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Main points

• Provide legal and actual (new) indices of 
bank independence.

• Use this method to analyze the impact and 
desirability of CB independence following 
the Israeli case. 

• Legal Independence: An index of 16 
indicators taken from the CB legal charter 
(law) – including main adjustments.



Main points (cont.)

• Actual Independence index: An index that 
is based on the same rational as Legal 
with items related to independence in: 
monetary policy (OMO, capital controls, 
etc.); Lending to the Gov’t; Objectives.

• Actual index includes formal legal 
changes, MOU and behavior. 

• Main difficulty: Actual is more subjective 
index than the Legal.











Comments

1. Actual vs. Legal: Many of the actual 
changes are legal and these should be 
separated: Example. 

2. Suggestion: Add (or provide a third) to the 
Legal the actual legal changes and 
MOU’s. 

3. Important actual change is the personality
in charge: B, F, K and S. Add personality
component to the Actual.



Comments (cont.)
• Capital Controls and Monetary Policy: 

The last action - In 1.1.2005 the tax on 
capital gains from Israeli and non-Israeli 
stocks are equalized. July 11, 2006 – 5% 
of liquid assets are abroad. 

• How these facts expected to affect 
monetary policy in July 13 – as war 
erupted? 

• Economic Advisor: formal channel of 
communication.
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