
1

Monetary Policy Strategy Review

Listening Event



Malta adopted the euro as its currency on 1
January 2008, when the responsibility for
monetary policy was transferred to the
European Central Bank.

The Governor of the Bank is a member of the
Governing Council of the ECB, its highest
decision-making body.

The CBM contributes to the formulation of
monetary policy and its implementation in Malta.

Today, 19 EU member states have adopted the
euro as their currency.

What is the Central Bank of Malta’s 

monetary policy role?
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What is monetary policy?

Monetary policy is one of the principal levers of economic policy.

It aims at influencing money and credit, and financial conditions

more generally to achieve economic aims, traditionally through

the interest rate instrument.

Many central banks orient their monetary policy strategies

towards price stability, though employment and economic

activity are often also important objectives.
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EU law says that price stability is the primary policy objective of the ECB.
Price stability means that inflation – the rate at which prices of goods and
services change over time – remains low, stable and predictable.

Too-high inflation means that money loses its value quickly over time.
Too-low inflation makes it difficult to sustain economic activity in bad
times.

The economy works best when prices are stable. Stable prices imply that
money keeps its value. People and businesses can plan their spending
and investment better. This is a good foundation for sustainable growth in
economic activity and employment.

The ECB has defined its aim as keeping inflation below,
but close to 2% over the medium term.

Why price stability?
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When the economy is growing too fast,
inflation tends to rise, and the other way round.

To curb inflation, the central bank normally
raises the interest rates that it applies in its
transactions with the banking system.

These interest rates then affect bank lending
and deposit rates, government bond yields and
other asset prices, including exchange rates.

How does monetary policy work?
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As interest rates rise, credit growth slows
down and economic activity is restrained. In
turn, this tends to dampen upward pressures
on prices.

As interest rates worldwide have fallen to
levels close to zero, central banks have
adopted a series of non-standard monetary
policy measures.

These include negative interest rates, asset
purchase programmes, targeted lending
facilities for banks and forward guidance – to
stimulate consumption and investment
through cheaper credit and liquidity provision.

How does monetary policy work?
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In the euro area, the Governing Council (GC) is responsible for
taking decisions about monetary policy.

The GC meets every six weeks to assess economic developments
and the outlook for inflation and take the necessary policy decisions.
The GC relies on a thorough assessment of the economy, as well as
of developments in money, credit and financial conditions.

As monetary policy affects the economy with a lag, the policy
assessment has to be forward looking. This means that the quarterly
projection exercises are an important input to the decision process.
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How are 

monetary policy 

decisions taken?



The ECB’s monetary policy strategy was adopted in 1998 and it was last
reviewed in 2003.

Since then the euro area and the world economy have been undergoing
deep structural changes.

For instance, globalisation, an ageing population, climate change and the
spread of digital technology are changing the way economies work.

At the same time, interest rates are at historically low levels, which means
that standard monetary policy instruments may have reached their limit,
especially since periods of low inflation remain prolonged.

Why hold a strategy review?
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WHAT WILL THE 

STRATEGY REVIEW COVER?
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● Way in which the monetary policy framework has supported the
achievement of price stability in the euro area;

● Effectiveness of the monetary policy instruments the ECB uses, and
any potential side effects.

● Way in which the ECB defines price stability and how it formulates its
inflation aim.

● Other considerations, such as financial stability, employment and the
environment.

● Interaction between monetary and fiscal policy.

● Efficacy of ECB’s communication practices.

The strategy review will look at the:
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HOW CAN YOU HAVE A SAY?



The euro is the common currency

used by people across Europe for

their transactions and as a store of

wealth. We should therefore be

able to understand the ECB’s

mission and decisions.

As part of the strategy review, the

ECB is engaging with a wide

range of stakeholders. These

include politicians, academics

and the social partners.
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National central banks throughout

the euro area are engaging with

social partners and general public

in their respective countries.

The aim is to give stakeholders and

the public the opportunity to give

their feedback, in relation to the

strategy review. If preferred,

stakeholders can send feedback by

18 Dec 2020 to a dedicated email.
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StrategyReview@centralbankmalta.org
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The Central Bank 
of Malta will collate 
all the feedback it 
receives during 
these listening 

events.

The Bank will send the 
views of stakeholders 
and the general public 
to the ECB, which will 

take stock of the 
feedback received 

across all 19 Member 
States of the euro area.

The strategy review 
should be 

concluded by 
around mid-2021.
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What happens next?



THANK YOU 

FOR YOUR ATTENTION
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