>

UNIVERSITEIT
GENT

FACULTEIT ECONOMIE
EN BEDRIJFSKUNDE

TWEEKERKENSTRAAT 2
B-9000 GENT

:32- (0)9 - 264.34.61
:32- (0)9 - 264.35.92

Tel.
Fax.

WORKING PAPER

?)%‘D( )

. CS )
00“0“\\
oc

. aCt
Monetary Pollcyﬂgm&

in Central and Eastern European
Co \ﬂt}‘i’?%s: Does the Exchange Rate Matter?
?ub“she

Michael Frommel
Garo Garabedian

Franziska Schobert

August 2009

2009/611

D/2009/7012/63



Monetary Policy Rules in Central and Eastern European
Countries: Does the Exchange Rate Matter?*

Michael Frommel, Ghent University, Belgidm
Garo Garabedian, Ghent University and HogeschoehGlBelgium

Franziska Schobert, Deutsche Bundesbank, Germany

August 2009

JEL classification: E52, E58, P20
Keywords: monetary policy, Taylor rules, transiteconomies, CEEC, inflatior%t{t;gb\ing
2\
g0t

20>

‘Dﬂ
Abstract: e 2D

\C
We estimate monetary policy rules fo&@(\ ntnadl @astern European countries (CEEC)
o)

during the period, when tr{e&mf@gred for membprshithe EU and monetary union. By
taking changes_i(r{ Wgﬁ%:y settings explicitlyoiraccount and by introducing several new
methoc\j&@g@g %eatures we significantly improvéraation results for monetary policy rules
in &%C We find that in the Czech Republic, Huygand Poland the focus of the interest
rate setting behaviour switched from defending kg to targeting inflation. For Slovakia,
however, there still seemed to be on ongoing farushe exchange rate. For Slovenia and

only after a policy switch for Romania we find didaelation with inflation as well.

* Any findings, interpretations, and conclusions ahose of the authors and do not
necessarily represent the views of the Deutschal@bank. For helpful suggestions we
would like to thank Gerdie Everaert, Koen Inghetite Robinson Kruse, Robert Tamura
and two anonymous referees. The paper benefits Mdm Gottfries' comments on an
earlier version.
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