The Effectiveness of Monetary Policy Communication:

Evidence from Thailand




“When | was at the Federal Reserve, | occasionally observed that
monetary policy is 98 percent talk and only 2 percent action.

The ability to shape market expectations of future policy through

public statements is one of the most powerful tools the Fed has.”

Ben S. Bernanke

March 30, 2015
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-1-
Tone & Data-
dependent

“The Board will continue to implement
every measure necessary to promote
the proper functioning of the financial
markets and compliance with the
Bank’s inflationary and financial stability
objectives.” (BCCh , March 2020)

EXTREMELY WEAK

nsdeaNsing FG daedamileanisaianisallaaniinsaitlifeans uiuszdnsnavas FG Nfenadas trade-off i commitment #igeUu

(Ehrman et al., 2019)
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Forward AGuidance (FG)

-2-
Open-ended

“We expects the key ECB
interest rates to remain at
present or lower levels for an
extended period of time.”
(ECB, July 2013)

-3-

State-Contingent

“We expect them to remain at their
present or lower levels until we have
seen the inflation outlook robustly
converge to a level sufficiently close
to, but below, 2% within our
projection horizon, ....”

(ECB, July 2020)

Degree of Commitment

_4-

Calendar-based

“We expect to keep the
OCR at this level through
2019 and into 2020”
(RBNZ, November 2018)

EXTREMELY STRONG

[
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AATIZIHIULUUT1889 Vector Autoregression (VAR)*

WUUIIAD9 A without communication index (Cl) LUUR1a8d B A A with communication index (CI)

Endogenous variables Usznaunig

A
[ \

inflation, growth, RP1D, inflation gap inflation, growth, RPlD@inﬂation gap

Tne n = {MPtone;, MPdirection, Skewness}

Inflation expectation (1Y ahead) gap = i = {Press, Edited Minutes, MPR}
Consensus forecast — BOT forecast '

*saneing Tidayasneglasunal 2004Q1-2020Q1

@eonanuau lag length iy 1 lag laeld Schwartz information criteria (SIC) wag Hannan-Quinn information criterion (HQ)
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Policy recommendation for MP effective communication
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3. 91aa1sa 1Y Forward guidance Awanzauiilang Effective lower bound (ELB)
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