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How does the National Bank of Georgia implement Monetary Policy?

Konstantine Barabadze, PhD student
Georgian Technical University

Summary

The article discusses the ways in which the National Bank of Georgia conducts its monetary policy to sustain its
main mandate of price stability. The monetary policy pursued in Georgia is based on the inflation targeting regime,
the best international practice for achieving price stability. Under this regime, the National Bank of Georgia has a
pre-defined inflation target and implements the monetary policy in such a way that inflation stays close to it in the
medium term.

The paper analyzes the notions of monetary policy and price stability, and explains how the National Bank of
Georgia implements monetary policy.

Further, the paper discusses the advantages of the inflation targeting regime, providing the definition of the
inflation target, the system of forecasting and forward-looking policy analysis, and communication. One of the ad-
vantages of the inflation targeting regime compared to other monetary policy regimes is its ease of communication.
It is a pre-announced specific target that allows the central bank to set the key objective accurately, while forming
the right expectations for future changes in monetary policy.

The article also discusses the basic principles of monetary policy, saying that the independence of the central
bank is one of the necessary preconditions for a successful and effective monetary policy, along with accountability
and transparency.

The paper discusses how monetary policy decisions are made and implemented in practice, and the instruments
used by the National Bank of Georgia in implementing monetary policy.

Key words: Monetary Policy, Price Stability, Inflation, Inflation Targeting Regime, Interest Rate, Inflation
Targeting, Central Bank Independence, Central Bank Transparency and Accountability, Monetary Policy Report,
Communication.
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