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Is ‘more’ transparency always ‘better'? (1)

« The answer depends on whether we are considering transparency about (i)
monetary policy, (ii) market operations or (iii) the internal management of the
CB.

* More transparency is often better, but not always.

. Monetary policy — More transparency Is better:

« By making current policy easier to understand and future policy more
predictable, transparency has two benefits:

1. Increases policy makers’ leverage over long interest rates.

2. Reduces volatility of financial prices since they respond less to expected
events in the far future than in the near future.

* The benefits of transparency vastly outweigh the costs.
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Is ‘more’ transparency always ‘better'? (2)

II.  Market operations — More transparency is sometimes better:
« Key issue is whether the CB wishes to impact on financial prices:
« FXintervention vs. shrinking the balance sheet.
« Cost of providing transparency is trivial.

IIl. CB's internal management — Transparency is desirable but can be costly:

« Appropriate for the public, journalists and others to ask questions to ensure
that the CB Is properly managed and is moving with the times.
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s ‘more’ transparency always ‘better'? (3)

 But:
* Not all questions are obviously intended to improve the functioning of the CB.
* Providing answers can be costly.

* There is sometimes a need for management to review answers and provide
context.

* There is a risk that providing information will invite increasingly detailed
questions.

« (Cost-benefit considerations suggest that balance is important.

* Examples:
« What is the CB’s annual travel budget?
« How much does it spend on taxis?
« What was the most expensive taxi ride in 20167
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Clarity of message (1)

« Why are CBs often seen as opaque?

« Historically, public sector agencies have often sought to protect themselves.

« Today, CBs often perceived as opaque because the public’'s expectations about
what information is available are not always reasonable.

« “Inflation is at target — why did you cut interest rates?”
* The state of the economy is more uncertain than commentators think:
1. Data are often released with lags and are often revised, sometimes repeatedly.
2. Not clear how some variables are best measured (e.g., labour market “slack”).

* Policy makers build up a mosaic of the economy by looking at many different
data series, attaching little significance to any individual time series or data
point.

« While this makes for better policy, it complicates communication.
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Clarity of message (2)

o “Will you will raise rates next month?”

« Policy Is set one-meeting-at-a-time and often by a committee:
1. CBs can not speculate about policy decisions that they have not discussed.
2. The chair may find it difficult to speak for individual committee members.

« “Since you didn’t raise interest rates, are you behind the curve?”

« The economy is less sensitive to monetary policy than is sometimes believed:

1. While changes in interest rates over the interest cycle have large effects, it matters
little if interest rates are changed 0.25% now or in 8 weeks' time.

2. Rates can always be changed by 0.50% if required.

« Policy makers have more leeway to wait with changing policy than some
commentators recognise.
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summary

« Transparency is generally a good thing, but the appropriate degree varies
between different CB activities.

 When CBs are seen as opaque it is often because of unrealistic expectations
about what information they can provide:

« (Can be difficult to describe the state of the economy since it is so uncertain.

« (Can be difficult to discuss future policy since policy makers have not yet
considered it.

« (Can be difficult to explain policy when it is set by committee.
« Some information is not readily available and can be costly to collect.
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Disclaimer

This document does not constitute and shall not be construed as a prospectus, public
offering or placement of, nor a recommendation to buy, sell, hold or solicit, any
investment, security, other financial instrument or other product or service. It is not
intended to be a final representation of the terms and conditions of any investment,
security, other financial instrument or other product or service. This document is for
general information only and is not intended as investment advice or any other specific
recommendation as to any particular course of action or inaction. The information in
this document does not take into account the specific investment objectives, financial
situation, tax situation or particular needs of the recipient. You should seek your own
professional advice (including tax advice) suitable to your particular circumstances prior
to making any investment or if you are in doubt as to the information in this document.

This document contains material that may be interpreted in the country in which this
document has been communicated as a financial promotion and/or advertisement in
relation to investment services, securities or other investments. Accordingly, the
information in this document is only intended to be viewed by persons who fall outside
the scope of any law that seeks to regulate financial promotions and/or advertisements
in the country of your residence or in the country in which this document has been
communicated. If you are uncertain about your position under the laws of the country in
which this document has been communicated then you should seek clarification by
obtaining legal advice.

Although information in this document has been obtained from sources believed to be
reliable, no member of the EFG group represents or warrants its accuracy, and such
information and/or investment research may be inaccurate, incomplete or condensed.
Any opinions in this document are subject to change without notice. This document may
contain personal opinions which do not necessarily reflect the position of any member
of the EFG group. To the fullest extent permissible by law, no member of the EFG group
shall be responsible for the consequences of any errors or omissions herein, or reliance
upon any opinion or statement contained herein, and each member of the EFG group
expressly disclaims any liability, including (without limitation) liability for incidental or
consequential damages, arising from the same or resulting from any action or inaction
on the part of the recipient in reliance on this document.

The value of investments and the income derived from them can fall as well as rise, and
any reference to past performance is no indicator of current or future performance.

Any past performance data for collective investment schemes may not take account of
the commissions and costs incurred on the issue and redemption of shares. Income
from an investment may fluctuate. Investment products may be subject to investment
risks involving, but not limited to, possible loss of all or part of the principal invested.
The risk of loss from investing in commodity and financial futures, foreign exchange
contract securities, warrants and index contracts and options can be substantial.

The availability of this document in any jurisdiction or country may be contrary to
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local law or regulation and persons who come into possession of this document should
inform themselves of and observe any restrictions. No distribution of this information to
anyone other than the designated recipient is intended or authorized. This document
may not be reproduced, disclosed or distributed (in whole or in part) to any other person
without prior written permission from an authorised member of the EFG group.

This document has been produced by EFG Asset Management (UK) Limited for use by the
EFG group and the worldwide subsidiaries and affiliates within the EFG group. EFG Asset
Management (UK) Limited is authorised and regulated by the UK Financial Conduct
Authority, registered no. 7389746. Registered address: EFG Asset Management (UK)
Limited, Leconfield House, Curzon Street, London W1) 5JB, United Kingdom, telephone
+44 (0)20 7491 9111.

If you have received this document from any EFG group affiliate or branch in any
country listed below please note the following:

Liechtenstein: EFG Bank von Ernst AG is regulated by the Financial Market Authority
Liechtenstein, Landstrasse 109, P.O. Box 279, 9490 Vadugz, Liechtenstein.

Luxembourg: EFG Bank (Luxembourg) S.A. is listed on the official list of banks
established in Luxembourg in accordance with the Luxembourg law of 5 April 1993 on
the financial sector (as amended) (the “Law of 1993"), held by the Luxembourg
supervisory authority (Commission de surveillance du secteur financier), as a public
limited company under Luxembourg law (société anonyme) authorised to carry on its
activities pursuant to Article 2 of the Law of 1993. Luxembourg residents should
exclusively contact EFG Bank (Luxembourg) S.A, 14, allée Marconi, L-2120 Luxembourg,
telephone +352264541, for any information regarding the services of EFG Bank
(Luxembourg) S.A. Monaco: EFG Bank (Monaco) SAM is a Monegasque Public Limited
Company with a company registration no. 90 S 02647 (Registre du Commerce et de
l'Industrie de la Principauté de Monaco). EFG Bank (Monaco) SAM is a bank with financial
activities authorized and regulated by the French Prudential Supervision and Resolution
Authority and by the Monegasque Commission for the Control of Financial Activities.
Registered address: EFG Bank (Monaco) SAM, Villa les Aigles, 15, avenue d'Ostende - BP
37 - 98001 Monaco (Principauté de Monaco), telephone: +377 93 15 11 11. The recipient of
this document is perfectly fluentin English and waives the possibility to obtain a French
version of this publication.

Switzerland: EFG Bank AG, Zurich, including its Geneva branch, is authorized and
regulated by the Swiss Financial Market Supervisory Authority (“FINMA”). Registered
address: EFG Bank AG, Bleicherweg 8, 8022 Zurich, Switzerland and EFG Bank SA, 24 quai
du Seujet, 1211 Geneva 2, Switzerland. The Directive on the Independence of Financial
Research issued by the Swiss Banking Association does not apply to the communication
of this document. To the extent that this document contains reference to any structured
product, structured products are not subject to the authorisation and supervision by
FINMA. Investors are exposed to the default risk of both counterparty and guarantor.



