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Non Technical Summary

In this work, I present an approach to model an announced change of monetary policy
regime, specifically, to construct a model of the transition from inflation targeting
towards adopting a managed exchange rate.

Recent works evaluating the switch of monetary policy regimes relies on Markov
switching processes or compare separate models of monetary policy. These approaches
do not model change in agents’ behavior, therefore agents do not live in the world of
changing policy rule.

To make the change of the policy rule credibly announced, I create a structure that
stores the indicator of the active policy regime so that agents foresee the future values of
the indicator. I insert this structure into the estimated model of the small open economy
model. I estimate the model using data on the Czech Republic.

By use of the ad-hoc loss function parameterized to cover a wide range of preferences
from output stability to inflation stability, I compute the optimal weights on inflation,
output gap and exchange rate in the Taylor type monetary policy rule. My results show
that for an authority with inflation stability preferences, a high degree of interest rate
smoothing and exchange rate management is optimal.

Further, as the variance and covariance of variables is conditional on the number of
periods remaining until the regime switch, the time series of business cycles correlations
is constructed. These times series show how the synchronization of business cycles is
evolving over the transition period and that there is a drop in correlation in the few
periods before the regime switch. In these periods, the monetary rule already has to
target inflation that results from applying the exchange rate stabilization rule. Also,
these correlations series show a twist in the influence of interest rate on output. Initially,
contractionary effects of interest rates are replaced by expansionary effects as the
increase in the interest rate under the exchange rate stability regime signals future
depreciation that boosts domestic output.

Non Technical Summary
V tejto praci predstavujem pristup k modelovaniu ohldsenej zmeny typu monetarneho

rezimu. Predstaveny teoreticky pristup pouzivam na konstrukciu modelu prechodove;j
periddy od rezimu inflacného cielovania k rezimu manazovaného kurzu.



Aktudlne prace na porovnanie a analyzu zmeny rezimu monetarnej politiky sa
spoliehajii na Markovove procesy, ¢i porovnavaju separatne modely monetarnych
politik. Tieto pristupy vSak neobsahuji zmeny v spravani agentov, pretoze v uvedenych
pristupoch modelovi agenti neZziji vo svete v ktorom je mozna zmena monetarnej
politiky.

Pre modelovanie ohldsenej a doveryhodnej zmeny monetarneho rezimu, som vytvoril
modelov Struktiru na uchovanie indikatora rezimu takze agenti vidia buduce hodnoty
tohto indikatora. Tato Struktara je vloZzend do modelu malej otvorenej ekonomiky, ktory
je odhadnuty pomocou dat pre Cesku republiku.

Pomocou ad-hoc funkecie straty uzitku, ktora je parametrizovand aby dokéazala pokryt’
Siroky rozsah preferencii od stability vystupu az po inflaéné cielovanie, som urcil vahy
reakcie na odchylku v inflécii, vystupe a zmene kurzu optimalneho pravidla Taylorovho
typu. Vysledky tychto vypocétov ukazuju, ze monetarna autorita s preferenciou
inflaéného ciel'ovania by mala vykonavat politiku s vysokou vdhou vyhladzovania
urokovych sadzieb a manazovania kurzu ak chce minimalizovat’ stratu uzitku.

Variancia a kovariancia premennych modelu poc¢as prechodného obdobia je
podmienend poctom zostavajucich peridd do zmeny reZimu. Je teda mozné zostrojit’
casové rady korelacii ktoré popisuju priebeh synchronizacie hospodarskych cyklov
pocas periddy prechodu k rezimu manazovanému kurzu. Tieto korelacie naznacuju, ze
v poslednej faze prechodu dochadza k poklesu synchronizacie. Toto je mozné vysvetlit
tym, Ze hodnoty inflacie po zmene rezimu st uz uréené novym pravidlom, avSak
monetarne pravidlo prechodovej peridédy eSte na ne reaguje. Zaujimavostou je zmena

z restriktivneho pdsobenia monetarnej politiky na expanzivne. Toto sa da vysvetlit’ tym,
Ze narast irokovych sadzieb pocas pésobenia rezimu manazovaného kurzu signalizuje
budticu depreciaciu, ktord vedie k narastu domacej ekonomickej aktivity.



