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Exchange rate depreciations after announcements of unconventional monetary policies

Exchange rate developments after major policy

announcements

(cumulative percentage changes; event-study)
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Notes: A negative number indicates a depreciation of the respective nominal effective exchange rate (NEER)
against the currencies of 38 frading partners. The chart depicts event-study evidence of NEER developments
over one-day and two-day windows following major announcements of unconventional monetary policies by
the respective central banks. In all cases, the cumulative impact of selected major annotncements on asset
purchases programmes and negative rates is shown. ECB. Governing Council Meetings (04/06/14, 04/09/14,
22/01/15), Draghi Jackson Hole speech (24/08/14) . BOJ: Monetary Policy Meetings (04/04/13, 31/10/14,
29/01/16, 21/09/16). FED: announcements of QET (25/11/08), QE2 (03/11/10), QE3 (13/09/12)
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USD/EUR exchange rate often consistent with 2-year interest rate differentials

USD/EUR exchange rate developments and 2-year Bund-

Treasury yield differential

(USD/EUR (rhs); percentage points (Ihs))
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Notes: The iatest observation is for 30 June 2017
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Unilateral policy easing not a zero-sum game

Impact of a policy rate cut in G-3 economies

(deviation from baseline in %)
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Source: National Institute Global Econometric Model (NIGENM). ECB staff calculations.
Neotes: Peak impact over three years as devialion from basefine, Scenario 1 assumeas a policy rate cut in the G-3 economias in 2016Q1
expected to last for three years. The calibration assumes a cut in the DFR rate to -0.5% in the euro area, a cut of the lower bound of the Fed

Funds target range to -0 1% in the US and a cut of the rate appfied to current accounts that financial institutions hold at the Bank of Japan to -
0.5%. Scenano 2 assumes a palicy rate cut in the ewrc area only, with US and Japan policy rates unchanged. Both scenancs assume that policy

rates are expected fo remain lower for three years.
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