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[Research Topics for Ms. Tsuey—Llng Hsiao of CBC)

The

WAL RAFERARENFEERE
P 9 M AR 5 AT I
Monetary Policy and Liquidity Management
of the Swiss National Bank

[Part I : The Formation of Monetary Policy] HBEAL IR

Topics

Items

Questionnaires

1.Economic Background

GDP 1. Contribution ratio of C, I, G, X-M to economic growth rate in
2006 ?
2. Why did GDP have -0.3% in 2003 ?
CPI 1. Contribution ratio of domestic or imported goods and services to

CPI
2. Dynamic factor inflation versus traditional core inflation

Unemployment

1. How to keep unemployment rate under 4%
2. Reasons for lower unemployment rate, compared with that of Euro

area

2.The Decisio

n Unit of the SNB

The governing
Board

1. The formation of decision-making unit
2. The list of board members

Department
-Level

The Decision of Daily Operation

3.Monetary Policy Strategy :

Final target Price stability :
1. Definition, performance,
2. Inflation forecast
3. Core inflation
Monetary Definition of MS ? The role of monetary base ?
aggregate Which MA plays a primary role in inflation forecast ?
Operational Three-month Libor:
target Target range, real performance, target history, decision maker, decision
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process, any other targets before ?

Policy rate

Three-month Libor or financing facility ?

4.Exchange Rate & Investment Policy

Exchange Rate | 1. Influential factors
2. Intervention : timing, scale, outcome

Investment 1. Domestic or foreign investment

guidelines 2. How to balance the role of financial stability & profit-generating ?

Liquidity 1. An investment sold without this significantly influencing the price.
2. The minimum liquidity requirement must be available
3. Intimes of crisis without delay and without any major price effects.
4. Government bonds are the most suitable instruments.

[Part II : The Implementation of Monetary Policy])

1.Monetary Policy Instrument :

Regular Main characteristics of following instrument ?
instruments 1. Main refinancing operations and liquidity absorbing operations
2. Fine-tuning operations
3. Intraday facility
4. Liquidity-shortage financing facility :
Lombard advance /Special-rate repo transactions
Contractual basis and settlement of repo transactions
Emergency procedures
Further 1. FXsport forward
instruments 2. FXswap
3. SNB’s interest-bearing certificates
4. Buy or sell securities
Emergency 1. Banks of systemic importance
liquidity 2. Opinion from the Swiss federation commission
assistance
Eligible For SNB repo ?
collateral For Lombard advance ?
Information 1. Publication of data
disclosure 2. Frequency of disclosure
Amendments | Guide lines decided by the Governing Board ? the Appendices are
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to these
Guidelines

decided by Department 11 -

2.Minimum Reserves

Eligible assets | details ?
Relevant details ?
liabilities

New regulation

Came into effect on 1 January 2005

Reform

Reason and effectiveness

3.Liquidity Management

Liquidity The influential factors of reserve position
Forecast The estimation of proper supply of reserve money
Measures Main refinancing operations

Liquidity absorbing operations
Statistics Information disclosure

4.Interest Rate Issue

Yield curve Yield curve shape/ interest rate spectrum
Spread Market rates compared with the benchmark rate
5.SNB’s Counterparties

Counterparties

1. Criteria governing counterparties ? (. general terms and conditions )
2. Formal list ?

Privilege or
obligations

1. Comparison between counterparties and non-counterparties
2. Comparison between counterparties in different operations

6. Transmission Mechanism

Transmission

channels

1. Transmission channels of monetary policy effects in Switzerland.
2. Which channel plays

Interest Rate

How has the policy rate influenced market rates ?

Influencing
factors

Factors influence the effectives of monetary :
Interest rate deregulation ? Financing deepening ? Euro factors ?

[Part III : Liquidity Risk Management of Banks and the Financial

market )

1.The Financial Institutions and the Financial Market :

Financial

Major players ?
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Institutions Major regulations or guidelines ?
Financial Market structure, major players, major financial instruments ?
Market Major regulations or guidelines ?

2.The Management of Liquidity Risk in Financial Institutions

Monitor the Which approach ?
Risk 1. theliquidity assets approach : ratios
~main liquid assets to obtain secured funding [ the securities sector]

2. the_cash flow matching approach : match cash flows across a
variety of near —term maturity buckets. [the banking and insurance
sectors ]

3. the_mixed approach : liquidity assets approach + cash flow
matching approach. [ B+l : when gap in maturities bucks are
unfavorable ]

The mixed Case discussion :
approach 1. Ineach time bucket : cash out flow = contractual cash inflow +
inflows ( sale of assets, RP, secured borrowing )

2. The most liquid assets counted in the earliest time buckets

3. Most firms use several metrics

Related The Competent Authority : SFBC ? SNB ? Others ?
regulation Guidelines ?

Liquidity Liquid funds available

statement Liquid funds required

Liquidity ratio ? All banks : 152% (2005 )

Comparison Difference between banks and other financial market players in

managing their liquidity risk ?

3.The Application of BIS recommendation in the Practice of SNB or

SFBC

Principle 14

Core Principles for Effective Banking Supervision of BIS :
Supervisors must be satisfied that banks have a liquidity management

strategy that take into account the risk profile of the institution, with
prudent policies and processes to identify, measure, monitor and

control liquidity risk, and to manage liguidity on a day-to-day basis.

Supervisors require banks to have contingency plans for handling

liquidity problems.
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Comparison Liquidity management in comparison between 1999 and 2006 version.
Recommendat | Recommendations to a better liquidity management practice from major
ion market participants.

4.The Disclosure of Liquidity Risk Management Statistics of Banks

Publications | Bulletin? Annual Report ?
of SFBC Press Release

Other Swiss National Bank
Authorities Others ?

[Part IV : The Coordination between SFBC and other Authorities)

1.The Financial Supervision system

SFBC Mission,& Objectives and major rules ?
SNB Mission & Obijectives other than monetary policy ?
Others Function ? Self regulation organization ?

2.Implementing Ordinance on Banks and Savings Banks

Art.17a Bonds, cash bonds ©? And CDs

Art 20 The banking commission confers with the National Bank for the
1. execution of the provisions on the liquidity. ?

Art 20 The banks establish liquidity statements on a quarterly basis. The
2. banking commission specifies a corresponding form ?

3.Primary dealers

Market

Any Swiss financial market has primary dealer system ?

Supervision

Who are major regulators on related markets ?

4.Contingency Plan

Financial Indicators for monitoring financial stability ?

indicators

Quarterly What kind of shorter term statement to help implementing prompt
statements ? | correction action ?

System Which authority start the correction procedure ?

Liquidity Risk | The typical rescuer procedure ?
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