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(Forward guidance of future policy stance)
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Figure 2: Predictions of a Modified Taylor Rule
(Core PCE inflation, weight of 1.0 on output gap)
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Source: Ben Bernanke's Blog, http://www.brookings.edu/blogs/ben-bernanke/posts/2015/04/28-
taylor-rule-monetary-policy
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Committee member John Maynard Keynes. “... is it a practice of the Bank of
England never to expfain what its policy is?”

Sir Ernest Harvey (deputy governor of Bank of England): “Well, | think it has
been our practice to leave our actions to explain our policy.”

Keynes. “Or the reasons for its policy?”

Harvey: “It is a dangerous thing to start to give reasons.”

Keynes: “Or to defend itself against criticism?”

Harvey: “As regards criticism, | am afraid, though the Committee may not all

agree, we do not admit there is need for defense; to defend ourselves is
somewhat akin to a lady starting to defend her virtue.”

--- Minutes of MacMillan Committee on Finance and Industry, House
of Commons of the United Kingdom, 1929

4: RRIRITHENE ERFRDIREL?




Q B T 36 [ 08 B

AV BIRTIEME R S H B, JRATE HAs 2
A HAREZ R ARk bt AW B, 3%
M RAR DR, ART N FEEECNHAZE
B, TMaARRKS F 210 4. & — RATHIE
RS 5B AR B, &R TR
R K o URE A JOX A A 1)1, FRARIH R
PRUE, AT MRAE T 5@, AMUAEH E,
AR, WAEJAT 2 SR g

WX AA APy gt kl, & 1929 F W&
—AUHES AR, 1929 SE&mRR %, S
SEAMMAL N EH LR EIXA A, AL
JLEHr (John Maynard Keynes), X PRS2
TER ST N LR W, R3S ST A R e =2
AT, WA AT TR R ) e BB 2 B AR

LR A URATTMRAS ERE T R B B, 72
A — HA R IR LS ?

X T A& Bl 4T & Ernest Harvey, thii: FRATTHIAE
i, HIATHAT SRR FRA T BUR o

LR gk 2 ) SRR TS e B R R e 2

Ernest Harvey [F1%5: 45 H R B2 —F G 2




o T3 S [ T R Q

SDRF

UL 0] PR PR T FE e ?
Ernest Harvey wE U, ST, RO,
RZT R R It e A N# F &, ERATA AN
TERH X2 DR T ML AR A K

EF'llﬁﬂthiﬁaato XS I E A
fegt, ANHME, EMRHAN. REAWRETREM
1355 51137708 ? 5T EARAAEAR AT B
LN

Quarters
14 4

Number of Quarters Ahead to Keep Near-Zero Interest Rate

12 A B Survey Results
® Dates Announced by the FOMC

10 1

2009 2010 2011 2012 2013
Source: Tao Wu (2018), “The Effectiveness of Forward Guidance during the Great Recession,”
revised and resubmitted, International Journal of Central Banking.
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Source: Tao Wu (2018), “The Effectiveness of Forward Guidance during the Great Recession,”
revised and resubmitted, International Journal of Central Banking.
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2016:Q4 Anticipated Time Frame to Keep Near-Zero Interest Rate
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2014:Q4
2013:Q4 2

16
2012:Q4

12
2011:Q4

2010:Q4

2009:Q4

2009 2011 2013
Source: Tao Wu (2018),“The Effectlveness of Forward Gwdance dunng the Great Recession,”

revised and resubmitted, International Journal of Central Banking.

&l 7: ZEXGERIREEIE SRVETE)— B
K 7HE 6 Mgk 7 — T, HE%%
EE 7 RN A RS, 2009 40 537 Tt




B T 36 [ 08 B Q

SDRF

2010 SEEFRFLLEH, 2010 4N g it 2012 4
S5O, 2013 SRR T I TLE 2015 AR 45 . FRATTIR —
A, XA I RTRE e S AT A2 1
—MEAEERSEE, WANHEEREN T, A
SRR A U TR B A R 2R 4 RF 21 3 — Rk -,
RiZ e Ko W SEIAE A AFE M, NMizit
TR HE— B Y H 2014-2015 4, XANTHIIA N 1% %
L PR — ARSI 45 FELR, X2 T,
P — A2 i — AR A A T AR UK (1)
I IA), 49 T 37 18 0 A3 5 HE R 2 0] 28 4% F55 X I 1]
MIXAS A FEYF, o 5 U SEBR EARKH A @, )
] EAIE, A=, BMETFE. —MERE, &
BLARIZ IR, 2009 4F -2010 i IEA K, %
BEfEHL—H—PIRN. BRFERMER —BHCK
B B T MBOE, (H 72 5L b BB fabLIE P iR
A~ BEAL, BT DL R IR IR AN B A R R, 1X
ARG EIMRE . S — MR T, 2009 4
VRN iZ B BXAEH NI IR ,  NAZIE ] R 4k 5
54, bR A 2008 IR F] 2015 FENE, 4ERF T
74,




Q B T 36 [ 08 B

BeG: A WAT K AL IBA I fige 5k §E & 211X A 1]
&, QE #AT —H N —%, JFoRWA#HAT s
T ZATEA WU EE AT I JLES QE.

R TUBWEAERNIX— S BIERESRL
FLURAE 10 LG, Xl 28 & DBk — Mo ——
AR FATT I W RIE IR L, R AN AT AR
Bl TATHN A e 787 T R EHLR) ™ E 1,
WVFIE A ST T BURAA R, AT N 4 21 6
AR L R, SEPR B4 T 7 E. EXRAT
BAHE T — A G A — > B hF £ o

BeG: EELCR UL, B 2013 FEFEFLREF
MZENE, BOERNREEGHE BN ?

Ridf: B — KRBT = g, A 84—/
B, U HWEERRERNALENEREL, &
KWW ZEEH 5 F, R LR RE S A
WIIT 2= 1 I fige #0 A X AE — A e e 2R 17 3974
WA LR R 5 — AR, Uil — B[]
(some time), XFEELELR T, HETIHHEARE; H
M, R VRIRAE R K B — K, H @A TR
RIF 2=y AR XA H B, IR IR 2 2013 55—




B T 36 [ 08 B Q

T, WU F RPN 2014 FH_FH, F—
AR R 2015 AR4F Sk 1o REE R TIT 37 1 38 1) N
B, XNk URA /NI, i H SR
AR, SEPR BARR VA . B E T
MR B A Rk, REBRVERIEAE 6.5% LA L,
USRI, XREARELEAS T 5 VR e — AR R,
CEURRIERER LT T, X R— A L.

« Anindicator-based rule

»Keep policy rate at near-zero until unemployment rate reaches
6.5%, provided that inflation expectation remains below 2.5%;

+ A“compensation” rule

»“.._ to commit to making up for at least some portion of the
cumulative shortfall created by the zero lower bound” (Yellen, April
11,2012)

+ A“price-level targeting” rule: Krugman (1998), Eggertsson
and Woodford (2003), Gaspar, Smets and Vestin (2007).
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Figure 7a: Actual and Simulated Forward Guidance
2017:Q4 |
Jreem
s
. 32 ~
2016:Q4 s \\ -
2015:Q4 * 1 ¢
2014:Q4 2
2013:Q4 *
2012:Q4 '
2011:Q4 n
2010: '
@ Indicator-based Rule
. —-- Compensation Rule
2009:Q4 - @~ Price-level TargetRule
20na 010 2011 N1 M1
Source: Tao Wu (2018), “The Effectiveness of Forward Guidance during the Great Recession,”
revised and resubmitted, International Journal of Central Banking.
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Source: Tao Wu (2019), “The Unconventional Monetary Policy and Long-Term Interest
Rates,” forthcoming, Journal of Money, Credit, and Banking.
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