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“Never explain, never apologise."

Montagu Norman, the Governor of the Bank of England from 1921 to 1944

Source: Time Magazine, July 21 1941; http://www.time.com/time/magazine/article/0,9171,765841,00.html
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The good old days?

Chairman Ben S. Bernanke, at the Cato Institute 25th Annual Monetary Conference, 
Washington, D.C. November 14, 2007

“Many central bankers of Norman's time (and, indeed, 
well into the postwar period) believed that a certain 
mystique attached to their activities and that allowing the 
public a glimpse of the inner workings would only usurp 
the prerogatives of insiders and reduce, if not grievously 
damage, the effectiveness of policy.”
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Who said…?

“Good communications are a prerequisite if 
central banks are to maintain the democratic 
legitimacy and independence that are essential to 
sound monetary policymaking.” 

“Central bank transparency increases the 
effectiveness of monetary policy and enhances 
economic and financial performance.”

Chairman Ben S. Bernanke, at the Cato Institute 25th Annual Monetary Conference, 
Washington, D.C. November 14, 2007
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And this…?

Kevin L. Kliesen,  Business Economist for the Supervisory Policy and Risk 
Analysis Unit, Federal Reserve Bank of St Louis; CentralBanker, Spring 2008 at 
http://www.stlouisfed.org/publications/pub_assets/pdf/cb/2008/cb_sp_08.pdf

“The degree of transparency practiced by the world's 
central banks varies considerably. For example, the 
European Central Bank has one of the most 
transparent policies, characterized by the ECB 
president's press conference held after each policy 
meeting. 

While much less transparent than the ECB's practice, 
the FOMC's decision to release quarterly economic 
projections is nonetheless a key innovation in helping 
the private sector form judgments about the FOMC's 
future actions.”                                              But…
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…the times they are a changin’
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Transparency, a definition

“Transparency can be defined as an environment in which the central 
bank provides in an open, clear and timely manner all relevant 
information on its mandate, strategy, assessments and policy decisions as 
well as its procedures to the general public and the markets. 

Transparency is ultimately about the genuine understanding by the 
public of the entire process of monetary policymaking…Greater 
transparency not only helps the central bank to carry out its mandate 
more effectively, but also enables it to be more easily held accountable 
for its actions.”

Source: ECB Monthly Bulletin, November 2002
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Note the numbers: 27 and 17

http://www.ecb.int/euro/intro/html/map.en.html

http://www.ecb.int/euro/intro/html/map.en.html
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[alternative map]
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The euro area’s decision makers
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The European Central Bank 
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Maastricht Treaty
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Price stability defined

In October 1998 the Governing Council of the ECB 
announced a quantitative definition of price stability: 

"a year-on-year increase in the Harmonised Index of 
Consumer Prices (HICP) for the euro area of below 
2%...over the medium term". 

The Governing Council aims to maintain inflation rates at 
levels below, but close to, 2% over the medium term.
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Monthly press conference with intro statement
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Text analysis, courtesy of Reuters
28Feb11 RTRS-FACTBOX-
Code words used by the ECB to signal rate hikes

Below is a list of key phrases the bank has used in the past ahead of rate rises and a timeline of their use. 

RATES ARE APPROPRIATE 
The current code wording of choice and a formula the ECB has been using since slashing rates to their 
record low of 1 percent almost two years ago. Any deviation from the phrase in the coming months would 
be viewed as a clear signal that a rate hike was on the way. 

STRONG VIGILANCE 
Traditionally the ECB's code words of choice. The bank used the phrase prolifically during the 2005-2007 
rate hike cycle, typically one month before it raised rates. However, it surprised markets in September 
2007 when it left rates on hold despite using "strong vigilance" the previous month. 

HEIGHTENED ALERTNESS 
Grammatically clumsy but used by the ECB instead of "strong vigilance" a month before it raised rates in 
July 2008. The hike came despite strong warnings from economists and forward-looking data that the 
economy was about to see a sharp slowdown. 

MONITOR VERY CLOSELY 
The phrase "monitoring closely" was once seen as a sign that the bank was 2 months off of raising 
interest rates while "very closely" meant it was on the cards for next month. The term and use of "very" 
has lost its significance in recent years and is now an ever-present in the ECB's monthly statement. 
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Flagship publication: Monthly Bulletin
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Key message in Monthly Bulletin editorial
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Prominent position for MB on website
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[reserve slide about MB]
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Projections add to transparency
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Fed and ECB parallels
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Minutes: Fed yes, ECB no
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Various communication tools promote 
transparency

• Monthly Bulletin
• Monthly press conferences
• Annual Report
• Speeches & interviews
• President reports to the European Parliament’s 

Committee on Economic and Monetary Affairs 
(quarterly)

• Visitor groups
• Academic conferences
• ECB website
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Speeches & interviews (86, 11)
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Accidents happen
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Twitter and YouTube [reserve]
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[reserve slide]

• Text, text, text, 
• For highlighting text, you can use one of the following 

colours: 
– Yellow, 
– mustard, 
– orange. 

Instructions: 
• you may use this slide for the text of your presentation

• if you wish to highlight parts of your text, you may choose between the above colours
• as with the title, the font should always be Gill Sans MT, with a font size between 18 and 36
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