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Qpuiwyjupuyhtt ppnupujubtnipyjub wqptignipyniip juuhwwih 2nijugh ypu
Jpuwumwbind

Shpyuwh Lhwbou Q.

<Swyuwumnmwbh whwwlwb mlonbuwghwwdpub hulduguwpud,

Dplubmlpui puwlmpnton, dplunbivwblp wlphnih wuwyhpwion (Gpluwh, <<)

Withnthwghp. pudwdupluyhtt punupwlubinipnibt wgqnbgnipynih £ nidkbnid  Gpyph - mbntiunipjub
nwppbp hwnJwottiph, wn pYnd twl Shtwbuwfubt niubtph Jpu: dhtwbuwlub nijuyh Juplinp
hwnjwd hwinhuwgnn  Juuwhunwh  niuyh  gnigwbhpdbipp bu  Ghpwpyynd &b ppudwdupluyht
punupwluinipjud wgptignipjuin: Uhpwqquyhtt thnpdh niunidbwuhpnipnihg wwpgq L nunbnid, np
thnfumgntignipynibbtinl wytjh nidbin G b withwym qupgqugwd Juwhwwih pnijubtph b ppudwdupluyht
punupwliuwbinipjul  gngwbhpitph  dholi: Uhlbnylh dwdwbwl, htunwppppmipmid § Ghpluyugbnid
nuniiimuhpt]  ppudugupuyht - puqupujuinmipgut gnpohpitiph ' Juuyhuugh  nijugh wwppbp
utiqitibmbtiph hnpuhwpuptpniemibitppn qupqugnn pnijuibip nioitignn Gppatpnd: Gyl ndbhumy
htmwquynid  hwdtidunt; unwgywod  wpynibpbtipp << hwdwbdwb  gnigwmbthpitiph  htim®  dtip  Ynndhg
htmugnuyty £ dpuunmwbh jhbunpnbwui pwdih gpuiwdupuyghtt punupuubinipgui wmqntignipyniap
Juuyhnwih nijuyh wmuppip hwngwodtitiph ypu oqumugnpotny ytjunp unjunnbigntuhnd dnnpuynpdwi
(SVAR) dbpnpupuwimpmibp: Oputu Juuyhumugh omugh punlugnighy dwubtp Gh Jtpgyt] ymwljub
wwpumuwwmniutiph  onijul,  Gnpunpunhy - wuwpuowwndubph o omut b pwdbbtmndutph oniljub:
Onihnlumubbitiph dhelt Ynntijughnt juytiph ytpnidnipyniihg b junnigguopuyhtt yiumnp wwmnnbtigptiuhn
Unntijh Junnigniihg ni qbwhwwnithg hton dtp Ynndhg hpwuwbwgdl; £ hdwyniu  wpdugqubpdwmb
dniLbyghwdiph (impulse response functions) htumwgnunipnil: Niuniibwuhpdty Gb Eynbndibmphy dnnpbijnid
ningpiyuo  gnigwbhpiph  wpdwqubpbtipp  Jpwunwbdh  Ghbwopnbwubt pwbyh gpudwdwupluyhb
punupwuinipyut hpdtwuh gnpdhph’ mninuumpnyph npuijub ;nihb:

{wlignigupwpbp. Jpuunmwb, nppuiwdupuyhtt punupwjubtnipnid, juuyhnugh mu, SVAR, hduniu
wpdwquipiwb Ytipmnidnipinih

Biansinue MOHeTApPHOM NMOJMTUKU HA PHIHOK KanuTaJa B [ py3un
Tepan /luana I.

ApmsaHcKuUl 20Cy0apcmeeHHblLL SIKOHOMUYLECKULL YHUBEpCUmenmn,
Qunancosvlii hakynemem, acnupanm Kageopwol punancos (Epesan, PA)

AHHoTanus. J[eHe)XHO-KpeAnTHas MOJUTHKA BIMSAET Ha pa3iM4YHbIE OTPACIXd SKOHOMHUKH CTpPaHBI, B TOM dYHCJE Ha
(MHaHCOBBIE PHIHKH. J[€HEXHO-KpEeOuTHas NOJUTHKA TaKXKE BIMSET Ha II0Ka3arelld PhIHKA KaluTaja, KOTOPBIN
SIBJISIETCSI BOKHOM 4acThi0 (DMHAHCOBOTO PHIHKA. VI3 M3ydeHHs MEXIyHApOAHOTO ONbITa CTAHOBUTCS SICHO, YTO MEXIY
Pa3BUTBIMU PLIHKaMHW KallMTaJla U MOKa3aTCIsIMU [[eHe)KHO-er)II/ITHOﬁ IIOJIUTUKHU BSaHMOHeﬁCTBHH 60.]'[66 CHJIBHBIC U
ouyeBHJHBIE. B TO k€ BpeMs MHTEPECHO M3Y4YHUTh B3aMMOCBSI3b MEXy MHCTPYMEHTaMH JE€HEKHO-KPEIUTHON MONUTHKI
U DPa3IUYHBIMU CETMEHTAMHU pBhIHKA KalHuTajga B CTpPaHax C pa3BUBAOIUMHCA pbIHKaMH. C IENbl0 JadbHEHUIIero
CPaBHEHHs IOJyYEHHBIX PE3YJIbTaTOB C AHAJOTMYHBIMU MOKA3aTeJssMU B ApPMEHHH, MBI HCCIEAOBAIN BIMSIHUE
JNCHEeXKHO-KPEAUTHOW TMOJIWTHKA IEHTpPAlbHOrO OaHka [py3nm Ha pa3IMYHBIE CErMEHTHl pBHIHKA KamnmWTajga C
HCIIOF30BAaHINEM METOHOJIOTHH BEKTOPHOTO aBTOperpeccnoHHoro momenupoBanms (SVAR). B kagectBe cocTaBHBIX
yacTel phIHKA KamWTaixa OBUTH B3STHI PHIHOK TOCYNapCTBEHHBIX OONHUTaIliid, PHIHOK KOPIIOPATHBHBIX OONHTalui U
(donmoBbIi piHOK. [Toce aHamM3a KOppesIuii MeXy IepeMEHHBIMH, TIOCTPOCHHSI U OLIEHKH CTPYKTYpPHO# BEKTOPHOM
ABTOPETPECCHOHHONW MOJIENH, Mbl IPOBENIH HCCIeqOBaHue (YHKIMI HMIYIbCHOrO OTKIMKa (impulse response
functions). brula M3yuyeHa peakuusi MHAWKATOPOB, BKIIOYCHHBIX B 9KOHOMETPHUYECKYIO MOJENb, HA MOJOKUTEIbHBINA
LIOK IPOLICHTHOM CTaBKH — OCHOBHOTO MHCTPYMEHTA JICHE)KHO-KPEJUTHOM MOJIMTUKH HEHTpaIbHOro OaHka ['py3un.
KuroueBrble cioBa: ['py3us, N1eHe)KHO-KpeIUTHAS MOIUTHKA, PHIHOK KanuTaia, SVAR, aHamN3 UMITyIbCHOTO OTKIIMKA
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Monetary policy tools and financial markets are
closely interrelated. The bond between monetary
policy changes and capital market fluctuations is
more visible in more developed countries.
Sometimes, the connection between central banks’
interest rates and private sector securities. such as
corporate bonds and shares, can be considered weak.
In the frame of this article, we analysed monetary
policy and capital market relations in the Republic
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of Georgia to have an idea how different segments
of capital market react to changes of National Bank
of Georgia.

We selected six variables that describe both
monetary conditions and different parts of capital
market in Georgia. Interest rate set by National
Bank of Georgia was the main indicator of monetary
policy direction. Figure 1 shows the dynamics of
monetary policy interest rate.
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Figure 1. National Bank of Georgia interest rate [1]

M3 monetary aggregate and consumer price
index were picked up to represent overall monetary
situation in the country. Moreover, they are under
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direct influence of central bank’s policy. Figure 2
and 3 present the movements of M3 and CPI over
the same month of the previous year respectively.
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monetary aggregate (millions GEL) [1]
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Figure 3. Consumer price index (%) [2]

To study capital market we divided it into The corporate bond and stock markets were
government bond, corporate bond and stock shown with the help of total trading values on
markets. We took the average yields of government  Georgian Stock Exchange (Figure 5 and 6).
bonds with longer maturity to present state sector of
capital market (Figure 4).
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Figure 4. Government bond average yields (%) [1]
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Figure 5. Corporate bond trading value (USD) [3]
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Figure 6. Stock trading value (GEL) [3]

We calculated correlation coefficients between
the mentioned six variables to investigate the
connections. Table 1 represents the correlation

between monetary policy and capital market
segments in Georgia.

Table 1. The correlation matrix of NBG interest rate (R), M3 monetary aggregate, CPI, government bond yields (GB),
corporate bond trading value (CB) and stock trading value (S)

R 1.000000 -0.075147 0.559660 0.740865 -0.025958 -0.040053
M3 -0.075147 1.000000 -0.110395 -0.247827 -0.070846 0.175534
CPI 0.559660 -0.110395 1.000000 0.720025 -0.087246 -0.111227
GB 0.740865 -0.247827 0.720025 1.000000 -0.114922 -0.044188
CB -0.025958 -0.070846 -0.087246 -0.114922 1.000000 -0.001312

S -0.040053 0.175534 -0.111227 -0.044188 -0.001312 1.000000

The table was created by the author based on own calculations

The highest positive correlation coefficient was
registered between government bond yields and
interest rate. The correlation is quite strong and
positive among government bond yields and
consumer price index. In case of corporate bonds
and stocks connections appear to be weak and
sometimes insignificant. There is also high level of
positive correlation between consumer prices and
the interest rate of the central bank.

Using monthly time-series of the abovementi-
oned six variables we designed standard structural
vector autoregressive model to investigate how
monetary policy and capital market interact in
Georgia. The order of the variables included in the
model is as follows: NBG interest rate (r), M3
monetary aggregate (M3 change), consumer price
index (cpi), government bond yields (gb), corporate

bond trading value (cbvalue change) and stock
trading value (stockvalue change) registered in
Georgian Stock Exchange.

In order to determine the order of integration of
the variables we conducted Augmented Dickey-
Fuller, Phillips-Perron and Kwiatkowski-Phillips-
Schmidt-Shin (KPSS) unit root tests. Stationarity
analysis revealed that interest rate, cpi, M3 and
government bond yields were stationary at first
difference (I(1)), while the remaining variables were
stationary at level (I(0)). Lag length examination
results highlighted that the most appropriate lag
number was 10, taking into consideration the
characteristics of our dataset, lag specification
criteria analysis results and shortness of time-series
available. Our structural VAR model was stable, and
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all inverse roots of AR polynomial were inside the
unit circle, according to VAR stability diagnostics.

After SVAR model identification and
estimation, we performed impulse response
functions analysis to see how variables included in
the model react to the shock of monetary policy
interest rate. The magnitude of the shock was one
standard deviation. The time horizon of the
projection was set at 24 months. Figure 7 represents
the responses of interest rate, M3, consumer prices,
government bond yields, corporate bonda and stocks
traded values to the interest rate impulse.

The response of the monetary policy interest
rate to its own shock was strong and positive.
Consumer price index responded negatively to
interest rate rise, which was expected according to
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the theory. The negative effect on inflation lasted
quite long returning to pre-shock levels after around
14 months. The response of M3 monetary aggregate
to interest rate impulse was weak and positive at the
first lag. Then it started to decline becoming
significantly negative by the second month. Overall,
the reaction of M3 was quite volatile. Government
bond yields’ initial response was negative, but it
started recovering and turning positive by the
second lag, staying above zero until almost fourth
period. Corporate bond value traded on the stock
exchange reacted negatively to the interest rate
shock at the beginning, however it grew to become
positive the second month. Stock market response to
the impulse was very muted during first periods, but
then the fluctuations became more visible.
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Figure 7. Responses to Cholesky One S.D. (d.f. adjusted) innovations = 2 S. E.
The figures were exported from Eviews software, based on our SVAR model impulse response analysis

Based on our estimations, it can be noted that
capital market in Georgia is developing. Monetary
policy of National Bank of Georgia affects
government bonds segment at a greater extent
compared to other parts of capital market. Impulse
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response analysis found out that central bank’s
interest rate positive shock led to government bond
yields immediate negative reactions, which then
started to recover turning positive and aligning with
the expectations and theory. In case of corporate



bonds and stocks trading value changes, the reaction
was negative at the beginning of the projection
period. Corporate bond market reaction became
positive in response to the interest rate shock over
following lags, while stock value changes’ response
remained a bit muted.
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