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Dealing with uncertainty in monetary policymaking

The proper identification of assumptions for the baseline scenario is needed to
preserve the consistency in policymaking and communications

Alternative scenarios — a good way for elaborating policy response, however, at
the cost of losing the focus on the main scenario: not too much, not too little
Alternative scenarios remain useful even in the case when policy outcomes
coincide — provide good guidance for expectations

proactive elaboration of action plans (Plan B, Plan C ...) for relevant scenarios

CB needs to be humble: the main goal is not to convince the public of the baseline
forecast, but to make sure that the reaction function of CB is understandable and
known

Gentle balancing: not to be overconfident, but preserve consistency of policy

Policy mix of instruments instead of a single main one (KPR) allows for a tailor-
made policy response to the set of negative scenarios




The separation between baseline and alternative scenarios is needed for
% consistency in policymaking and communications

Following the baseline scenario (or 2 of them at Awareness of risks and readiness to react in line
max) to guide the policy with alternative scenarios / contingency plans
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Alternative scenarios are useful for guiding expectations, but overuse
% can cause confusion. The key is balance: not too much, not too little

Alternative scenario: “slow normalization” of security situation
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Preparing to react in times of uncertanty: the NBU uses a consistent mix
of instruments instead of a single main one (KPR)
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Keeping a consistent and
sufficiently tight interest rate policy
and manageable situation helps anchor expectations and, among
on the FX market helps to other things, preserves the

i keep in check inflation and | : attractiveness of UAH assets, prevents |
' ER expectations and price ! ' uncontrolled increase in pressure on |
| pressures, while avoiding ' the FX market, facilitates a progress in |

Maintaining sustainable

excessively tight interest rate ' the transition to greater ER flexibility,
policy and facilitating the Interest rate ' and further easing of FX restrictions

policy

progress in further easing of
certain FX
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Keeping sufficiently tight |

FX restrictions supports

the preconditions for a i

greater ER flexibility and !

helps to avoid excessively |

FX |
restrictions ;

tight interest rate policy to
preserve macro-financial
stability
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https://bank.gov.ua/control/en/index
https://www.facebook.com/NationalBankOfUkraine?ref_type=bookmark
https://twitter.com/NBUkraine_eng
https://www.flickr.com/photos/134562672@N08
https://www.youtube.com/channel/UCLWsi-3SHrFwwyb0AceOgHQ
https://www.instagram.com/national_bank_of_ukraine/

