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@W] ost people are
about the /[...[, they

would rather watch on
YouTube.

Alan S. Blinder (2015)




Ovhy should we worry about
2 [ mean, prices aropping
IS lIke getting a /

My Aunt (Christmas 2023)




(DVie must to the
what we are doing and
why, and we must talk to people that

Christine Lagarde (2020)
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Jean-Claude Trichet
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Figure 1. Complexity of ECB monetary policy statements

Updated data (October 2021) from analysis in Coenen et al. (2017) as published in the ECB Economic Bulletin, Issue 8/222titst al.
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Motivation

| Central banks aim to communicate morg
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Motivation

| Recent event studies using show of monetary policy
announcements on household expectations
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Motivation

| Issue: Panel results a sizeable in householdsO reactions to
specific policy announcements of relevance
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Motivation

isolate each meetingOs impact on household expectations
on a perannouncement level




Motivation

I Context-specific estimategnap more reliably when expectations shift
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Preview of Results

I Repeatedcross sectionsreveal that Households are muchore attentiveto
monetary policy announcementgian previously inferredoy panel estimations
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Preview of Results

| There is a strong link between policy rate announcements and househalds@:st
rate expectations
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Preview of Results

I Forward guidanceon interest rates isffective in shaping household expectations
about interest rates changes
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Preview of Results

I The estimated announcement effects on inflation expectations track policy rate
changes inversely, but are less pronounced than the estimated effects on interest
rate expectations




Preview of Results

I Using the same data | replicate the common finding that
with household expectations




Related Literature




Central Bank Audiences

I We can decompose the CB audience into three homogenous groups
& Firms
% Households
~ Financial Markets
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Central Bank Audiences

I We can decompose the CB audience into three homogenous groups
& Firms
% Households
~ Financial Markets

| Research on CB communication with

| Svensson (1997), Bernanke and Kuttner (2008)Yrkaynaket a/ (2005), DOAmico and Farka
(2011), Lombardi and Zhu (2018), Gagnon et al. (2018), Altavilla et al. (2049 i!ski and
Karadi (2020), Swanson (2021), Andrade and Ferroni (2021),

I Research on CB communication with
| Blinder (1999), Kumar et al. (201%alewaik (2016),Coibion et al. (2018)Coibion et al. (2020)
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Why do Household Expectations matter?
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Why do Household Expectations matter?

I Justify of monetary policy and maintain central bank®s
| Ettema(2007), Dincer andEichengreen2014)
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Why do Household Expectations matter?

I Households are a significant friction in the transmission of monetary policy
| Binder (2017)Coibion et al. (2020), DOAcunto, Hoang, et al. (2021), Blinder et al. (2022)
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Why do Household Expectations matter?

I Macroeconomic expectations of resemble those of households
I Blinder (1999), Kumar et al. 2016oibion and Gorodnichenko(2015),Coibion et al. (2018)Nalewaik (2016)
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Why do Household Expectations matter?

I Household expectations matter in most commonly used macro models

| Bernanke et al. (1999), Clarida et al. (1999), ECB AWale Model (ECB WP 42), Smets & Wouters (2003),
Coenen & Wieland (2005)




CB Communication with Households

I How should central banks reach out to the public?
| Rozkrutet al. (2007)PWording of statements
| DOAcunto et al. (2028Who is talking
| Halaane and McMahon (201&)Via what channel
| Coibion et al. (2019P Impact of 3rd party Media
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CB Communication with Households

The Good News:

experiments indicate that Central Bank announcements are
generally positively linked to household expectations

| Roth andWohlifart (2020), Coibion et al. (2022), Andre et al. (2022)
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Event Studies vs Information Provision

Lamla, M. J., & Vinogradov, D. V. (2019). Central bank announcements. Big news
for little people ? sournal of Monetary Economics, 108, 2a8s.

Lewis, D. J., Makridis, C., & Mertens, K. (2020). Do Monetary Policy

Announcements Shift Household Expectationsderal Reserve Bank of New York Staff Reports, no.
897.

De Fiore, F., Lombardi, M. J., & Schuffels, J. (2022). Are households indifferent
to monetary policy announcementSEEprR bdiscussion Paper No. DP17041.

I Designed as event studies
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Event Studies vs Information Provision

Lamla, M. J., & Vinogradov, D. V. (2019). Central bank announcements. Big news
for little people ? sournal of Monetary Economics, 108, 2a8s.

Lewis, D. J., Makridis, C., & Mertens, K. (2020). Do Monetary Policy

Announcements Shift Household Expectationsderal Reserve Bank of New York Staff Reports, no.
897.

De Fiore, F., Lombardi, M. J., & Schuffels, J. (2022). Are households indifferent
to monetary policy announcementSEEprR bdiscussion Paper No. DP17041.

I Designed as event studies

I These paper estimate an using and generally find little
traction with household expectations
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Event Studies vs Information Provision

Lamla, M. J., & Vinogradov, D. V. (2019). Central bank announcements. Big news
for little ,06’0,0/6’ 2 Journal of Monetary Economics, 108, 288. https:// doi.org /10.1016/j.jmonec0.2019.08.014

Lewis, D. J., Makridis, C., & Mertens, K. (2020). Do Monetary Policy

Announcements Shift Household Expectationsderal Reserve Bank of New York Staff Reports, no.
897. https:// doi.org /10.24149/ wp1906rl

De Fiore, F., Lombardi, M. J., & Schuffels, J. (2022). Are households indifferent

to monetary policy announcementSEEprR bdiscussion Paper No. DP17041.
https://ssrn.com/abstract=4069829

I Designed as event studies

I These paper estimate an average announcement effect using panel and generally find little
traction with household expectations

| Experimental approaches consistently report stronger effects
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Data & Estimation




This paper

Main research question:

I Do householdsadjust theireconomic expectationsn response to thanonetary policy decisions
announced by the ECBOs Governing Council?

Main data sources:

I Bundesbank Online Panel of Househol@OP- HH) betweerApril 2020 and December 2023
I CorrespondingECB monetary policy decisionbetweenJune 4, 202Q0andOctober 27, 2023
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This paper

Main research question:

I Do householdsadjust theireconomic expectationsn response to thanonetary policy decisions
announced by the ECBOs Governing Council?

Main data sources:
I Bundesbank Online Panel of Househol@OP- HH) betweerApril 2020 and December 2023
I CorrespondingECB monetary policy decisionbetweenJune 4, 202Q0andOctober 27, 2023

ldentification strateqy:

I Event study ofRepeated crosssections

I Random responseto BOP-HH on days before and after ECB policy announcements
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Bundesbank Online Panel of Household
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online panel conducted by the Bunc
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Bundesbank Online Panel of Households (BOP

I Aims to elicit household expectations with respect to
, housing prices, and rents
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Bundesbank Online Panel of Households (BOP

| Representative for individuals aged 16 years or older
residing Iin
| Exceptional 398 out of the 401 German districts
size with 4134 observations on average




Bundesbank Online Panel of Households (BOP -

I The survey is administered using Computer Assisted Web Interviewing
L /nitial offline recruitrment by phone to reduce
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Bundesbank Online Panel of Households (BOP

I All participating households receive the questionnaire insa and are
free to respond at any time during the field period
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Bundesbank Online Panel of Households (BOP

I The Survey and must be completed once started

| Hence all responses are given on the day indicated by the date variable
| Average interview length 19 minutes

CRETE 2025 11/07/25




Bundesbank Online Panel of Households (BOP

I Each question must be answered and cannot be revisited
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Preview: Baseline Regression Specification

I This isNOT a panel regression, but a repeated cross section!
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ESS RELEASE

Monetary policy decision

3 February 2022

The Governing Council conPrmed the decisions taken at its monetary policy
meeting last December.

Asset purchase programme (APP)

In line with the step-by-step reduction in asset purchases decided on in
December 2021 and to ensure that the monetary policy stance remains
consistent with inRation stabilising at the Governing Council®target over the
medium term, monthly net purchases under the APP will amount to ! 40 billion
in the second quarter of 2022 and ! 30 billion in the third quarter. From October
onwards, the Governing Council will maintain net asset purchases under the
APP at a monthly pace of ! 20 billion for as long as necessary to reinforce the
accommodative impact of its policy rates. The Governing Council expects net
purchases to end shortly before it starts raising the key ECB interest rates.

The Governing Council also intends to continue reinvesting, in full, the principal
payments from maturing securities purchased under the APP for an extended
period of time past the date when it starts raising the key ECB interest rates and,
in any case, for as long as necessary to maintain favourable liquidity conditions
and an ample degree of monetary accommodation.

Key ECB interest rates

The interest rate on the main rePnancing operations and the interest rates on
the marginal lending facility and the deposit facility will remain unchanged at
0.00%, 0.25% and -0.50% respectively.

In support of its symmetric 2% inf3ation target and in line with its monetary
policy strategy, the Governing Council expects the key ECB interest rates to
remain at their present or lower levels until it sees inRBation reaching 2% well
ahead of the end of its projection horizon and durably for the rest of the
projection horizon, and it judges that realised progress in underlying inRation is
su" ciently advanced to be consistent with inRation stabilising at 2% over the
medium term. This may also imply a transitory period in which inRation is
moderately above target.

11/07/25

PRESS RELEASE

Monetary policy decisions

21 luly 2022

Today, in line with the Governing Council® strong commitment to its price
stability mandate, the Governing Council took further key steps to make sure
inBation returns to its 2% target over the medium term. The Governing Council
decided to raise the three key ECB interest rates by 50 basis points and
approved the Transmission Protection Instrument (TPI).

The Governing Council judged that it is appropriate to take a larger brst step on
its policy rate normalisation path than signalled at its previous meeting. This
decision is based on the Governing Council® updated assessment of inRation
risks and the reinforced support provided by the TPI for the el ective
transmission of monetary policy. It will support the return of infation to the
Governing Council®medium-term target by strengthening the anchoring of
inRBation expectations and by ensuring that demand conditions adjust to deliver
its inBation target in the medium term.

At the Governing Council® upcoming meetings, further normalisation of inter
rates will be appropriate. The frontloading today of the exit from negative
interest rates allows the Governing Council to make a transition to a meeting-by-
meeting approach to interest rate decisions. The Governing Council®future
policy rate path will continue to be data-dependent and will help to deliver on its
2% inRation target over the medium term. In the context of its policy
normalisation, the Governing Council will evaluate options for remunerating
excess liquidity holdings.

The Governing Council assessed that the establishment of the TPl is necessary
to support the e! ective transmission of monetary policy. In particular, as the
Governing Council continues normalising monetary policy, the TPl will ensure
that the monetary policy stance is transmitted smoothly across all euro area
countries. The singleness of the Governing Council® monetary policy is a
precondition for the ECB to be able to deliver on its price stability mandate.

The TPI will be an addition to the Governing Council®toolkit and can be
activated to counter unwarranted, disorderly market dynamics that pose a
serious threat to the transmission of monetary policy across the euro area. The
scale of TPI purchases depends on the severity of the risks facing policy
transmission. Purchases are not restricted ex ante. By safeguarding the
transmission mechanism, the TPl will allow the Governing Council to more

e! ectively deliver on its price stability mandate.

In any event, the RBexibility in reinvestments of redemptions coming due in the
pandemic emergency purchase programme (PEPP) portfolio remains the brst
line of defence to counter risks to the transmission mechanism related to the
pandemic.

21



Variables
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&'y $ )od *utiw $ 0w (D)

I . Dates of ECB monetary policy decisions
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: BORHH

Lending Rate Expectations 12M ahead
Savings Interest Rate Expectations 12M ahead
Inflation Expectations 12M ahead

: BORHH

Age

L.Gender

Household Income
c8.Eaducation (by degree)
c5.Employment Status
l.Homeownership

: Treatment relative to

CRETE 2025

Variable Name

Question Answer Options

-1 decrease

Lending Rate 12M  Will lending rates over the next 1z ( stay the same

months... '
1 increase

Savings Rate 12M

-1 decrease

Will interest rates on savings ac 0 stay the same

counts over the next 12 months... .
1 increase

InRation 12M

-1 decrease

Will the inRation rate over the next 0 stay the same
12 months...

1 increase

11/07/25

Table 1. BOR-HH expectation variables included in analysis




Multinomial Logit (MLOGIT)

| LetOs assume the ECB announces:
| OThe three key interest rates will remain 0

I With OLS we would get either
1 o) & indicating a general upward shift in expectations  ()*+),-) 4,0 . 12*%+),9)
| o) 3 indicating a general downward shift in expectations()*+),-) 4 -/,0 12*+),-)
1 o) 5 indicating no impact on expectations

I However, with MLOGIT we could ideally get

I %+ 3 6and O 36
I This would indicate that treated households are more likely to moderate towards basecategory-/,0
! ()*+)!_) '/10 12*+)")
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Results




Panel estimation

Post Announcement
Dummy

Coefficient } Individual

of Interest Controls Fixed Effect

T T T

Ve Vi =L X Ty X spy +Cy¥m+a; + 00+ €y
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Panel estimation

Interest 12M Inflation 12M Interest 12M Inflation 12M

MLOGIT MLOGIT MLOGIT MLOGIT
(1) (2) (3) (4) (5) (6) (7) (8)
Decrease Increase Decrease Increase Decrease Increase Decrease Increase

Post-Announcement -0.078 0.081 -0.037 -0.087 -0.032 0.071 -0.050 -0.112
(0.075)  (0.083)  (0.097)  (0.068)  (0.079)  (0.086)  (0.102)  (0.072)

Post-Announcement Target Factor -0.015 0.003 0.011 -0.016 -0.011 0.009 -0.001 -0.022
(0.029) (0.019) (0.027) (0.019) (0.030) (0.018) (0.029) (0.020)

Post-Announcement x Timing Factor  0.029 -0.163 0.012 0.129 0.057 -0.169 0.019 0.086
(0.111)  (0.107)  (0.138)  (0.102)  (0.116)  (0.110)  (0.147)  (0.108)

Post-Announcement FG Factor -0.032 -0.008 0.020 -0.015 -0.034 -0.025 0.020 -0.018
(0.034) (0.033) (0.052) (0.036) (0.035) (0.033) (0.054) (0.037)

Post-Announcement x QE Factor -0.006  -0.086**  -0.005 -0.025 -0.013  -0.075*  0.038 -0.021
(0.040)  (0.039)  (0.067)  (0.042)  (0.041)  (0.040)  (0.071)  (0.044)

Individual FE Yes Yes Yes Yes Yes Yes Yes Yes
Wave-specific FE Yes Yes Yes Yes Yes Yes Yes Yes
Controls No No No No Yes Yes Yes Yes
Observations 90,587 90,587 76,721 76,721 83,126 83,126 70,437 70,437
Respondents 16,697 16,697 14,104 14,104 15,463 15,463 13,067 13,067

Table 2: Baseline panel regression results. The base category for the MLOGIT estimates is stay the same, hence estimates
are reported for both decrease vs. stay the same and increase vs. stay the same. Clustered standard errors at the individual
level in parentheses. *p < 0.10, **p < 0.05, ***p < 0.01
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Repeated Cross Section

e — iy " H#e 3% &y B
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CRETE 2025

PRESS RELEASE

Monetary policy decisions

9 September 2021

Based on a joint assessment of financing conditions and the inflation outlook,
the Governing Council judges that favourable financing conditions can be
maintained with a moderately lower pace of net asset purchases under the
pandemic emergency purchase programme (PEPP) than in the previous two
quarters.

The Governing Council also confirmed its other measures, namely the level of
the key ECB interest rates, its forward guidance on their likely future evolution,
its purchases under the asset purchase programme (APP), its reinvestment
policies and its longer-term refinancing operations. Specifically:

Key ECB interest rates

The interest rate on the main refinancing operations and the interest rates on
the marginal lending facility and the deposit facility will remain unchanged at
0.00%, 0.25% and -0.50% respectively.

11/07/25

29



[ v1-Z1-€202 r vT-Z1-€20C

[ 92-0T-€20C [ 9¢-0T-€20¢

[ ¥1-60-£20C r ¥T-60-£20C

[ L2-L0-€T0C [ LZ-LO-€T0C

[ ST-90-€20¢ [ G1-90-€20¢

[ ¥0-G0-£20T r ¥0-S0-€20C

[ 91-€0-€20C

[ 9T-€0-€20¢

[ ¢0-20-€20T

[ €0-Z0-€20T

r61-21-2eoc [ GT-Z1-Tzoc

Announced change to policy rate
Announced change to policy rate

[ L2-01-220T [ LZ-0T-220T

@ Meeting with FG about future policy rate change

@® Meeting with no update on the policy rate
® Meeting with FG about future policy rate change

® Meeting with no update on the policy rate

@ Meeting with policy rate change
@ Meeting with policy rate change

[ 80-60-2C0C [ 80-60-220¢C

[ T¢-L0-2zoe r TZ-L0-22oT

[ 60-90-220T [ 60-90-¢c0C

[ ¥1-¥0-¢2oc r ¥T-v0-22oc

r 0T-€0-zT0T r 0T-£0-220C

11/07/25

[ €0-20-¢z0C [ €0-20-ZZ0¢

[ 91-Z1-120C [ 9T-ZT1-120C

8¢-0T-120C [ 8¢-0T-120¢

=
Q|
—
%))
(@)
c
>
)
(7))
c
o
(]
+—
©
| -
+—
(79}
()
-
(]
+—
c
®)
(]
+—
(&)
()
o
X
LL

[ 60-60-120C [ 60-60-120C

[ ¢¢-L0-T1T0T [ ¢Z¢-L0-TC0C

 0T-90-120¢ r 0T-90-120C

[ ¢¢-¥0-120T [ ¢Z-v0-120C

r T1-€0-1C0C r TT-€0-120¢

r 1¢-10-120T r TZ-10-120T

[ 01-Z1-020C [ 0T-Z1-020¢

[ 91-,0-020C [ 9T-L0-020C

[ ¥0-90-020C r ¥0-90-0¢0¢

[ 0€-¥0-020¢ [ 0€-¥0-02Z0¢

o
<
o

CRETE 2025

awes ay) AelS SA asealou| awes ayl AelS SA asealda(




CRETE 2025

PRESS RELEASE

Monetary policy decisions

21 ly 2022

Today, in line with the Governing Council® strong commitment to its price
stability mandate, the Governing Council took further key steps to make sure
inlBation returns to its 2% target over the medium term. The Governing Council
decided to raise the three key ECB interest rates by 50 basis points and
approved the Transmission Protection Instrument (TPI).

The Governing Council judged that it is appropriate to take a larger prst step on
its policy rate normalisation path than signalled at its previous meeting. This
decision is based on the Governing Council® updated assessment of inRation
risks and the reinforced support provided by the TPI for the € ective
transmission of monetary policy. It will support the return of in3ation to the
Governing Council® medium-term target by strengthening the anchoring of
infBation expectations and by ensuring that demand conditions adjust to deliver
its inRation target in the medium term.

At the Governing Council®upcoming meetings, further normalisation of interest
rates will be appropriate. The frontloading today of the exit from negative
interest rates allows the Governing Council to make a transition to a meeting-by-
meeting approach to interest rate decisions. The Governing Council® future
policy rate path will continue to be data-dependent and will help to deliver on its
2% inRation target over the medium term. In the context of its policy
normalisation, the Governing Council will evaluate options for remunerating
excess liquidity holdings.
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CRETE 2025

2022 -12-15
Monetary policy decisions

The Governing Council today decided to raise the three key ECB interest rates by 50 basis points and,

based on the substantial upward revision to the inflation outlook, expects to raise them further. In

particular, the Governing (S EINN eSS NS S eSS ey
_ to ensure a timely return of inflation to the 2%

medium-term target. Keeping interest rates at restrictive levels will over time reduce inflation by
dampening demand and will also guard against the risk of a persistent upward shift in inflation
expectations. The Governing Council’s future policy rate decisions will continue to be data-dependent

and follow a meeting-by-meeting approach.
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2023 -02-02
Monetary policy decisions

The Governing Council will stay the course in raising interest rates significantly at a steady pace and
in keeping them at levels that are sufficiently restrictive to ensure a timely return of inflation to its 2%
medium-term target. Accordingly, the Governing Council today decided to raise the three key ECB

interest rates by _ In view of the underlying inflation

pressures, the Governing Council intends to raise interest rates by another 50 basis points at its next

monetary policy meeting in March and it will [N SIISIINEISUDSEUSH D SINOSITONGISADOICY

Keeping interest rates at restrictive levels will over time reduce inflation by dampening demand and
will also guard against the risk of a persistent upward shift in inflation expectations. In any event, the
Governing Council’s future policy rate decisions will continue to be data-dependent and follow a
meeting-by-meeting approach.
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2023 -03-16

Monetary policy decisions

Inflation is projected to remain too high for too long. Therefore, the Governing Council today decided
to increase the three key ECB interest rates by 50 basis points, in line with its determination to ensure
the timely return of inflation to the 2% medium-term target. The elevated level of uncertainty reinforces
the importance of a data-dependent approach to the Governing Council’s policy rate decisions, which
will be determined by its assessment of the inflation outlook in light of the incoming economic and

financial data, the dynamics of underlying inflation, and the strength of monetary policy transmission.
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2023 -05-04
Monetary policy decisions

The inflation outlook continues to be too high for too long. In light of the ongoing high inflation
pressures, the Governing Council today decided to raise the three key ECB interest rates by 25 basis
points. Overall, the incoming information broadly supports the assessment of the medium-term
inflation outlook that the Governing Council formed at its previous meeting. Headline inflation has
declined over recent months, but underlying price pressures remain strong. At the same time, the past
rate increases are being transmitted forcefully to euro area financing and monetary conditions, while

the lags and strength of transmission to the real economy remain uncertain.

The Governing Council’s future decisions will ensure that the policy rates will be brought to levels
sufficiently restrictive to achieve a timely return of inflation to the 2% medium-term target and will be
kept at those levels for as long as necessary. The Governing Council will continue to follow a data-
dependent approach to determining the appropriate level and duration of restriction. In particular, the
Governing Council’s policy rate decisions will continue to be based on its assessment of the inflation
outlook in light of the incoming economic and financial data, the dynamics of underlying inflation, and

the strenath of monetarv policv transmission.
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CRETE 2025

2023 -05-04
Monetary policy decisions

The Governing Council today decided to keep the three key ECB interest rates unchanged. While

inflation has dropped in recent months, it is likely to pick up again temporarily in the near term.
According to the latest Eurosystem staff projections for the euro area, inflation is expected to decline

gradually over the course of next year, before approaching the Governing Council’s 2% target in 2025.

Overall, staff expect headline inflation to average 5.4% in 2023, 2.7% in 2024, 2.1% in 2025 and 1.9%
in 2026. Compared with the September staff projections, this amounts to a downward revision for
2023 and especially for 2024.
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CRETE 2025

2022 -06 -09

Key ECB interest rates

The Governing Council undertook a careful review of the conditions which, according to its forward
guidance, should be satisfied before it starts raising the key ECB interest rates. As a result of this

assessment, the Governing Council concluded that those conditions have been satisfied.

Accordingly, and in line with the Governing Council’s policy sequencing, the Governing Council
intends to raise the key ECB interest rates by 25 basis points at its July monetary policy meeting. In
the meantime, the Governing Council decided to leave the interest rate on the main refinancing
operations and the interest rates on the marginal lending facility and the deposit facility unchanged at
0.00%, 0.25% and -0.50% respectively.
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Review of Results

I Using the BOPHH data | replicate the common finding that
with household expectations

| Repeated crosssections reveal that Households are much more attentive to
monetary policy announcements than previously inferred by panel estimations

| There is a strong link between policy rate announcements and householdsO interes
rate expectations

| Forward guidance on interest rates is effective in shaping household expectations
about interest rate changes

I The estimated announcement effects on inflation expectations track policy rate
changes inversely, but are less pronounced than the estimated effects on interest

rate expectations
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