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Overview

 Method
 Results
 Comments
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Research questions 

 Effects of explicitly publishing central bank policy projections on 
market interest rates 

 Extent to which the intended forward guidance by the central bank, 
as revealed by published interest rate paths, affects market interest 
rates
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Data and Method 

 Central bank interest rate paths published by Riksbank and Norges
Bank, and market interest rates from 2001-2016

 Construction of two proxy measures for the surprises in published 
interest rate paths:
 difference between the central bank's published path and market 

interest rates on the day before the publication of that path; and
 difference between the revision of the expected path from one 

meeting to the next as published by the central bank and the 
market's revision of future expected interest rates shortly before 
the announcement

 Construction of ‘target factor’ and ‘market path factor’ following 
Gürkaynak et al. (2005) (GSS)
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Results 

 Explicit forward guidance in the form of publishing interest rate 
paths succeeds in moving market interest rates in the desired 
direction, but less than one-to-one.

 Information contained in the published interest rate path has a 
significant effect on the market path, and can explain up to 47% of 
the market path factor

 Central bank and market revisions of interest rate expectations are 
strongly correlated, suggesting that market participants largely 
understand the monetary policy reaction pattern
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Comments 

 Very interesting paper, topical and relevant research question:
 analyses effect of explicit forward guidance, introduced by 

Riksbank, Norges Bank and RBNZ before the global financial 
crisis, and introduced by some other central banks as an 
unconventional monetary policy tool, in addition to large-scale 
asset purchases (LSAPs), after the global financial crisis

 Careful analysis; very useful approach to construct proxy measures 
for surprises in published policy rate paths, which is not commonly 
done (some exceptions: Moessner and Nelson 2008 for New 
Zealand, Bongard et al. 2016 for Federal Reserve)
 similarly, surprises in unconventional monetary policy tool of 

LSAPs are not commonly measured in analysis of effects of LSAPs
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Comments 

 Very useful analysis, since as paper mentions “there are relatively few 
empirical studies investigating the merits of publishing interest rate 
projections” and “Even less attention has been devoted to 
investigating the effects on market rate movements from explicitly 
publishing central bank policy projections”:
 See also recent survey on ‘Communication about future policy 

rates in theory and practice’ of Moessner et al. (JES, forthcoming) 
on this



8

Comments 

 Interesting to relate to more commonly used approach following 
GSS of taking market reactions around monetary policy 
announcements as the monetary policy surprises by constructing 
‘target factor’ and ‘market path factor’ 
 For GSS approach, not clear whether ‘market path factor’, which 

is taken as the measure of forward guidance, is due to 
publication of policy rate path, rather than other elements of the 
monetary policy announcement, or large-scale asset purchases
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Comments 
 Results for Sweden and Norway are consistent with those for New 

Zealand (Moessner and Nelson 2008) and Federal Reserve (Bongard 
et al. 2016):
 Surprises in published policy rate paths affect market 

expectations, but less than one-for-one
 Results for Sweden and Norway are consistent with results for 

Sweden that market reaction to macroeconomic news was not 
reduced by introduction of publication of policy rate paths in 2007, 
controlling for effect of the ZLB (Moessner et al. 2016)

→ evidence that markets understand conditionality of the policy rate 
paths published by central banks
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Comments 

 Changes in market expectations between publication dates of policy 
rate paths are correlated with changes in published policy rate paths
 But this need not be due to a good understanding of the central 

bank’s reaction function, as suggested in the paper. 
 It could also/instead be due to signalling by the central bank (eg

in speeches) in between policy path publication dates, without 
providing a better understanding of the reaction function
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Comments 

 For Norway, 1-month market interest rates are constructed from US 
interest rates, spot and forward exchange rates against the USD by 
assuming CIP

 Large and persistent deviations from CIP for the USD have occurred 
during the global financial crisis and in recent years, see eg Avdjiev 
et al. (2016). 
 How relevant are CIP deviations for NOK and SEK against the 

USD at the 1-month horizon?

 Could control for effects of macroeconomic news, especially in 
persistence regressions using changes in market interest rates over 
several days 
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Comments 

 Federal Reserve introduced explicit forward guidance already before 
date of December 2012 mentioned in the paper 
 For effects of explicit Fed forward guidance pre-crisis see 

Moessner and Nelson 2008, post-crisis see eg Moessner 2013. 
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THANK YOU 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


