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Topic 1: TARGET (im)balances at record level: should we worry?

Daniel GROS (CEPS, Centre for European Policy Studies)

The imbalances within the Eurosystem’s Target2 payment system are an indication that financial
markets are not fully integrated. However, the increase in these imbalances in the wake of the large asset
purchases (often called QE, for quantitative easing) that started in early 2015, should not be a particular
cause for concern. The imbalances had declined until the start of QE, accompanied by a reduction in risk
premia. QE was associated with a further reduction in financial stress. There is thus little reason to believe
that the increase since 2015 reflects renewed fears about a euro break-up. The ‘technical’ nature of the
increasing imbalances in the wake of QE is illustrated by the fact that the European Central Bank (the
central institution of the Eurosystem) has also run up a negative Target balance of over €200 billion. No
one would argue that this is motivated by a fear of a break-up of the euro area. There are reasons to
believe that the recent run-up in the negative balances of Italy and Spain is due to similarly technical
reasons.

 There exists a large literature on the imbalances within the Target 2 payment system of the Eurosystem
with widely different interpretations of the meaning of these imbalances. This contribution does not
pretend to make a new contribution to this issue. Its purpose is only to analyse the reasons for the
renewed increase in the ‘T2’ imbalances since the start of the bond purchases, formally called the Public
Sector Purchase Programme or PSPP, by the Eurosystem in early 2015.

 A first general consideration is that the T2 imbalances had originally emerged along with large risk premia
with the outbreak of the financial crisis. Until the start of the bond purchases (dubbed QE, for quantitative
easing), the T2 imbalances were taken as an indicator of financial tensions. The imbalances increased until
the peak of 2012, associated with the widespread fear of a break-up of the euro area. After ECB President
Mario Draghi pledged to do “whatever it takes”, the imbalances fell, along with the risk premia. But this
relationship was broken in early 2015, because the bond purchases led to a further reduction in financial
stress. These circumstances constitute a first reason to believe that the increase since 2015 has not arisen
because of renewed fears about a euro break-up.

 A second reason for suspecting that the recent T2 imbalances have a ‘technical’ nature emerges if one
looks more carefully at the individual components of the Eurosystem. One needs to distinguish between
the national central banks (NCBs) and the European Central Bank as the separate legal entity of the system.
The often-repeated statement that ‘the ECB’ is buying €60 billion worth of bonds per month is not actually
correct. Only a fraction (10%) of the Public Sector Purchase Programme (PSPP) is implemented by the ECB,
with the remaining 90% of the purchases implemented by the NCBs. The ECB buys only the bonds of
multinational or international institutions, whereas the NCBs are supposed to buy only their own
government’s bonds.

 It is little known that the ECB (the central institution of the Eurosystem) has also run up a negative Target
balance of about €200 billion, which corresponds 1:1 to its bond buying. But no one would argue that this
is motivated by a fear of a break-up of the euro area.

 T2 balances thus arise mainly because the decentralised implementation of monetary policy and the
resulting uneven distribution of the central bank deposits. This applies particularly to QE. If the entire
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bond purchasing programme of the Eurosystem had been implemented centrally by the ECB (as opposed
to the individual NCBs), there would have been only one big negative balance for the ECB, and all the
other NCBs would have seen their balances increasing.

Kiel Institute for the World Economy (Salomon FIEDLER, Stefan KOOTHS, Ulrich
STOLZENBURG)

Target2 balances have re-increased since late 2014 in parallel with extraordinary monetary policy
measures. At first glance, the ECB’s asset purchasing programme seems to contribute just mechanically
to a widening of Target2 positions. However, excessive liquidity provision reduces the role of cross-border
interbank markets, which could otherwise reduce Target2 imbalances. Also, other factors like
heterogeneous country risk may also continue to play a role, but are concealed in the current monetary
policy environment. After categorising the root causes of Target2 imbalances (current account financing,
capital flight, or deposit flight) and the associated risks, the authors discuss possible reforms that would
prevent the build-up of large Target2 imbalances.

 The authors identify four cases of cross-border financial flows within the euro area: Current account
financing via the capital market (case 1) is a desirable market-based outcome. In all other cases, the
Eurosystem interferes which reflects in the Target2 balances of the involved National Central Banks: While
the financing of current account deficits (case 2) and capital flight (case 3) via central bank interventions
are highly problematic, Target2 imbalances resulting from deposit flight (case 4) are less of a concern.
During the crisis of 2010-2012, cases 2 to 4 were relevant.

 Concerning the newly accumulating Target2 imbalances since 2014, the proximate cause seems to be the
decentralized implementation of the Asset Purchasing Programme (APP). About 50 percent of
counterparties that sell their assets to the Eurosystem are located outside of the currency union, and these
market participants are typically connected to the Target2-system via NCBs of Target2 surplus countries.
Therefore, newly issued central bank money that settles these deals flows asymmetrically to these NCBs,
thereby widening Target2 positions. Moreover, portfolio rebalancing of euro area residents towards extra-
EA securities also plays a role, as these foreign securities are often attained (again) through international
banks.

 However, below the surface of this technical explanation, there are a number of economic factors which
might drive the current accumulation of Target2 balances. For one, the provision of large amounts of
excess liquidity by the Eurosystem has decimated the interbank markets, such that private financial flows
no longer mitigate Target2 imbalances.

 Moreover, heterogeneous country risk may still be relevant for investment decisions, so the choice of
holding deposits and other assets preferably in banking systems connected to Target2 surplus countries
may not just be a (historical) coincidence, but reflect actual investor preferences. Extraordinary monetary
policy measures are liable to conceal such heterogeneities as they tend to flatten yield curves, contribute
to a levelling of country-risk premia, reduce debt burdens, cover up vulnerabilities and reduce incentives
for necessary reforms.

 Target2 imbalances are associated with risks. First, the Eurosystem faces financial losses if a country with
a Target2 deficit decides to leave the euro area and defaults on some of their obligations. This risk,
depending on the scale of imbalances, may also influence political negotiations within the EU, as creditors
(or their sovereigns) seek to avoid write-offs. Second, current account or capital flight financing via
Target2 distort the market-based, efficient allocation of capital. Moreover, the Target2 system was not
implemented for financing the Balance-of-Payments (BoP) and the ECB has no mandate to do so. Member
states have never formally decided to install a mechanism that allows for automatic, uncollateralized,
unlimited cross-border credit whose repayment is postponed to the indefinite future. Governments
should either reform the system or formally legitimize the current setup.

 A possible reform of the Target2 mechanism could focus on settlement of Target2 positions and on
introducing adequate compensation for risks taken by NCBs with Target2 claims.

 The monetary regime matters: Currently, NCBs can asymmetrically and excessively create liquidity to
finance BoP deficits. If, in a stricter monetary regime, base money in the euro area was limited to a normal
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level (no excess liquidity) and NCBs were not allowed to create liquidity disproportionately, large Target2
positions could not arise.

Karl WHELAN (University College Dublin)

The paper describes how the Eurosystem’s processing of cross-border banking transactions via its
TARGET2 payments system produces a set of assets and liability items on the balance sheets of national
central banks. The factors determining the evolution of TARGET-related balances are discussed and the
risks associated with these balances are addressed.

 TARGET2 is the second version of the Eurosystem’s real-time settlement system for payments between
banks.

 Settlement of cross-border banking transactions within the Eurosystem via TARGET2 has an effect on the
balance sheets of national central banks (NCB).

 For example, when money is transferred from a bank account in Spain to a bank account in Germany, this
generates a TARGET-related liability for the Spanish central bank and a TARGET-related asset for the
German central bank.

 TARGET balances add up to zero but the sum of the absolute value of these balances has grown
substantially since 2008.

 The first period in which TARGET balances built up, from 2008 to 2012, was the result of deposit flight
from euro area crisis countries as banks in these countries borrowed from the Eurosystem to replace
funding that moved to the perceived “core countries” in the euro area. This lead to the Bundesbank having
a large TARGET-related asset while many other countries had increasing TARGET-related liabilities.

 TARGET balances largely declined from 2012 through to the end of 2014 as the euro crisis eased and
confidence was restored to the banking systems of crisis countries.

 TARGET balances have risen again since early 2015 and now stand at record levels.

 The ECB has argued that the recent build-up in TARGET balances are essentially a mechanical by-product
of the Eurosystem’s purchases of sovereign bonds from foreign investors.

 This is partially true but there is also evidence that portfolio rebalancing by Spanish and Italian banks and
investors (which has seen them sell domestic sovereign bonds to the Eurosystem and reallocate their
money into foreign assets) has also played an important role. There is little reason to be concerned at
these developments.

 There is some concern in countries with TARGET-related assets that these assets could be at risk if a
country with TARGET liabilities leaves the euro. This paper describes the likely outcome of this scenario
and explains why any credit losses in these circumstances will be uncorrelated with the size of TARGET
assets.

 There are risks to Germany should it lose its TARGET-related asset in a full and un-cooperative euro break-
up scenario. However, most or possibly all of the value of this loss could be offset by an increase in
seignorage revenues accruing to a post-breakup Bundesbank.

 It may be possible to devise a system of settling TARGET balances but it is not possible to design a system
that inoculates all euro area members from credit risk nor is it clear that these alternative systems will
provide a superior outcome for TARGET creditors after a euro break-up.

 Risks to TARGET creditors are best managed by enforcing the ECB’s operational risk guidelines and by
ensuring the euro remains intact as a common currency.

London School of Economics (Paul DE GRAUWE, Yuemei JI, Corrado MACCHIARELLI)

According to the ECB, the recent rise in TARGET 2 balances could be seen as the result of the decentralised
implementation of the extended asset purchase programme (APP). The programme entails cross-border
payments by the purchasing NCBs, with around 50% of involved counterparties resident outside the euro
area, including the UK. These counterparties access the TARGET system via a limited number of financial
centres, particularly Germany and, to a lesser extent, the Netherlands. According to the ECB, the increase
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in TARGET balances stemming from the concentration of cross border flows due to APP transactions
would reflect technical features of the euro-area financial structure rather than evidence of financial
stress. However, these imbalances recently may be well indicative of a persistent fragmentation within
the euro area’s financial markets as well as uneven liquidity allocation; the risks of which may be
understated. Against this background, the paper discusses what the underlying factors behind the recent
rise of TARGET2 (im)balances are, and the risks associated to rising Target (im)balances for the ECB’s
monetary policy.

 Since much of the EU money market integration (after 1999) is attributable to the establishment of the
TARGET system, the close monitoring of TARGET2 performance and imbalances could assist the ECB in
adopting targeted measures. It is interesting to note that such TARGET2 imbalances have in fact resumed
more recently. It is well known that TARGET2 imbalances rose substantially during the sovereign debt
crisis. According to the ECB (2017), the recent rise in TARGET 2 balances could be seen as the result of the
decentralised implementation of the extended asset purchase programme (APP). The programme entails
cross-border payments by the purchasing NCBs, with around 50% of involved counterparties resident
outside the euro area, including the UK. These counterparties access the TARGET system via a limited
number of financial centres, particularly Germany and, to a lesser extent, the Netherlands. According to
the ECB, the increase in TARGET balances stemming from the concentration of cross border flows due to
APP transactions would reflect technical features of the euro-area financial structure rather than evidence
of financial stress. However, the risks associated with persistently high levels of Target (im)balances
remain unclear. These imbalances recently may be well indicative of a persistent fragmentation within
the euro area’s financial markets as well as uneven liquidity allocation.

 Against this background, the paper asks to what extent the ECB’s APP is working properly; It analyses what
the underlying factors behind the recent rise of TARGET2 (im)balances are; It discusses whether these
imbalances are expected to persist and/or how are they are going to be absorbed; Finally, it evaluates the
risks associated to rising TARGET2 (im)balances and what the governance and monetary policy
implications of these persisting imbalances are for the ECB’s monetary policy and the stability of the euro
area.

Andrew Hughes HALLETT (Copenhagen Business School, Frederiksberg, Denmark)

TARGET is the payments system for making settlements between euro area economies and five other EU
economies. Cross-border transactions generate claims/surpluses and liabilities/deficits among national
central banks which “net out” for the system as a whole. These imbalances are manageable in relative
terms, but look large in absolute terms. None are larger than one third of their corresponding public debt
ratios; and despite a big build up in the 2010-13 period, the imbalances now appear to be on a non-
expanding cyclical path. The implications for the EU economies and their policymakers are less easy. The
main drivers, beyond the need to fund persistent current account deficits or surpluses, are the use of
different funding sources (some outside the euro area), internal and external portfolio re-balancing, loose
monetary policy and exchange rate risks. TARGET imbalances support quantitative easing, but are not
driven by it. The main threats are the divergence that interrupts further economic integration; and the
increasing liabilities taken on by the ECB since 2015. That said, self-correcting mechanisms are weak
which makes symmetric adjustments by both creditor and debtor countries essential (because of the
adding up constraint); and the difficulty that the imbalances cannot always be eliminated simply by
balancing current accounts around the system.

 This paper shows that i) Target imbalances are the result of more than just funding current account
imbalances. They may be due to inadequate credit/liquidity or the exposure to financial instability in the
EU economies, which suggests a part of the build-up has been due to the need to smooth consumption,
employment and growth when market-based lending dries up. ii) The sources of funding can play an
important role, as can a perception of exchange rate risk and the behaviour of the creditor economies if
they withdraw deposits from the ECB. Hence eliminating current account imbalances cannot remove
Target imbalances entirely. iv) The self-correcting mechanisms have been weak, implying that policies
need to aim at removing the causes of these imbalances in the long term rather than constraining them.

 Where do we stand?  v) The Target imbalances appear alarming because they have increased rapidly since
2009 and because they are large in absolute value. Claims on other EU members by Germany, the
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Netherlands and Finland increased by factors of between 6 and 12 times their level of 8 years earlier; and
the liabilities of Italy and Spain are 10 to 19 times larger. vi) Relative to GDP (the ability to repay or
withstand a default), they are not so large. None exceed a 33% imbalance ratio or one-third of their public
debt ratio.1 But they are increasingly divergent. That suggests the greater threat is to further integration;
and that the underlying risks are not yet dangerous, but could easily become so without restraint.

 The policy implications of this are: vii) Symmetric adjustments are absolutely necessary, that is in the claim
economies as well as the liability economies, because the imbalances necessarily sum to zero (unless the
ECB picks up the difference as it has done since early 2015). viii) It is in the interests of both claim and
liability economies to make those adjustments in order to lower risk exposures, to avoid a slowdown in
financially stable economies, and to lower inflation expectations. ix) To achieve that in the long term,
governments must inevitably fall back on structural reform policies. But that opens up a positive role for
Target imbalances; to provide financial space, in the sense of equation (1), for economies to undertake
the necessary reforms. Short term austerity policies cannot do that. x) It is necessary to start reducing the
ECB’s “liquidity provider of last resort” role for the reasons given at v) above. That function is better carried
out via quantitative easing, with support from Target imbalances kept in reserve for use in bad times.
Fortunately quantitative easing policies will now be curtailed (October 2017). This is the right strategy.

Topic 2: Design and sequencing of exit from non-standard monetary policy measures:
What should the ECB “new normal” look like?

CASE: Centre for Social and Economic Research (Roman Horvath)

This paper discusses 1) the design and sequencing of exiting from unconventional monetary policy
measures, which the ECB has undertaken to achieve price stability and support the euro area economy
and 2) the new normal—namely, how the future operational framework of the ECB should look and to
what extent it will resemble the pre-crisis state of affairs. Authors argue that the exit from unconventional
measures should be gradual and accompanied by transparent communication, and that the exit should
precede interest rate hikes. The new normal for the ECB is likely to be different from what we know from
pre-crisis times (prior to 2008). It is likely to be characterised by the continuation of an extended balance
sheet, more active communication measures towards the public, and a greater emphasis on financial
stability issues.

 A number of non-standard (unconventional) monetary policy measures have been introduced to support
the euro area economy during the crisis. While originally planned to be temporary, these non-standard
monetary policy measures have been in place for approximately a decade. The non-standard measures
have been effective, but also contain risks.

 Economic activity in the euro area is improving. Headline, core, and expected inflation are firmly in
positive numbers. The euro area unemployment rate has fallen into single digit numbers. At the same
time, the ECB’s monetary policy stance can be regarded as largely accommodative.

 The precondition to phasing out non-standard monetary policy measures requires inflation to be self-
sustained, without monetary stimulus. Core inflation rather than headline inflation can provide guidance
in this case.

 An overly cautious approach towards the exit from non-standard monetary policy measures contains risks
as financial institutions are likely to be involved in the search for yield more intensively for an extended
period of time. On the other hand, exiting too early from unconventional monetary policy measures
creates the risk of undermining the recovery in the euro area economy.

 The phasing out of unconventional monetary policy measures (asset purchases) must precede interest
rate hikes, otherwise the ECB would send mixed signals to the markets. Before phasing out, the ECB should
start communicating that monetary policy risks are largely balanced.

1 Luxembourg excepted; bearing in mind there is an exposure risk as well as a default risk.
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 To avoid disruptions in financial markets, the ECB’s asset purchases should decrease gradually and be well
communicated. Discussions regarding the increase of the deposit rate into non-negative territory should
be initiated.

 Once asset purchases are stopped, communication regarding the future size of the balance sheet and,
more generally, the new normal, should be initiated to guide the markets. Some shrinkage of the balance
sheet is desirable because it increases the room for monetary policy to manoeuvre in the future. The
strategies regarding the shrinkage of balance sheets have both pros and cons. Irrespective of the strategy
of shrinking the balance sheet (active sales versus holding bonds until maturity), the balance sheet is likely
to remain much larger than in normal circumstances in the coming years. An additional argument for the
extended balance sheet is that a central bank might find it reasonable to operate at longer horizons of
the yield curve via purchases and sales of long-term bonds.

 According to a survey of central bankers by Blinder et al. (2017), more active central bank communication
is expected in the future. However, there is an optimal level of communication. Communication on
financial stability issues (and certain unconventional measures) can be delicate, especially when financial
markets are less stable. In an environment of a flattening Phillips curve, inflation is largely driven by
inflation expectations (and less so by output and unemployment). Once the asset purchases programme
is over and monetary policy rates are not increased into positive territory, central bank communication is
without real backing and may risk losing its strength.

 Monetary policy normalisation means that monetary policy rates are increased closer to the natural rate
of interest. The current estimates of the natural rate of interest based on various New Keynesian models
can be biased downwards because they ignore financial cycles or use inappropriate interest rates. More
evidence on the natural rate of interest is needed.

 Some proposals that central banks should increase the inflation target to 4% appeared. The proposals are
motivated by the argument that a zero lower bound is more likely to occur in the future. The 2% inflation
target—which is typical for many central banks in developed countries—is too low, inhibiting their room
to manoeuvre with short-term interest rates. However, this proposal carries the risk that the inflation
target will be missed more often because of increased inflation volatility and less anchored inflation
expectations. In addition, trying to achieve a 4% inflation target in case of low trend inflation would
require very loose conventional monetary policy, possibly accompanied with unconventional measures.

 The ECB’s definition of price stability—a below but close to 2% annual inflation rate in the medium term—
could be made more accurate and more in line with the practice of other central banks (2% target with
±1 percentage point range). The term “below” contains ambiguity. The definition also implies that
deviations from the (unobserved) target are not treated symmetrically. The asymmetric treatment of the
inflation target makes sense when a new monetary policy regime is introduced and needs to build
credibility. The ECB is approaching its 20th anniversary; it might be worthwhile to rethink its definition of
price stability towards one that is more symmetric and less ambiguous.

DIW BERLIN (Marius CLEMENS, Stefan GEBAUER, Malte RIETH)

Although macroeconomic effects of asset purchases are intensively discussed, the literature addressing
“tapering” is rather thin. Using a broad definition of tapering the study considers three tapering scenarios
within a Dynamic Stochastic Equilibrium Model: A reduction of net purchases in the expansionary stage,
the announcements of an earlier exit, and a faster than expected exit. In all three cases the effects on
long-term yields are positive and negative on output growth and inflation. Quantitatively, the effects are
rather modest, however.

 There is a rich literature on the effects of asset purchases by central banks on financial markets and the
macro-economy. The estimates for the US, UK, the euro area and Japan range between +0 to +3.1
percentage points for GDP growth and +0.4 to 4.2 percentage points, depending on the country and
programme considered.

 However, the literature on the effects of different exit strategies from asset purchases is still rather thin.
Therefore, the potential effects of ending the asset purchases can in its simplest form be gauged by
flipping the sign of the estimated effects of the initiation of these programs
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 The authors model the time path of the APP programme within a macroeconomic model for the euro area
that incorporates financial friction and preferred habitat.

 The authors use the model to analyse the effects of tapering (reducing expansionary pace, exit or selling
additional bonds before mature) on EA output growth and inflation.

BRUEGEL (Grégory CLAEYS, Maria DEMERTZIS)

Discussions on how the ECB will reduce monetary policy accommodation as growth picks up in the euro
area are gaining momentum. Given that the ECB’s main interest rate instrument was constrained by the
zero-lower bound, monetary accommodation has also been implemented through a number of
unconventional monetary tools, which would have to be phased out. As this is unknown territory, it is
important to consider how to do that as well as what the ‘new normal’ in monetary policy should look
like.

 As growth picks up in the euro area, there is increasing pressure to reduce policy accommodation and
normalise monetary policy. What is not clear is whether normalisation means returning to the monetary
policy exactly as it was done prior to the crisis, or whether there is a new normal.

 The US Federal Reserve (Fed) was one of the first central banks to apply unconventional tools and has by
now already started the process of reversing them and normalising its policies. This experience provides
useful insights in the way the European Central Bank (ECB) should organise the process of reversing its
own policies.

 The authors first describe the ECB’s tool box to perform monetary policy and how this was extended
during the crisis, and provide a summary of the way this was done.

 Unconventional monetary policies have left the ECB and other central banks with large balance sheets,
which might be difficult to reduce quickly without affecting negatively financial markets. At the same
time, the interest rate, the central banks’ main conventional tool, might stay at a much lower level
compared to historical levels and closer to the zero-lower bound. The combination of these two issues
imply that monetary policy in the future could have to rely more on balance sheet policies and less on
interest cuts to provide accommodation during recessions.

 The authors discuss the benefits and drawbacks of large central banks’ balance sheets and ways of
reducing them. The authors believe that in order to avoid large movements in the markets this process
needs to be done very gradually and preferably passively. This necessarily implies that the process of
normalising monetary policy will entail long periods with large balance sheets. In the meantime, it might
therefore be better for the ECB to learn to live with a large balance sheet and organize the conduct of its
monetary policy and adjust its operational framework accordingly.

 Last, the authors discuss the sequence of the process of normalisation, which involves first tapering, then
slowly increasing the policy rate and last reducing the balance sheet itself. Drawing from the Fed example,
communication of this process needs to be done early to clarify the conditions that would need to be
satisfied at each step and what will be the end-goal in order to reduce uncertainty for market participants
and avoid any disruption in financial markets. Managing uncertainty will be an integral component of its
success.

OFCE : Observatoire Français des Conjonctures Économiques (Christophe BLOT, Jérôme
CREEL, Paul HUBER)

The authors review the set of arguments in favour of adding permanently balance sheet policies to the
central bank toolkit. Balance sheet policies could support financial stability and complement the role of
the standard – pre-crisis – policy to enhance macroeconomic stability. There are two major challenges
though. The first one refers to the trade-off between effectiveness and distortions. Conventional interest
rate policy aims at market neutrality whereas balance sheet policies target specific securities or markets
by construction. The authors argue however that under inefficient financial markets, balance sheet
policies would be helpful at mitigating market imperfections. The second challenge relates to
communication. If central banks have two instruments at hands – interest rate and balance sheet policies
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– they must make clear how they use them and for what purpose in order to avoid sending a confusing
signal on the monetary policy stance.

 The predictability of the exit from balance sheet policies is essential to ensure that financial markets can
digest the extra supply of securities that they will face when the ECB will taper.

 The question about what the central banks’ balance sheets should look like in the “new normal” come
down to the objectives of central banking and whether monetary policy should aim to maintain economic
and financial stability.

 The ECB should consider using balance sheet policies permanently if they prove to be effective even in
normal times and if they are complementary to the standard policy which boils down to the change in
the short-term policy rate.

 Balance sheet policies may provide the central banks with an additional instrument that would be useful
to achieve macroeconomic stability.

 A large balance sheet would allow the ECB to provide markets with a safe, short-term asset, which could
improve monetary policy transmission.

 Considering that financial markets are characterized by imperfections and inefficiencies, there is a role for
using balance sheet policies in the future in order to take advantage of the effect of changing the size and
the composition of the balance sheet to create (or correct) price distortions.

 Balance sheet policies may therefore be a useful complement to the standard interest rate policy in order
to reinforce the effect of standard policy when the transmission of changes in the short-term interest rate
is impaired or to mitigate the effect of standard policy on targeted financial markets for enhancing
financial stability.

 There seems to be a large set of arguments in favour of adding to the central bank toolkit balance sheet
policies that would support financial stability.


