� %DQN� GRHV� QRW� RQO\� WDNH� LQWR� DFFRXQW� WKH�
PDJQLWXGH� RI� FXUUHQW� RU� SDVW� YRODWLOLW\�� EXW� DOVR� WU\� WR� IRUHVHH� WKH� IXWXUH�
PDJQLWXGHV�RI�YRODWLOLW\�XQGHU�FRQGLWLRQV�ZKHUH�LQWHUYHQWLRQ�KDV�WDNHQ�SODFH�RU�
QRW����

�
����7KH� VHFRQG� SRLQW� LV� UHODWHG� WR� IRUHLJQ� H[FKDQJH� SXUFKDVLQJ� DXFWLRQV��

7KHRUHWLFDOO\��LQ�D�JHQXLQH�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��WKH�IRUHLJQ�H[FKDQJH�
UHVHUYH�OHYHO�LV�QRW�VXSSRVHG�WR�EH�VLJQLILFDQW��'HSDUWLQJ�IURP�WKLV�DVVXPSWLRQ��
t he Cent r al Bank’s ef f or t s t o implement  f loat ing exchange r at e r egime and at  

WKH� VDPH� WLPH� WR� LQFUHDVH� UHVHUYHV� WKURXJK� IRUHLJQ� H[FKDQJH� SXUFKDVLQJ�
DXFWLRQV� PLJKW� VHHP� FRQWUDGLFWRU\� DW� ILUVW� JODQFH�� +RZHYHU�� WKHUH� LV� QR�
FRQWUDGLFWLRQ�� (VSHFLDOO\� LQ� GHYHORSLQJ� HFRQRPLHV�� D� VWURQJ� IRUHLJQ� H[FKDQJH�
UHVHUYH�SRVLWLRQ�FRQWULEXWHV�WR�RYHUFRPLQJ�WKH�QHJDWLYH�LPSDFWV�RI�LQWHUQDO�DQG�
H[WHUQDO� VKRFNV�� UHDOL]LQJ� H[WHUQDO� GHEW� VHUYLFH� V\VWHPDWLFDOO\� DQG� LQFUHDVLQJ�
FRQILGHQFH� RI� LQWHUQDWLRQDO� ILQDQFLDO� PDUNHWV� LQ� WKH� FRXQWU\�� 7KH� JHRJUDSKLFDO�
SRVLWLRQ�RI�7XUNH\��LWV�H[WHUQDO�GHEW�VHUYLFH�DQG�WKH�IRUHLJQ�H[FKDQJH�GHSRVLWV�



KHOG� DW� WKH� &HQWUDO� %DQN�� ZKLFK� FDUULHV� DQ� REOLJDWLRQ� WR� WKH�ZRUNHUV� UHVLGLQJ�
DEURDG�� PDNH� WKH� IRUHLJQ� UHVHUYHV� HYHQ� PRUH� VLJQLILFDQW�� HYHQ� LI� XQGHU� WKH�
IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��2I�FRXUVH�WKLV�VLJQLILFDQFH�LV�QRW�DV�PXFK�DV�LW�LV�
LQ�WKH�IL[HG�H[FKDQJH�UDWH�UHJLPH�RU�FXUUHQF\�SHJ�UHJLPH��

�
����$QRWKHU� SRLQW� WR� EH� FRQVLGHUHG� UHJDUGLQJ� WKH� IRUHLJQ� H[FKDQJH� SXUFKDVLQJ�

DXFWLRQV� LV� WKH� IRUHLJQ� H[FKDQJH� GHQRPLQDWHG� DVVHWV� RI� WKH� HFRQRPLF� DJHQWV�
DFFXPXODWHG�RYHU�WKH�\HDUV�GXH�WR�SDVW�LQVWDELOLWLHV���'ROODUL]DWLRQ��LV�H[SHFWHG�
WR� ORVH� JURXQG� RYHU� WLPH� GXH� WR� GUDVWLF� FKDQJHV� LQ� WKH� FRUUXSW� HFRQRPLF�
VWUXFWXUH�� ZKLFK� LV� DFWXDOO\� WKH� PDLQ� UHDVRQ� RI� GROODUL]DWLRQ�� � 7KLV� SURFHVV� LV�
act ually called t he “UHYHUVH� FXUUHQF\� VXEVWLWXWLRQ” and at  t his point , t he 

dif f er ence bet ween t he “UHYHUVH� VWRFN� GROODUL]DWLRQµ� DQG� WKH� ´UHYHUVH� IORZ�
GROODUL]DWLRQµ� VKRXOG� EH� LGHQWLILHG�� *HQHUDOO\�� DW� WKH� RXWVHW� RI� D� UHYHUVH�
FXUUHQF\� VXEVWLWXWLRQ� SURFHVV�� RU� PD\� EH� IRU� D� FHUWDLQ� SHULRG�� UHYHUVH� IORZ�
GROODUL]DWLRQ� LV�H[SHFWHG�WR�GRPLQDWH��,Q�RWKHU�ZRUGV��HYHQ�WKRXJK�WKHUH� LV�QR�
GHFOLQH�LQ�WKH�);�GHQRPLQDWHG�ILQDQFLDO�DVVHWV�KHOG�LQ�WKH�SRUWIROLRV�RI�HFRQRPLF�
XQLWV��WKH�UHDO�YDOXH�RI�WKHVH�DVVHWV��IRU�LQVWDQFH�WKH�UDWLR�RI�);�GHQRPLQDWHG�
ILQDQFLDO� DVVHWV� WR� QDWLRQDO� LQFRPH�PLJKW�GHFUHDVH� LQ�WLPH�DQG�FRPH�GRZQ�WR�D�
PDUJLQDO� OHYHO�� ,I� MXVW� WKH� RSSRVLWH� LV� QRWLFHG� IRU� WKH� QDWLRQDO� FXUUHQF\�
GHQRPLQDWHG� ILQDQFLDO� DVVHWV� GXULQJ� WKH� VDPH� SHULRG�� WKHQ� LW� FDQ� EH� DVVHUWHG�
WKDW�D�UHYHUVH�IORZ�GROODUL]DWLRQ� LV�WDNLQJ�SODFH��7KLV�DOVR�PHDQV�WKDW�UHODWLYH�
IRUHLJQ�H[FKDQJH�GHPDQG� LV�GHFUHDVLQJ��0HDQZKLOH��GLVVROYLQJ�);��GHQRPLQDWHG�
ILQDQFLDO�DVVHW�VWRFNV�ZRXOG�PHDQ�DQ�LQFUHDVH�LQ�UHODWLYH�IRUHLJQ�FXUUHQF\�VXSSO\�
DV�ZHOO� DV� D� GHFUHDVH� LQ� IRUHLJQ� FXUUHQF\� GHPDQG�� ,Q�ERWK� FDVHV�� DW� D� FHUWDLQ�
SULFH� OHYHO�� LW� FDQ� EH� GHQRWHG� WKDW� DQ� H[FHVV� IRUHLJQ� H[FKDQJH� VXSSO\� LV�
GHYHORSHG�� 7KXV�� WKH� &HQWUDO� %DQN� GRHV� QRW� GHFLGH� RQ� IRUHLJQ� H[FKDQJH�
SXUFKDVLQJ�DXFWLRQV�MXVW�E\�ORRNLQJ�DW�WKH�VWRFN�YDOXHV��

�
�
�



�
/LTXLGLW\�0DQDJHPHQW�DQG�([FKDQJH�5DWH�3ROLF\�LQ������

�
����)ROORZLQJ� WKH� )HEUXDU\� ����� FULVLV�� WKH� &HQWUDO� %DQN� SXUFKDVHG� JRYHUQPHQW�

VHFXULWLHV� ZRUWK� 7/� ��� TXDGULOOLRQ� IURP� VWDWH�RZQHG� EDQNV� DQG� WKH� EDQNV�
WUDQVIHUUHG�WR�6DYLQJ�'HSRVLWV�,QVXUDQFH�)XQG� �6',)�� LQ�RUGHU�WR�PHHW�WKHLU�
VKRUW�WHUP� OLTXLGLW\� QHHGV�� DQG� WKLV�� LQ� WXUQ�� FUHDWHG� D� VXEVWDQWLDO� DPRXQW� RI�
H[FHVV� OLTXLGLW\� LQ�WKH�PDUNHW��7KLV�H[FHVV�OLTXLGLW\�SUHYDLOHG�WKURXJKRXW������
DQG�ZDV�7/�����TXDGULOOLRQ�E\�WKH�HQG�RI�WKH�\HDU��

�
�����([FHVV� OLTXLGLW\� SHUVLVWHG� DQG� YDULHG� EHWZHHQ� 7/� �� TXDGULOOLRQ� DQG� 7/� ���

TXDGULOOLRQ� WKURXJKRXW� ������ � 7KH� 7XUNLVK� OLUD� FUHDWHG� WKURXJK� SXUFKDVLQJ� RI�
IRUHLJQ�H[FKDQJH�E\�WKH�&HQWUDO�%DQN��LQWHUHVWV�GLVEXUVHG�DV�D�UHVXOW�RI�H[FHVV�
OLTXLGLW\�ZLWKGUDZQ�WKURXJK�RSHQ�PDUNHW�RSHUDWLRQV�DQG�LQWHUHVWV�GLVEXUVHG�IRU�
UHVHUYH� UHTXLUHPHQWV� KDYH� EHHQ� WKH� IDFWRUV� WKDW� SXVKHG� XS� H[FHVV� OLTXLGLW\��
Especially, t he cr eat ion of  excess liquidit y t hr ough t he Cent r al Bank’s int ensive 

SXUFKDVH�RI�IRUHLJQ�H[FKDQJH�DV�D�UHVXOW�RI�UHYHUVH�FXUUHQF\�VXEVWLWXWLRQ�DQG�
IRUHLJQ�H[FKDQJH� LQIORZ�IDFLOLWDWHG� WKH�7XUNLVK� OLUD�ERUURZLQJ�DQG�QHW�IRUHLJQ�
FXUUHQF\�GHEW�SD\PHQW�EDFN�RI�WKH�7UHDVXU\��DQG� LQ�D�VHQVH�KDV�SURYLGHG�WKH�
7UHDVXU\� DQ� RSSRUWXQLW\� WR� VWHULOL]H� H[FHVV� OLTXLGLW\�� 7KXV�� IRUHLJQ� H[FKDQJH�
GHEW� SD\PHQW� EDFN� E\� WKH� 7UHDVXU\�� GLVEXUVHPHQW� RI� JRYHUQPHQW� VHFXULW\�
FRXSRQV�KHOG�DW�&HQWUDO�%DQN�SRUWIROLR�E\�WKH�7UHDVXU\�DQG�WKH�ULVH�LQ�GHPDQG�
IRU� EDVH� PRQH\� KDYH� EHHQ� WKH� IDFWRUV� WKDW� GHFUHDVHG� H[FHVV� OLTXLGLW\�� $V� D�
UHVXOW�RI�WKHVH�IDFWRUV��H[FHVV�OLTXLGLW\�EHFDPH�DSSUR[LPDWHO\�7/�����TXDGULOOLRQ�
E\�WKH�HQG�RI�WKH�\HDU��

�
�
����7KH�&HQWUDO�%DQN�VWHULOL]HG�H[FHVV�OLTXLGLW\�LQ�WKH�PDUNHW�LQ�DQ�DFWLYH�PDQQHU��E\�

PHDQV�RI�7XUNLVK�OLUD�GHSRVLW�RSHUDWLRQV�LQ�WKH�,QWHUEDQN�0RQH\�0DUNHW�DQG�RI�
WKH� UHYHUVH� UHSR� WUDQVDFWLRQV� FDUULHG� RXW� ZLWKLQ� WKH� IUDPHZRUN� RI� WKH� RSHQ�
PDUNHW�RSHUDWLRQV�DW�WKH�5HSR�DQG�5HYHUVH�5HSR�0DUNHW�RI�WKH�,VWDQEXO�6WRFN�



([FKDQJH�0DUNHW�DQG�DOVR�HQVXUHG�WKDW�WKH�VKRUW�WHUP�PRQH\�PDUNHW�LQWHUHVW�
UDWHV�UHPDLQHG�DW�WKH�SUH�GHWHUPLQHG�OHYHOV�FRQVLVWHQW�ZLWK�WKH�LQIODWLRQ�WDUJHW��
,Q�DGGLWLRQ�WR�WKH�IRXU�ZHHN�PDWXULW\�7XUNLVK�OLUD�GHSRVLW�DXFWLRQV��WKH�&HQWUDO�
%DQN� VWDUWHG� WZR� ZHHN�PDWXULW\� 7XUNLVK� OLUD� GHSRVLW� SXUFKDVH� DXFWLRQV� LQ�
1RYHPEHU��ZLWK�WKH�DLP�RI�H[WHQGLQJ�WKH�PDWXULW\�RI�WKH�H[FHVV�OLTXLGLW\�LW�KDV�
VWHULOL]HG� DQG�EULQJLQJ�PRUH� IOH[LELOLW\� WR�GHEW�PDQDJHPHQW��&HQWUDO�%DQN�DOVR�
OLIWHG� WKH� OLPLWDWLRQ� RQ� WKH� DXFWLRQ� DPRXQW� WR� IDFLOLWDWH� WKH� VHWWLQJ� RI� WKH�
DPRXQW� WR� EH� SXUFKDVHG� LQ� WKH� DXFWLRQV� IOH[LEO\� DFFRUGLQJ� WR� WKH� PDUNHW�
OLTXLGLW\���

�
����7KH� XQHYHQ� GLVWULEXWLRQ� RI�PDUNHW� OLTXLGLW\� DPRQJ�WKH�PRQH\�PDUNHWV�DQG�WKH�

EDQNV�KDV�H[HUWHG�SUHVVXUH�RQ�WKH�PRQH\�PDUNHW� LQWHUHVW�UDWHV�IURP�WLPH�WR�
WLPH��HVSHFLDOO\�LQ�0D\�-XO\�SHULRG�ZKHQ�H[FHVV�OLTXLGLW\�GHFOLQHG��1HYHUWKHOHVV��
WKH� OLTXLGLW\�IDFLOLW\�SURYLGHG�WR�WKH�SULPDU\�GHDOHU�EDQNV�E\�WKH�&HQWUDO�%DQN�
SUHYHQWHG�H[FHVVLYH�YRODWLOLW\� LQ�WKH�PRQH\�PDUNHW� LQWHUHVW�UDWHV��:LWKLQ�WKLV�
f r amewor k, t he pr imar y dealer  banks r esor t ed t o t he Cent r al Bank’s limit ed r epo 

IDFLOLW\�WKUHH�WLPHV�ZLWKLQ�WKH�VDLG�SHULRG���
�
����7KH� &HQWUDO� %DQN�� ZKRVH� OHJDO� WDVN� LV� WR� DFKLHYH� SULFH� VWDELOLW\�� JLYHV� XWPRVW�

LPSRUWDQFH� WR� WKH� VXSSRUWLQJ� REMHFWLYH� RI� PDLQWDLQLQJ� ILQDQFLDO� VWDELOLW\�� DQG�
WKXV� HIIHFWLYHO\� XVHV� LPPHGLDWH� WRROV� ZKHQ� IDFHG� ZLWK� WKUHDW� WR� ILQDQFLDO�
VWDELOLW\��:LWKLQ� WKLV� IUDPHZRUN�� WKH�&HQWUDO� %DQN�PLQLPL]HV�PDUNHW� YRODWLOLW\�
ZLWK� WKH� KHOS� RI� FHUWDLQ� PHDVXUHV� DQG� DQQRXQFHPHQWV�� 7KH� &HQWUDO� %DQN�
H[WHQGHG�IRUHLJQ�H[FKDQJH�GHSRVLW�IDFLOLW\�WR�WKH�EDQNV�WKDW�ZHUH�H[SHULHQFLQJ�
WHPSRUDU\�VKRUWDJH�RI�IRUHLJQ�H[FKDQJH�OLTXLGLW\�GXULQJ�WKH�,UDT�:DU�LQ�0DUFK��
DQG� HDVHG� WKH� LQWHUHVW� UDWHV� IRU� VXFK� WUDQVDFWLRQV�� 6LPLODUO\�� IROORZLQJ� WKH�
WHUURULVW� DWWDFNV� LQ� ,VWDQEXO� LQ� 1RYHPEHU�� WKH� %DQN� H[WHQGHG� XQOLPLWHG�
ERUURZLQJ� IDFLOLW\� WR� WKH� EDQNV�� WHPSRUDULO\� SXOOHG� GRZQ� WKH� OHQGLQJ� LQWHUHVW�
UDWH��DQG�WKXV�UHGXFHG�WKH�WHQVLRQ�DQG�SRWHQWLDO�YRODWLOLW\�LQ�WKH�PDUNHWV��E\�DOVR�
KHOSLQJ�SD\PHQW�V\VWHPV�WR�ZRUN�VPRRWKO\���

�



����7KH� &HQWUDO� %DQN� DWWDFKHV� XWPRVW� LPSRUWDQFH� WR� WKH� IRUPDWLRQ� RI� H[FKDQJH�
UDWHV� XQGHU�PDUNHW� FRQGLWLRQV� ZLWK� WKH�PLQLPXP� LQWHUYHQWLRQ� SRVVLEOH�� 7KLV� LV�
EHFDXVH�JUHDWHU�VWDELOLW\�LQ�H[FKDQJH�UDWHV�FDQQRW�EH�DFKLHYHG�WKURXJK�DUWLILFLDO�
SUDFWLFHV� RU� IUHTXHQW� LQWHUYHQWLRQV�� EXW� WKURXJK� VWUHQJWKHQHG�PDFURHFRQRPLF�
IXQGDPHQWDOV�DQG� UHGXFHG�IUDJLOLW\� RI�WKH�HFRQRP\��:LWKLQ�WKLV�IUDPHZRUN�� LQ�
������ WKH� &HQWUDO� %DQN� FRQWLQXHG� ZLWK� WKH� HIIHFWLYH� LPSOHPHQWDWLRQ� RI� WKH�
IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� WKDW� ZDV� LQLWLDWHG� IROORZLQJ� WKH� )HEUXDU\� �����
FULVLV�DQG�OHW�H[FKDQJH�UDWHV�EH�IRUPHG�XQGHU�PDUNHW�FRQGLWLRQV��7KH�%DQN�KDV�
QRW� SHUIRUPHG� DQ\� IRUHLJQ� H[FKDQJH� EX\LQJ� RU� VHOOLQJ� RSHUDWLRQV� LQWHQGHG� DW�
GHWHUPLQLQJ� WKH� OHYHO� RU� GLUHFWLRQ� RI� WKH� H[FKDQJH� UDWHV�� The Bank’s f or eign 

H[FKDQJH�EX\LQJ�RU�VHOOLQJ�RSHUDWLRQV�DLPHG�DW�FRQWUROOLQJ�H[FHVVLYH�YRODWLOLWLHV��
,Q� WKH� 0D\�2FWREHU� ����� SHULRG�� GXH� WR� HLWKHU� H[FHVVLYH� YRODWLOLW\� LQ� WKH�
H[FKDQJH� UDWHV� RU� WKRVH� GHYHORSPHQWV� WKDW� FRXOG� FDXVH� H[FHVVLYH� YRODWLOLW\� LQ�
WKH�H[FKDQJH�UDWHV��WKH�&HQWUDO�%DQN�LQWHUYHQHG�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�
LQ�WKH�IRUP�RI�IRUHLJQ�H[FKDQJH�EX\LQJ�RSHUDWLRQV��7KH�%DQN�GLG�QRW�UHVRUW�WR�
IRUHLJQ�H[FKDQJH�VHOOLQJ�RSHUDWLRQV�LQ�WKH�VDLG�SHULRG���

�
����6WURQJ�LQWHUQDWLRQDO�UHVHUYHV�DUH�FUXFLDO�LQ�WKH�VHQVH�WKDW�WKH\�QRW�RQO\�HQKDQFH�

PDUNHW�FRQILGHQFH�DQG�HIIHFWLYHQHVV�RI�WKH�&HQWUDO�%DQN�PRQHWDU\�SROLF\��EXW�
DOVR� IDFLOLWDWH� GRPHVWLF� DQG� H[WHUQDO� ERUURZLQJ�� :LWKLQ� WKLV� IUDPHZRUN�� WKH�
&HQWUDO� %DQN� LQWHQGV� WR� LQFUHDVH� LQWHUQDWLRQDO� UHVHUYHV� DW� WLPHV� RI� IRUHLJQ�
H[FKDQJH�VXUSOXV��DFWLQJ�LQ�D�PDQQHU�QRW�WR�FRQIOLFW�ZLWK�WKH�IORDWLQJ�H[FKDQJH�
UDWH�UHJLPH�������ZDV�D�\HDU�RI�H[FHVVLYH�IRUHLJQ�H[FKDQJH�VXUSOXV��7RJHWKHU�
ZLWK�LQFUHDVHG�FRQILGHQFH�LQ�WKH�HFRQRPLF�SURJUDP��WKHUH�KDV�EHHQ�D�GHFOLQH�LQ�
IRUHLJQ�H[FKDQJH�GHSRVLW�DFFRXQWV�FRXSOHG�ZLWK�DQ�LQWHQVH�IRUHLJQ�H[FKDQJH�DQG�
EDQNQRWH� LQIORZ� IURP� 0DUFK� RQZDUGV�� ZKLOH� WKH� GHPDQG� IRU� 7XUNLVK� OLUD�
LQVWUXPHQWV�ZDV�HVSHFLDOO\�EROVWHUHG�E\�IRUHLJQ�LQYHVWRUV�IURP�$XJXVW�RQZDUGV��
:LWK� WKH� DLP� RI� VWUHQJWKHQLQJ� LWV� LQWHUQDWLRQDO� UHVHUYHV�� WKH� &HQWUDO� %DQN�
VWHULOL]HG�WKH�IRUHLJQ�H[FKDQJH�VXUSOXV�E\�PHDQV�RI�DXFWLRQV�LQ�KDUPRQ\�ZLWK�WKH�
IORDWLQJ�UHJLPH��,Q�RUGHU�WR� LQFUHDVH�WKH�HIIHFWLYHQHVV�RI�WKH�DXFWLRQ�PHWKRG��



WKH�&HQWUDO�%DQN�PDGH�FHUWDLQ�UHYLVLRQV�LQ�WKH�DPRXQWV�DV�ZHOO�DV�LQ�WKH�PHWKRG�
RI�WKH�DXFWLRQV� LQ� OLQH�ZLWK�WKH�IRUPDWLRQ�RI�D�IRUHLJQ�H[FKDQJH�VXUSOXV�DQG� LQ�
FRQVXOWDWLRQ�ZLWK�WKH�PDUNHW�SDUWLFLSDQWV��7KXV��WKH�%DQN�PRSSHG�XS�D�WRWDO�RI�
86� GROODU� ���� ELOOLRQ� RI� IRUHLJQ� H[FKDQJH�� RI� ZKLFK�86� GROODU� ���� ELOOLRQ� FDPH�
IURP�LQWHUYHQWLRQV�DQG�86�GROODU�����ELOOLRQ�IURP�WKH�DXFWLRQV��7KH�7XUNLVK�OLUD�
OLTXLGLW\�FUHDWHG�LQ�UHWXUQ�HTXDOV�WR�7XUNLVK�OLUD������TXDGULOOLRQ��7KH�DPRXQW�RI�
IRUHLJQ�H[FKDQJH�ERXJKW�E\�WKH�&HQWUDO�%DQN�LQ������LV�WKH�KLJKHVW�HYHU�ERXJKW�
E\�WKH�%DQN�LQ�RQH�VLQJOH�\HDU���

�
����,Q� ������ WKH� &HQWUDO� %DQN� FRQWLQXHG� LWV� FRQWULEXWLRQV� WR� WKH� GHHSHQLQJ� DQG�

HIIHFWLYH� IXQFWLRQLQJ� RI� WKH� ILQDQFLDO� PDUNHWV� E\� UHGXFLQJ� WKH� LQWHUPHGLDWLRQ�
FRVWV�RI�WKH�EDQNLQJ�VHFWRU��:LWK�WKH�DLP�RI�UHIOHFWLQJ�WKH�GHYHORSPHQWV�LQ�WKH�
PDUNHW� LQWHUHVW�UDWHV�� D�UXOH�KDV�EHHQ� ODLG�GRZQ�IRU�WKH�GHWHUPLQDWLRQ�RI�WKH�
LQWHUHVW� UDWH� DSSOLHG� WR� WKH�7XUNLVK� OLUD� UHTXLUHG� UHVHUYHV�� 7KH� UXOH� SURYLGHG�
WKDW�WKH� LQWHUHVW�UDWH�DSSOLHG�WR�WKH�7XUNLVK� OLUD�UHTXLUHG�UHVHUYHV�VKRXOG�EH�
NHSW� ZLWKLQ� ��� WR� ��� SHUFHQW� RI� WKH�ZHLJKWHG� DYHUDJH� RI� WKH� VLPSOH� LQWHUHVW�
UDWHV� DSSOLFDEOH� WR� GHSRVLWV� LQ� WKH� EDQNLQJ� VHFWRU�� %HVLGHV�� HIIHFWLYH� IURP� ��
-DQXDU\�������WKH�&HQWUDO�%DQN�DEDQGRQHG�WKH�SUDFWLFH�RI�FKDUJLQJ�FRPPLVVLRQ�
IURP�WUDQVDFWLRQV��RWKHU�WKDQ�WKRVH�UHDOL]HG�XQGHU�WKH�'D\OLJKW�2YHUGUDIW�/LPLW�
IDFLOLW\�� LQ� WKH� ,QWHUEDQN�0RQH\�0DUNHW��:LWK� WKLV� FKDQJH�� WKH� GLVFUHSDQFLHV�
EHWZHHQ�WKH�&HQWUDO�%DQN�TXRWDWLRQV�DQG�WKH�VHFRQGDU\�PDUNHW� LQWHUHVW�UDWHV�
FDXVHG�E\�WKH�FRPPLVVLRQV�DQG�WD[HV�ZLOO�EH�DYRLGHG�DQG�WKH�RSHUDWLRQDO�FRVWV�RI�
EDQNV�ZLOO�EH�UHGXFHG���

�
����7KH� DPRXQW� RI� H[FHVV� OLTXLGLW\� LQ� WKH� PDUNHWV� PD\� IOXFWXDWH� RQFH� LQ� D� ZKLOH�

GHSHQGLQJ� RQ� �L�� QHW� IRUHLJQ� H[FKDQJH� ERUURZLQJ� RI� WKH� 7UHDVXU\�� �LL�� &HQWUDO�
Bank’s st er ilizat ion of  excess liquidit y t hat  emer ged as a r eVXOW� RI� UHYHUVH�
FXUUHQF\� VXEVWLWXWLRQ�� LQIORZ� RI� QRQ�V\VWHP� IRUHLJQ� H[FKDQJH� DQG� IRUHLJQ�
LQYHVWPHQW�� �LLL�� WKH� DPRXQW� RI� FUHGLW� WR� EH� H[WHQGHG� WR� WKH� 6DYLQJ� 'HSRVLWV�
,QVXUDQFH�)XQG�DJDLQVW�SD\PHQW�WR�WKH�ZURQJHG�,PDUEDQN�GHSRVLWRUV��KRZHYHU��



LW�LV�H[SHFWHG�WKDW�WKH�H[FHVV�OLTXLGLW\�ZLOO�FRQWLQXH�WKH�FRXUVH�RI�WKH�DYHUDJH�RI�
�������

�
����$V�D�SUHSDUDWLRQ�IRU� LQIODWLRQ�WDUJHWLQJ�VWUDWHJ\�DQG�ZLWKLQ�WKH�IUDPHZRUN�RI�

WKH� PRGHUQ� EDQNLQJ� SUDFWLFHV�� LPSRUWDQW� FKDQJHV� ZHUH� LQWURGXFHG� LQ� WKH�
RSHUDWLRQDO�VWUXFWXUH�RI�WKH�PRQHWDU\�SROLF\�LQ������DQG�WKH�VDLG�SUDFWLFHV�ZHUH�
VWUHQJWKHQHG� LQ� ������ 7KHUHIRUH�� QR� VXEVWDQWLDO� FKDQJHV� DUH� HQYLVDJHG� LQ� WKH�
OLTXLGLW\� PDQDJHPHQW� VWUDWHJ\� LQ� ������ ([FHVV� OLTXLGLW\� LQ� WKH� PDUNHW� ZLOO�
FRQWLQXH�WR�EH�VWHULOL]HG�E\�PHDQV�RI�7XUNLVK�OLUD�GHSRVLW�WUDQVDFWLRQV� LQ�WKH�
,QWHUEDQN� 0RQH\� 0DUNHW� DQG� UHYHUVH� UHSRV� DW� WKH� ,VWDQEXO� 6WRFN� ([FKDQJH�
5HSR�5HYHUVH� 5HSR� 0DUNHW� XQGHU� WKH� RSHQ� PDUNHW� RSHUDWLRQV�� $OWKRXJK� QR�
OLTXLGLW\�VKRUWDJH�LV�H[SHFWHG�LQ�������VWDQGDUG�DQG�GD\OLJKW�UHSR�DXFWLRQV�ZLOO�
EH�DFWLYHO\�XVHG�DQG�VKRUW�WHUP� LQWHUHVW�UDWHV�ZLOO�EH�IRUPHG� LQ� OLQH�ZLWK�WKH�
Cent r al Bank’s int er est  r at es.�

�
����$W�WKLV�SRLQW��LW�ZRXOG�EH�KHOSIXO�WR�UHLWHUDWH�WKH�FXUUHQW�PDUNHW�DUUDQJHPHQWV�

DQG�WKH�RQHV�WKDW�DUH�HQYLVDJHG�WR�EH�LQWURGXFHG�LQ�������
D�� :LWKLQ�WKH�Ir amewor k of  daily t r ansact ions and “Lat e Liquidit y Window” 

IDFLOLW\�� &HQWUDO� %DQN� ZLOO� FRQWLQXH� WR� DQQRXQFH� OHQGLQJ� DQG� ERUURZLQJ�
LQWHUHVW� UDWHV� LQ� OLQH�ZLWK�WKH� LQIODWLRQ�WDUJHW��7KXV�� VKRUW�WHUP�PRQH\�
PDUNHW�LQWHUHVW�UDWHV�ZLOO�EH�IRUPHG�ZLWKLQ�WKH�FHUWDLQ�EDQG��:LWKLQ�WKLV�
IUDPHZRUN�� WKH� EDQNV� ZLOO� EH� DEOH� WR� FDUU\� RXW� OHQGLQJ� RU� ERUURZLQJ�
RSHUDWLRQV� ZLWK� WKH� &HQWUDO� %DQN� ZLWKLQ� WKHLU� OLPLWV� DW� WKH� ,QWHUEDQN�
0RQH\�0DUNHW�EHWZHHQ�������������KRXUV�DQG�DW�WKH�,6(�5HSR�5HYHUVH�
5HSR�0DUNHW�EHWZHHQ��������������KRXUV�����

E�� 7KH�&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�SURYLGH�WHPSRUDU\�OLTXLGLW\�WR�WKH�EDQNV�
EHWZHHQ�������D�P��–������S�P���UHVWULFWHG�ZLWK�OLPLWDWLRQV�RI�WUDQVDFWLRQV�
wit hin t he f r amewor k of   “Daylight  Over dr af t  Limit ”. �

F�� 7KH�&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�SURYLGH�OLTXLGLW\�WR�WKH�EDQNV�WKDW�DUH�LQ�
QHHG�RI�WHPSRUDU\�OLTXLGLW\��ZLWKRXW�DQ\�OLPLWDWLRQV��EHWZHHQ�������������



hour s, t hr ough “Lat e Liquidit y Window Facilit y” wit hin t he f r amewor k of  

t he “Lender  of  Last  Resor t ” f unct ion, pr ovided t he subj ect  banks keep 

DGHTXDWH�VHFXULWLHV���
G�� 7KH� OLTXLGLW\�IDFLOLW\�SURYLGHG�WR�WKH�SULPDU\�GHDOHU�EDQNV�WKURXJK�UHSR�

WUDQVDFWLRQV� FRQGXFWHG� ZLWKLQ� WKH� IUDPHZRUN� RI� WKH� RSHQ� PDUNHW�
RSHUDWLRQV�ZLOO�FRQWLQXH�DQG�WKH�LQWHUHVW�UDWHV�IRU�WKH�VXEMHFW�RSHUDWLRQV�
ZLOO� EH� ORZHU� WKDQ� WKDW� applicable t o t he Cent r al Bank’s daily lending 

RSHUDWLRQV����
H�� 7KH�&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�KROG�7XUNLVK�OLUD�GHSRVLW�DXFWLRQV�WKDW�LW�

LQWURGXFHG�WR�H[WHQG�WKH�PDWXULW\�RI�WKH�WHUP�RI�VWHULOL]HG�OLTXLGLW\�DQG�
WR�DFWLYDWH�PRQHWDU\�SROLF\����

I�� $OWKRXJK�H[FHVV� OLTXLGLW\� LV�H[SHFWHG�WR�FRQWLQXH�LQ������DV�ZHOO�� LQ�WKH�
HYHQW�RI�D�7XUNLVK�OLUD�OLTXLGLW\�VKRUWDJH��QRUPDO�UHSR�WHQGHUV�DQG�TXLFN�
UHSR�WHQGHUV�ZLOO�EH�UHVXPHG���

J�� %DQNV�ZLOO�EH�DEOH�WR�EX\�IRUHLJQ�H[FKDQJH�GHSRVLWV�IURP�WKH�&HQWUDO�%DQN�
ZLWKLQ�WKH�GHVFULEHG�OHQGLQJ�OLPLWV�DW�WKH�)RUHLJQ�([FKDQJH�0DUNHW�DW�WKH�
)RUHLJQ� ([FKDQJH� DQG� %DQNQRWHV� 0DUNHW�� 0RUHRYHU�� WKH� LQWHUPHGLDWLRQ�
WUDQVDFWLRQV�DW�WKH�PHQWLRQHG�PDUNHW�ZLOO�FRQWLQXH�WR�EH�OLPLWHG�ZLWK�WKH�
YROXPH� RI� GHSRVLWV� WKDW� WKH\� WRRN� RYHU� IURP� WKH� EDQNV� WDNHQ� LQWR� WKH�
UHFHLYHUVKLS�RI�6',)�LQ��������

�
����$V�ZDV�REVHUYHG�LQ������DQG�������WKH�DERYH�PHQWLRQHG�PDUNHW�DUUDQJHPHQWV�

GR� QRW� RQO\� VHUYH�WR� DQ�HIIHFWLYH� OLTXLGLW\�PDQDJHPHQW��EXW� DOVR� WR� SUHYHQWLQJ�
WKH�QHJDWLYH�LPSDFWV�RI�SRVVLEOH�H[RJHQRXV�VKRFNV�RQ�WKH�PDUNHWV�DQG�H[FHVVLYH�
YRODWLOLW\�LQ�VKRUW�WHUP�7XUNLVK�OLUD�LQWHUHVW�UDWHV��,Q�RUGHU�WR�DFWLYDWH�PRQHWDU\�
SROLF\�� WKH�&HQWUDO�%DQN�PD\� LPSO\�QHZ�DUUDQJHPHQWV� LQ�DGGLWLRQ�WR�WKH�DERYH��
PHQWLRQHG�RQHV�ZKHQ�LW�GHHPV�QHFHVVDU\��

�
����7KH�IORDWLQJ�IRUHLJQ�H[FKDQJH�UHJLPH�ZLOO�FRQWLQXH�LQ������DQG�H[FKDQJH�UDWHV�

ZLOO� EH� GHWHUPLQHG� XQGHU� PDUNHW� FRQGLWLRQV�� +RZHYHU�� LQ� FDVH� RI� H[FHVVLYH�



YRODWLOLW\�� WKH�&HQWUDO�%DQN�PD\� LQWHUYHQH� LQ� WKH� IRUHLJQ�H[FKDQJH�PDUNHW� LQ�D�
OLPLWHG�PDQQHU�E\�VHOOLQJ�RU�EX\LQJ�IRUHLJQ�H[FKDQJH��DV�LW�GLG�LQ�������0RUHRYHU��
WKH�&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�EXLOG�XS�LWV�IRUHLJQ�H[FKDQJH�UHVHUYHV�DV�ORQJ�
DV�WKH�GHYHORSPHQWV� LQ�EDODQFH�RI�SD\PHQWV�DQG�UHYHUVH�FXUUHQF\�VXEVWLWXWLRQ�
SURFHVV�DOORZ��7KH�EXLOG�XS�ZLOO�EH�KDQGOHG�E\�PHDQV�RI�SUHDQQRXQFHG�WUDQVSDUHQW�
DXFWLRQV� WKDW� UHO\� RQ�PHFKDQLVPV�HVWDEOLVKHG� LQ� FROODERUDWLRQ�ZLWK� WKH�PDUNHW�
DFWRUV��,Q�FDVH�RI�DQ�DGYHUVH�VLWXDWLRQ��WKH�&HQWUDO�%DQN�PD\��ZLWK�D�SULRU�QRWLFH��
VXVSHQG�WKH�DXFWLRQV�EHIRUH�WKH�HQG�RI�WKH�SHULRG��,W�VKRXOG�EH�UHLWHUDWHG�KHUH�
WKDW�WKH�IRUHLJQ�H[FKDQJH�UHVHUYHV�KDV�UHDFKHG�TXLWH�D�VDWLVIDFWRU\� OHYHO�DQG�
WKH�&HQWUDO�%DQN�ZLOO�QRW�UHVRUW�WR�DQ\�XQGXH�LQWHUYHQWLRQV��7KH�&HQWUDO�%DQN�ZLOO�
FRQWLQXH� WR� DWWDFK� XWPRVW� LPSRUWDQFH� WR� KDYLQJ� D� VWURQJ� UHVHUYH� SRVLWLRQ� DQG�
SUXGHQW�PDQDJHPHQW�RI�WKLV�UHVHUYH��ZKLFK�LV�WKH�QDWLRQDO�ZHDOWK�RI�7XUNH\���

�
����7KRXJK�HPSKDVL]HG�VHYHUDO�WLPHV�E\�WKH�%DQN��ZH�ZDQW�WR�KLJKOLJKW�RQFH�PRUH�

WKH�ULVNV�RI�EHDULQJ�RSHQ�RU�H[FHVVLYH�IRUHLJQ�H[FKDQJH�SRVLWLRQ�XQGHU�IORDWLQJ�
H[FKDQJH�UDWH�UHJLPH��,Q�IORDWLQJ�H[FKDQJH�UDWH�UHJLPHV��WKH�UDWHV�PD\�GLVSOD\�
VHYHUH� XSV� DQG� GRZQV� GXH� WR� H[RJHQRXV� VKRFNV�� HFRQRPLF� GHYHORSPHQWV� DQG�
FKDQJHV� LQ� H[SHFWDWLRQV�� 7KH� WHQGHQF\� WR� KROG� RSHQ� RU� H[FHVVLYH� IRUHLJQ�
H[FKDQJH� SRVLWLRQV� IXUWKHU� DJJUDYDWHV� WKH� VHYHULW\� RI� WKHVH� IOXFWXDWLRQV��)RU�
WKLV� UHDVRQ�� WKH� HFRQRPLF� DJHQWV� DUH� UHFRPPHQGHG� WR� UHIUDLQ� IURP� KROGLQJ�
IRUHLJQ� H[FKDQJH�SRVLWLRQ� ULVN� DQG� WR�EDODQFH� WKHLU� );�SRVLWLRQV�ZLWK� IRUZDUG�
WUDQVDFWLRQV��7KHUHIRUH��XWLOL]DWLRQ�DQG�SRSXODULW\�RI�WKH�IRUZDUG�WUDQVDFWLRQV�
PDUNHW�LV�YHU\�LPSRUWDQW��7KH�&HQWUDO�%DQN�SURYLGHG�JUHDW�VXSSRUW�WR�WD[DWLRQ�
DQG� LQIUDVWUXFWXUH� DUUDQJHPHQWV� RI� IRUZDUG� WUDQVDFWLRQV�PDUNHW� DQG� DFWLYHO\�
SDUWLFLSDWHG� LQ� WKH� SXEOLFLW\� FDPSDLJQ� IRU� LW�� 7KH� &HQWUDO� %DQN� ZHOFRPHV� WKH�
FRQWULEXWLRQ� PDGH� E\� WKLV� SXEOLFLW\� FDPSDLJQ� RQ� WKH� GHYHORSPHQW� RI� IRUZDUG�
WUDQVDFWLRQV� PDUNHW� LQ� ������ +RZHYHU�� WKH� FXUUHQW� GHYHORSPHQWV� DUH� QRW�
FRQVLGHUHG�WR�EH�DGHTXDWH��7KHUHIRUH��WKH�&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�SURYLGH�
VXSSRUW�WR�WKH�IRUZDUG�WUDQVDFWLRQV�PDUNHW�LQ�WKH�ILHOGV�RI�WHFKQLFDO�DVVLVWDQFH�
DQG�SXEOLFLW\�LQ������DV�ZHOO���
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