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OTHOLIEHHMSI MeKIY eBPONECKUM PHIHKOM KANMUTAJIA U IeHEeKHO-KPeAUTHON MOJTUTHKON
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Tepan /luana I.

Acnupanm xagpedpvl hunancos

Apmsanckuil 2ocyoapcmeenHblil S9KoHomuyeckull yrusepcumem (Epeean, PA)

AHHoTanus. J[eHeXXHO-KpeAuTHas. MOJUTHKAa EBPO30HBI M PBHIHKM KalMTalda B3aMMHO BIMSIOT Ha IOKa3aTeIH IpyT
Apyra. B paMKax JaHHOI'O0 MCCJICAOBAHUA Mbl CTPEMUIMCH MPOAHAJIN3INPOBATH U CIIPOTHO3UPOBATH BIMAHUC NCHCIKHO-
KpPEeOUTHOW NOJMTHKKA EBporeiickoro meHTpalbHOro OaHKa Ha CErMEHTHl phIHKa Kamuraia. Hame wucciienoBaHue
OCHOBaHO Ha METOJOJOTUU CTPYKTYPHOM BEKTOPHOM aBTOPErpecCHOHHON Mozaenu. Vcnonb3ysl pa3auuHble CLEHApHH,
MBI CHIPOTHO3UPOBANIM 3HAYEHUs ITOKa3aTeIeld TOCYIapCTBEHHBIX OONUTaliii, KOPIOPAaTHBHBIX 0ONUTanuii U (pOHI0BOTO
peiEHKa B EBpO30HE B OTBET Ha W3MEHEHHS ICHEXHO-KpeauTHOW momutuku ELIb. OMmupudeckune pe3yinbTaThl
IIPOTHO30B TTOKA3aJIH, YTO MOJEIb B IIEJIOM CIIOCOOHA YJIIOBUTh OCHOBHBIE TEHACHINH HAOIIOJAEMBIX PHIHKOB B IEPHOL
NPOTHO3MpPOBaHMs. M3ydeHne 0a30BBIX M 0olee arpecCHBHBIX albTePHATHBHBIX NPOTHO30B, a TAaKXKe CPAaBHEHHE C
(aKTHYECKUMHU TIOKA3aTeJIIMU TI0KA3aJI0, YTO Y)KECTOYECHHE ACHEKHO-KPEAUTHONW IOIUTHKH IPHBENET K IIOBBILICHHIO
BOJIATHJILHOCTH Ha PBIHKaX TOCYapCTBEHHBIX M KOPIOPATUBHBIX OOIUranuii.

KuroueBble c10Ba: pIHOK KaluTana, 1eHeKHo-KpenuTHas nonutuka, EIIb, SVAR, ciieHapuu MporHo3upoBaHus

Euro Area monetary policy and capital markets = methodology. Employing different scenarios, we
mutually affect each other’s indicators. In the frame  forecasted the values of the government bond,
of this research, we aimed to analyse and forecast  corporate bond and stock market indicators in Euro
the European Central Bank’s monetary policy Area, in response to the ECB monetary policy
influence on capital market segments. We based our  changes.
study on structural vector autoregressive model

112



We constructed a standard structural vector
autoregressive model (SVAR) utilizing monthly data
of six European variables to evaluate monetary and
capital market relations. The sample period was
from January 2000 to December 2023. We
forecasted government, corporate bond yields and
the stock index changes from January 2022 to
December 2023 using static-stochastic forecast
solution to compare with the actual values and to
assess the model’s capability to predict market
movements’ directions in the short run. Also, we
plotted more aggressive alternative forecasting
scenario raising the interest rate by one percent over
the projection horizon. We used static-deterministic
solution to compare actual values, baseline and
alternative forecasts.

The order of monthly variables included in our
model is the following: ECB key interest rate
imported to the model as R, M2 monetary aggregate
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as M2, EU Harmonised Index of Consumer Prices
as HICP, 10-year government benchmark bond
yields as GB10, Euro denominated corporate bond
yields as CB and EuroStoxx 50 index changes as
stoxx50 change.

We conducted necessary model stability and
stationarity analyses to improve model specification.
According to various diagnostics, we designed our
SVAR model based on 12 lags.

We solved our model to be able to make short-
term forecasts. The forecasting horizon was from
January 2022 to December 2023. This horizon was
set to make it possible to compare actual figures
with the forecasted values of the variables. To

evaluate the forecast performance of the model, we
chose static-stochastic forecast solution to take into
consideration the uncertainty. Figure 1 represents
the dynamics of 10-year government bond yields’
actual and forecasted values.
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Figure 1. Euro area government bond actual yields and SVAR forecasted values with confidence bounds January 2020
— December 2023 (%) [1]

The government bond forecasted yields’ means
(GB_F _m) were close to actual values, especially at
the beginning of the projection period. In the
majority of cases the forecasts based on our model
were able to predict main trends in the government
bond market for the observed horizon. Forecast
results can be considered of good quality, as the
actual values of the yields were mainly between the
higher (GB_F h) and the lower (GB F 1)
confidence bounds.

Figure 2 shows the Euro area corporate bond
actual and forecasted yields. As can be seen from
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the graph, the forecasted (CB_F m) and the actual
(CB) values’ deviation was quite inconsiderable
since the beginning to nearly the half of the
projection period. However, over time, the values
started deteriorating. Despite this, the model
forecasts were able to illustrate the main directions
of corporate bond market movements. During the
plotting horizon, the actual corporate bond yields
were mostly within the 95% confidence interval
(CB_F hand CB _F ).

According to the forecasting results for the
Euro area stock market (Figure 3), all actual values



of the stock index changes were located within the
upper and lower confidence bounds, so the results of
the forecast were not bad. In most cases, during the
projection period, the forecasted and actual values
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moved in the same direction. The observed

deviations can be explained by the fact, that the
model forecast was not able to evaluate other factors
affecting the financial market movements.
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Figure 2. Euro area corporate bond actual yields and SVAR forecasted values with confidence bounds
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Figure 3. EuroStoxx 50 actual and forecasted monthly changes with confidence bounds
January 2020 — December 2023 (%) [3]

Based on the obtained forecast results, we
plotted an alternative forecasting scenario to
investigate how bond and stock markets would have
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behaved if the ECB had adopted a more aggressive
monetary policy path. According to our more
aggressive alternative scenario, which was based on



static-deterministic simulation, the interest rate
increased to a greater extent and at a faster pace
compared to the baseline scenario from January
2022-December 2023.

Figure 4 helps to compare Euro area
government bond yields’ actual values, baseline and
alternative scenario forecasts. Because of more
aggressive interest rate hikes, government bond
yields’ alternative forecast values (GB_Alt) acted
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more sharply compared to the baseline forecasts
(GB_B) for the same period. Though there were
some deviations from actual values, the forecasts
were able to predict the directions of government
bond market movements. It can be concluded that
more contractionary monetary policy of the ECB
would lead to higher volatility of Euro area
government bond yields.
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Figure 4. Euro area government bond actual yields, baseline and alternative forecasted values January
2020 — December 2023 (%) [1]
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Figure 5. Euro area corporate bond actual yields, baseline and alternative forecasted values January 2020
— December 2023 (%) [2]

In case of corporate bond yields (Figure 5),
alternative forecast scenario (CB_Alt) showed
worse results than the baseline forecast (CB_B)
during the whole projection horizon, but they were
able to catch main upward and downward trends in
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the market, especially at the beginning of the time-
line. Again, it can be noted, that more aggressive
interest rate hike, that is tighter monetary policy,
would result in higher volatility in the corporate
bond market, according to the model estimations.
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Figure 6. EuroStoxx 50 actual, baseline and alternative forecasted values January 2020 — December 2023

Figure 6 presents the baseline and alternative
forecasts, and actual values of stock market monthly
changes. During a couple of months there were
significant differences between observed three
indicators, because sometimes the forecasts were not
able to consider the information, that affected the
market, but was not included in the model variables.
At the same time, there were periods when the
alternative forecasts, based on higher interest rates,
were closer to the actual dynamics of the stock
market, compared to the baseline scenario.

Conclusion

In order to evaluate the relations between the
ECB monetary policy and different segments of
European capital market, we made a standard
structural vector autoregressive model that included
monthly dataset of six variables from January 2000
to December 2023.

Based on our model, we forecasted government
and corporate bond yields and stock index changes
to compare with the actual values of the variables
from January 2022 to December 2023. Our
forecasting results highlighted that almost all actual
values of government bond and corporate bond
yields, and EuroStoxx 50 changes were placed
within the upper and lower confidence bounds of the
model forecast solution. This suggested that the
model was able to predict main directions of the
fluctuations in the observed markets for the
projection horizon. The deviations between actual
and forecasted values of the variables could be
explained by the fact, that the model did not contain
information on other factors affecting the segments
of the capital market in the Euro area.

Along with the baseline forecast, we plotted
alternative forecasting scenario to investigate how
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(%) [3]

bond and stock markets would have responded if the
ECB had adopted more aggressive contractionary
monetary policy. For the projection period we raised
the key interest rate by greater extent compared to
the actual values. The comparisons between
baseline, alternative forecasts, and the actuals
suggested that tighter monetary policy, would result
in higher volatility in bond markets. According to
the model estimations, for some periods in the stock
market the alternative forecasts with higher interest
rates, were closer to the actual dynamics, compared
to the baseline scenario.
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