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Wihat IS transparency?

TWe types off definitiens
n [nfermatien Symmetny.
s Effective communication

iransparency. requires symmetmic infermation
PEtWeen the monetary, authenity: and: the: puklic?

(Geraats 2002).

“Ilransparency. INVoeIVes: effective: communicaton
off the policy: related Infermatien By the cential
pank te the generall pulklic er clarty’ off that
iInfermation™ (Winkier 2002).




Wiy Transparency?

Politicall Benefits

x Accountanility ofi the Independent cential
DANKers

s Public support for CBI andi policies

x Promotes public delhate: o) certain ISSUes
Ecenomic Benefits

s lncreased monetany policy: predictaliiby

s Impreved! cential hankers: performance (say.
forecast efficiency)




[HewW: much transparency/?

Complete: transparency. requires releasing| infermatien on
each step inr moenetary’ pelicy. Specifically it nvelves
Infiermation on| the central hank’s' elhjective function,
nstitttionall arrangement of the centrall bank wWithr the
government, the macreeceonomic forecasts; monetary:
policy strategy/, decision making precess, state: ofi the
economy, operational targets of the menetanry: pelicy and
Infermation’ ol achieving these: targets.

IHOWEVEr there s a trade-ofir BEtWeEen GPEenNess and the
clanity, off Infermation releasead




Objectives of the Study.

e measure menetany pPoelicy. transparency
I Pakistan

0 compare actiens by SBP i this regard
10, advanced central vanks: in| the world.




Methodology,

Eljifinger and Geraats (2006)) transparency. Index

EIVe ty/PEes of transparency, each With' three
guestions

Politicall transparency/.

ECOnemIC transparency.

Procedural transparency

PoIlIcy. transparency.

Operationall transparency/.

Equaliwelgts
Maximum score Is 15




Different Types ofi Transparency.

Political transparency’ refers te the opennessiabout monetary policy
objectives, guantification of these objectives and the institutional
setting hetween| government and' the central bank

EConomic tramsparency: refers to releasing| economic Infermation
that centrallhank Uses for monetany. policy. This Includes infermation
@I Curent state' ofi the ecenemy: (data en certain; varianles), the
policy model used for poelicy analysis and the central bank’s intermal
ferecasts.

Procedural transparency: Invelves information on the: explicit policy.
strategy’ and minutes and veting recerds of monetany pelicy.
committees” meetings

Policy. transparency. relates to the 6penness ol menetary pPolicy.
decisions. It involves prompt anneuncement of policy: decisions (on
the: day of implementation), an explanation| of the pelicy: decisions
and: disclesure of policy. Inclination: or likely: future actiens:

Operationall transparency. Invelves: information en deviatien: of
IRstrument fromi the operational target (Coniroll errors), contrikhution
oft monetany: policy. inrachieving the finallgoals and unanticipated
disturibances that may afifect the transmission mechanism




Results — Political Transparency

Formal ebjectives
s Multiple ohjectives witheut clear prieritization
a Elip-fiop policies
Quantification of the Targets
s Shert term (ene year) targets
s But not the medium term
s Projections as monetary lags greater than ene: year

Institutional Arrangement

n 7 Eebruary: 1994, by making menetary’ pelicy: sole: respoensioility
off the SBP

an ordinance IniDecember 2000 makes government Intervene in
the SBP' halance sheet

the tenure of the SBP' gevernoer
the Independence. Is; still partial mr Pakistan (0.47);inr 2004

unexpected horrewingl ofi gevernment from the SBP and degree
off monetization of fiscal deficit IS uncertain
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Results — Economic Transparency.

Economic Data

x Quarterly data on moeney: supply’ and inflatien but net
availlanleren unempleyment, GDP anel capacity
Uitnlization

Viacreeconomic Model
s Question| of existence
x Any model tised for ferecasts

Cenitral Bank’s Intermal Ferecasts
Short term ferecasts for eutput and inflation
Not the medium-term; ferecasts
Eerecast metnodology

ReU@ projections and net the: intermal forecasts, as
policy Instrument path IS missing — how: te guess the
CB commitment
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Economic Transparency in Pakistan
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Results — Preceadural Transparency.

Explicit: Strategy.

s Uncertainty alkout beth the degree as Well as
e timings: off the menetary authiortys
leaning against the winad

s EVen moenetary policy elhjectives are not
explicii

Minutes and Veting Records
s NG such tradition




Results — Policy Trransparency

Prompt Anneuncement off Operational Target

Prompt announcement off policy’ toels but net of the: operatienal
targets

URcertainty regarding the: eperationalftarget
NG private: Infiermation; 6n pPolicy, teols
Target for M2 but net i the'short run andl freguent target miss
Policy Explanation
s Explanation: off policy, chamnges but not fer all
n After a substantial lagl (In reperts)
Poelicy Inclination

s does not puklishiprejection of the futlre pelicy, rate
m the message on future policy actions Is Net much clear
s Not explained: after every policy: meeting
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Results — Operational Transparency.

Control Erroers
x Explanatien for target miss off M2 Inl reports

s 2lSEdeES SemE forecast analysis providing
IRfermatien: on the likelineoed ol target
achievement

Ifransmission DistUrlbances

= only: superficially witheut much: explanatien
s Information on; expected target miss
Poelicy Evaluation

x SUperficial analysisiandinet the exact
contrikution




Results.....
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Overalll Result

Transparency in Pakistan
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Anl Analysis for Comparisen

Transparency Ranking with in One Standard
Deviation
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TThanks, fior yeur patience




