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It is a pleasure to welcome you all to the Biennial Conference of the Irving Fisher Committee (IFC).
This is already the 11th in the series, all hosted by the BIS. | am especially glad to see that former
IFC Chairs, the current Chair and the Chair-to-be are participating. This is a clear sign of the
importance of the event. | am sure that, as in past, the conference will provide plenty of food for
thought to better inform our discussions and help implement the IFC's agenda. Last but not least,
it is great that, finally, we can all meet in person.

The programme and the IFC's agenda are naturally concerned with the challenges of the day and
with the statistics that will help policymakers address them. Today, however, | would like to stand
back and reflect on how the past can inform the present and on the role that statistics can play in
that context.

This will also allow me to introduce the "new kid on the block” — the latest addition to the IFC's
“enlarged” family. This is the central bank network on historical monetary and financial statistics
(HMFS), which brings together central bank statisticians and academics. | am particularly excited
about this development.

| will address three questions. Why do we need historical economic statistics? What is the network
about? And what has been its most concrete output to date? Consider this an open invitation to
get more involved in the network’s activities.

The value of historical economic statistics
They say that history is to society what memory is to an individual. Memory is what provides

continuity to us as individuals. One could even say that it is the basis of consciousness, as we can
only exist in time. It helps define who we are.

! The views expressed are my own and not necessarily those of the BIS.



< BIS

Of course, history has a connotation of “distant memory”. But that, too, helps define who we are
and determine what we do. Moreover, the dividing line between “history” and “recent past” — or
“yesterday” — is fuzzy and context-dependent. Often, the line is arbitrarily drawn at the point when
our own experience begins. Introspection comes in handy here. When | was a teenager, | thought
of the 1920s as distant history; today, | think of the 1970s as yesterday. And yet, they are both
separated by half a century.

What is true of history in general is also true of economic history, be it the history of economic
thought or the history of events. And all study of economic history must be based on statistics,
ie the “facts” or data points that inform our interpretation of what happened. Hence their critical
importance in understanding the past and in drawing lessons for the present.

Although | did not have much exposure to economic history in my years at university, | came to
embrace it during my professional life. Personally, | found it essential to shed light on the
preoccupations of current policymakers. The list of issues, as reflected in my work, is not a short
one. It includes issues such as the hidden perils of the so-called Great Moderation; the costs or, in
fact, non-costs of deflation; the usefulness of the concept of the natural interest rate; the great
power but also great limitations of monetary policy; the waxing and waning of central bank
independence; and, more generally, how policy regimes shape, and are shaped by, the economic
environment in an interaction that can spring challenges from unsuspected quarters — the Great
Financial Crisis of 2008-09 being the most notable example.

It goes without saying, reading history correctly is tricky. Drawing lessons for today requires
identifying what can and cannot be inferred given the difference in context. In turn, this calls for
knowledge that goes beyond narrow economic understanding and a degree of imagination, to
avoid projecting onto the past today's intellectual baggage and vice versa. This is also true for the
statisticians that develop the raw material that economists work with. | will get back to thisin a
minute.

The HMFS network

What, then, is the HMFS network? It is an informal group that brings together central bank
statisticians, economists with a strong interest in statistics and academics to exchange views and
share their experience in the development and use of historical monetary and financial statistics.
The objective is to help develop those statistics and to stimulate their production more broadly.
The group is very much a “coalition of the willing”. At present it involves 10 central banks and 2
academics.

Importantly, the focus of the group is not on collection, but on design and production.
Participants have been brought together by the recognition that production of historical statistics
is both hard and a public good. As a result, there is a strong disincentive to create them.
Participants also recognise that a robust transnational methodology is necessary to guide the
production of high-quality statistics. Hence the core concern with methodology and the aspiration
to delineate standards of good practice. In the absence of such guidance, it is all too easy for
compilation of national statistics into panels to involve series that are not only imperfect, but like
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Tolstoy’s unhappy families, which are all unhappy in their own way, to all be imperfect in their own
way.

The group has two guiding principles. One is the importance of comparability of statistics across
countries and time. The other is the importance of transparency in how those statistics are
produced, in "how the sausage is made”, as it were. Transparency is essential to address the major
obstacles and pitfalls involved as well as to give rise to an “open-ended” process. This is how
knowledge is transferred and statistics can be improved over time.

Transparency is of the essence to improve not just production, but also consumption. All too often
economists, as main consumers, take statistics at face value. Sometimes | have been guilty of this
sin myself! It is important that statisticians do not tire of raising awareness. This is true not only of
historical statistics, but of current ones as well!

As the group notes, producing high-quality historical statistics requires “statistorians” —
professionals who combine technical statistical know-how with an understanding of history. This
allows them to place the original statistics in their proper institutional data-generating context
and hence to understand sources and the sources’ limitations. We need more of them. Hopefully,
the efforts of the network will stimulate their emergence.

The first report

The group first met at the BIS in October 2016 and, subsequently, at roughly yearly intervals,
interrupted by the pandemic. | guess you will be asking yourselves: “What about any concrete
output?”.

The first visible output is a report or monograph to be released soon entitled “Historical monetary
and financial statistics for policymakers: towards a unified framework”. As with any first child, its
birth has proved challenging but also very rewarding!

The report does three things: it provides context on the history and purpose of the group; it lays
out the key methodological principles; and it applies them to the construction of interest rate,
credit and real estate price statistics. The principles are then illustrated concretely by the statistical
series put together by participating central banks. These include those of the United States, Japan,
France, the United Kingdom, Italy, Canada, Austria, Sweden, Norway and Denmark.

Why the choice of those economic variables to start with? Three reasons.

First, they have come to prominence in policymaking owing to the historical re-emergence of
major financial cycles. After being dormant for several decades, these cycles have been at the
heart of business cycles since the mid-1980s. But they had also been common in the late 19th
century all the way to the Great Depression. There are clearly lessons to be learnt.

Second, statistics on credit and real estate prices are comparatively scarce and, surprisingly, rather
poorly understood (we were struck by this). And those that do exist have significant shortcomings.
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Third, from a methodological perspective, the three series shed light on different issues. One is
the deceptive simplicity of the construction of (short- and long-term) interest rate series (a
financial price). For example, the construction of benchmark interest rates involves sometimes
subtle questions concerning the structure and operation of markets, the specific nature of
contracts as well as those of pricing practices and conventions. Another issue is the huge
complications that hinder the production of consistent credit aggregates (a financial quantity) — a
financial variable that had been neglected until recently in favour of its close cousin, monetary
aggregates. Yet another issue is the complexity of aggregating into an index highly heterogenous
assets (real estate), which can have first-order effects on the corresponding series.

What are the key takeaways of the report? Many! | have already mentioned some and would
strongly encourage you to read the whole study, which is one of a kind. But in the time available,
let me mention two. One is conceptual and often overlooked. The other is empirical and largely
novel.

The conceptual one is that, fundamentally, building historical statistics requires dealing with
synthetic countries and synthetic objects. Synthetic countries, because the borders of nation states
have been in flux. This has important and often neglected implications for the interpretation of the
statistics. Synthetic objects, because the same term can be applied to highly different variables.
Just think of how much what constitutes the right “policy interest rate” varies across countries and
has changed over time! Both issues require careful treatment.

The empirical takeaway concerns what one might call “missing credit”. This largely reflects a focus
on regulated institutions and, more specifically, banks — sometimes only a subset of them — in the
construction of the statistics, an instance of “look under the lamppost” syndrome. The most widely
used historical credit statistics miss large chunks of credit. What today would be termed “shadow
banking” was typically big, and so was “peer-to-peer” lending in several countries, in the form of
mortgage credit often intermediated by notaries. Not such new phenomena after all! As a result,
our understanding of the degree of “financial deepening” or of the information content of credit
aggregates for financial crises has probably been distorted, across both countries and time,
despite efforts to overcome the drawbacks in the data.

Conclusion
Let me stop here.

| hope | have encouraged you to reflect more on the value of historical statistics and of their
careful construction. If something is a public good, as the production of these statistics is, it is
worth investing in it. Critically, the importance of a transparent approach cannot be emphasised
enough, as a means to bring to light the statistics’ strengths and limitations, to allow for their
improvement over time and to facilitate their proper interpretation and use.

The message of the network is both sobering and optimistic. It is sobering, because it offers a
vigorous discussion of the limitations of existing measures of our macro-financial history. It is
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optimistic, because while the gaps and imperfections are extensive, they can be overcome. The
network offers a way forward.

You can see how the IFC having the HMFS network operate under its aegis — "adopting” this
young kid, as it were — is mutually beneficial. It offers the network a welcome and cosy new home,
and it offers the IFC a new vehicle to develop policy-oriented statistics and to nurture links with
academia. We are grateful for your decision.

| very much hope, too, that my remarks have whetted your appetite for the work of the network.
Consider this an open invitation to become more involved in its activities!
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