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Check against delivery.

Thank you very much for inviting me to talk at this year’s Konstanz Seminar. The Konstanz Seminar is clearly a
landmark institution for monetary policy discussions in Germany – and beyond. It was founded in 1970 by Karl
Brunner. My academic teacher at the University of Bonn, Professor Manfred J.M. Neumann has played a key role over
many years to keep the seminar a vibrant place. Monetarists’ views of monetary policy have been a unifying feature
for many participants of the seminar. I vividly recall my first visit to the seminar in the late 1990s.  

Much has happened since then. In academia, there has been a revolution in terms of using microdata to understand
the transmission of monetary policy and using improved empirical methods to identify causal effects.  

In policymaking, we have gone through an extended period of quantitative easing after the global financial crisis,
operating in part through the risk-taking channel. Macroprudential policy has developed into a distinct policy field,
recognising that excessive risk-taking in the financial system cannot solely be addressed with microprudential tools. 

This shift in focus has been one of the major leaps forward compared to the economics taught during the 1990s;
and rightly so. Recent turbulences on banking markets are a vivid reminder how closely intertwined stress of
individual institutions and monetary policy decisions can be.

Today, I will focus on the interaction between monetary policy and financial stability. I will structure my comments
around three points:

Financial stability and monetary policy: from low-for-long to the new
normal
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First, the low-for-long interest rate environment of the past decade has been quite exceptional. Inflation was low.
Monetary policy was highly expansionary. Growth has been stable. Financial market volatility was low for the most
part. Risks appeared to be low, too.

But, second, during the period of low interest rates, vulnerabilities have been building up beneath the surface. Assets
and liabilities of many financial institutions have become more vulnerable to increasing interest rates. Benign
macroeconomic conditions of the past may too easily have been projected into the future.

Third, we are now in the transition to a new normal, and we need to set the stage for dealing with the structural
change that lies ahead. This transition is challenging for the financial sector and for the real economy. Some risks
have already materialised. While the German financial system has weathered the storms so far, sufficient resilience
remains a priority. Future adverse shocks may turn existing vulnerabilities into injuries that heal slowly. 

1 The low-for-long environment of the past decade has been exceptional.

Looked at from a historical perspective, the low interest rate environment of the decade preceding the
COVID (Coronavirus Disease) pandemic has been remarkable. Nominal and real interest rates in advanced economies,
both short and long-term rates, have trended down [Figure 1]. Financing costs and real interest rates have been
lower than during the past 150 years.  This reflects structural factors such as aging populations, rising savings
rates, and a slower pace of technological innovation.  Expansionary monetary policy has certainly played a role as
well.  

The German economy experienced the longest upswing since reunification. Corporate insolvencies [Figure 2] and
unemployment declined almost steadily. Real gross fixed capital formation has risen during the past decade and only
began wavering with the start of the pandemic.

Figure 1: Inflation and interest rates in Germany and the Euro area
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Very low interest rates could affect the allocation of resources in the real economy. Low interest rates and easy credit
conditions provide incentives to invest and thereby foster business dynamics. Yet, despite stable
GDP (Gross Domestic Product) growth, Germany, like many other advanced economies, experienced a slowdown in
business dynamics.  Several structural factors, including demographic change and a decrease in the diffusion of
knowledge, play a role. There are two channels through which easy financing conditions could have dampened
business dynamics. 

First, very low interest rates could keep financially weak firms in the market.  Weak banks with a high share of non-
performing loans on their books might exacerbate this effect. Banks might prolong loans to weaker customers to
avoid the realisation of losses. Less funding might therefore be available for new and more productive firms. Such a
mechanism would be visible in corporate insolvencies and job flows, as fewer firms would exit the market. The
available data for Germany is rather mixed. While corporate insolvencies declined, the number of financially weak
non-financial firms  also fell from around 8% in 2010 to roughly 6% in 2018. While job flows decreased, the job
finding rate also increased slightly but steadily in response to labour market reforms.

Changes in the competitive structure of markets are a second channel through which low interest rates could have
permanent real effects. Incumbent firms may invest strategically to crowd out potential competitors. This could
prevent market entry, increase market concentration, and dampen productivity growth.  The existing evidence does
not suggest that this has been the case for Germany.  Indicators of concentration and market power in German
industry have, by and large, remained constant over the past decade.  

Looking ahead, the link between financing conditions and business dynamics is likely to intensify though. Adaption
to a new macroeconomic environment and structural change will require investment at a time when financing
conditions become tighter. Credit risk and non-performing loans might increase. Before discussing the implications of
the “new normal” for balance sheets of banks in more detail, let us take a look at the implications of the low-for-
long interest rate environment for the financial sector. 

Figure 2: Corporate insolvencies in Germany
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2 The low-for-long interest rate environment has had implications for the financial sector.

The risk-taking channel of monetary policy can have side effects: it increases the likelihood of financial stress as
credit expands, and asset prices may overheat.  A long cyclical upturn, coupled with ample liquidity and
favourable financing conditions, can lead to excessive risk taking and an underestimation of risks. 

During the past decade, the financial cycle has indeed expanded dynamically. Private and public debt have been on
the rise globally. In Germany, high credit growth and a strong rise in residential real estate prices have contributed to
the build-up of vulnerabilities. Banks and other financial intermediaries have become more vulnerable to increasing
interest rates and declining valuations. In this sense, the low-for-long interest rate environment casts a shadow on
balance sheets of financial institutions. Let me thus zoom in and describe the changing patterns of banks’ assets and
liabilities.

2.1 Changing patterns of bank assets

On the asset side of banks’ balance sheets, we have seen a shift towards relatively riskier loans. In German banks’
loan portfolios, loans to relatively weak firms now account for a fairly large share. At the end of 2021, loans to firms
with an above-average debt overhang ratio made up 73% of banks’ credit portfolios [Figure 3].  One plausible
explanation is that firms with stronger financial fundamentals have used other sources of finance such as market
finance or retained earnings. At the same time, given the historically low interest rates, financial institutions have
been “searching for yield”.

These increased “allocation risks” have made banks more vulnerable to adverse shocks. Such shocks could shift credit
risk into the lower tail of the distribution and expose banks to losses in their credit portfolios.  Note that the
weakening of the portfolio structure may not be visible in good times: if the tide goes up, all firms look financially
healthier. In other words, credit risks may be underestimated. From the banks’ perspective, the share of relatively
weak firms might indeed look smaller: according to risk weights derived from banks’ internal models, the share of
firms with a below-average creditworthiness was around 30% at the end of 2021 [Figure 3]. However, as the tide
turns, the relatively weaker firms may get into financial trouble more easily.

Figure 3: Allocation risk in German banks’ domestic credit portfolio
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Over time, banks have shifted not only into potentially riskier assets but also into longer-term assets. Housing loans
account for around 16% of German banks’ total assets.  For smaller banks such as savings banks and
cooperatives, housing loans play an even more important role, amounting to about one third of total assets. Banks
have, over the past decade, significantly increased the share of long-term loans: the share of mortgages with
maturities of more than 10 years increased from about 30% to 48% between 2010 and 2021. Loans to non-financial
firms typically have longer maturities than mortgage loans, but here, too, the share of long-term loans increased
from about 67% in 2010 to 74% in 2021. This increased maturity transformation potentially exposes banks to
liquidity and interest rate risk. 

Additionally, market valuations of assets rose, partly decoupling from underlying fundamentals. The residential real
estate market serves as a good example: Between 2010 and mid-2022, house prices in Germany roughly doubled.
According to our most recent estimates, real estate prices in urban areas in 2022 remained between 25%-40%
above the level suggested by the socio-demographic and economic fundamentals.  Such overvalued asset prices
translate into potentially overvalued collateral. 

2.2 Changing patterns of bank liabilities

The structure of banks’ liabilities has shifted as well. During the long period of very low interest rates the maturity of
retail deposits has thus shortened significantly. The share of sight deposits in total retail deposits stood at around
30% right after the Global Financial Crisis [Figure 4]. Over the subsequent decade, that share has increased to 70%.

Can shifts in banks’ liabilities be traced to central banks’ balance sheets expansions? During periods of quantitative
easing, banks may become more dependent on central bank liquidity. Quantitative easing implies that banks have
relatively easy access to central bank reserves. Banks may adjust their pricing policies to induce a switch from time to
demand deposits, which would shorten the maturity of deposits. In addition, banks may write off-balance-sheet
credit lines and thus make future liquidity commitments to firms. Both types of adjustment expose banks to higher
liquidity risk – potentially under the expectation that access to central bank liquidity would continue to be easily
available.

Figure 4: Share of sight and time deposits in total retail deposits
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Such an increasing “liquidity dependence” has been documented for the U.S. banking sector.  Evidence for the
United States also shows that quantitative tightening does not necessarily lead to a reversal of these trends. Instead,
demand deposits and credit lines continued to grow even during the period of quantitative tightening between 2017
and 2019. As a result, quantitative easing left the U.S. banking system more financially fragile. This may have real
economic implications if banks finance fewer longer-term projects than they otherwise would have done. 

It remains to be seen whether German banks have a persistently higher dependence on central bank liquidity. The
maturity of retail deposits has clearly shortened [Figure 4]. German banks have also increasingly extended credit lines
[Figures 6 and 7]. Both would be indications of liquidity dependence. Yet, in the euro area, quantitative tightening
started only in March 2023 as the pace of reinvestments of proceeds from maturing government bonds has been
reduced.  So far, the ratio of German banks’ credit lines relative to central bank balances has been rather stable.
Moreover, the funding structure of German banks has started to shift from sight to time deposits. Both would point
to a declining liquidity dependence.

Figure 6: Central bank reserves and credit lines of banks in Germany
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Going forward, monitoring the liquidity situation of financial institutions is central to our macroprudential
surveillance. From the U.S. experience, we know that market reactions to a withdrawal of liquidity may be quite
abrupt. A severe stress episode in September 2019 forced the Fed (Federal Reserve System) to pause its first period of
quantitative tightening.  The stress quickly faded when quantitative tightening stopped, and volatility declined as
asset purchases resumed. Hence, although there are, at the moment, no clear indications that sustained liquidity
dependence would be a major concern in Germany, we certainly have to err on the side of caution and monitor
liquidity, credit lines, and changes in deposits carefully. 

2.3 Do banks underestimate future macroeconomic risks?

Financial crises often coincide with macroeconomic turning points. From a financial stability perspective,
understanding how the macroeconomic environment affects the health of banks, how banks assess their exposure
to macroeconomic risks, and taking preventive action if macroeconomic risks are underestimated is thus crucial. 

At the same time, modelling exposure to future macroeconomic risks is challenging. Adjustment patterns of the past
may not be very informative with regard to future risks. Yet, our formal models and informal heuristics largely rely on
observations from the past. This potential underestimation of risk is particularly relevant today. Given the benign
macroeconomic and financial conditions during the past decade, models may not sufficiently account for adverse
scenarios. The patterns in the data that we have seen in the past may paint an overly optimistic picture of the
future. 

While the pandemic caused a severe economic recession, this was barely associated with losses in the financial
system. So far, credit losses have remained fairly contained. Loan loss allowances and non-performing loans remain
at historically low levels of 0.5% and 0.8% of gross lending, respectively. There has been a small increase, but only
since the last quarter of 2022. The capitalisation of banks has even increased during the pandemic, with capital in
excess of the regulatory minimum increasing by €36 billion to €165 billion between the first quarter of 2020 and the
fourth quarter of 2022.  

Figure 7: Credit lines relative to a bank’s total assets
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One main reason for the decoupling of credit losses and GDP (Gross Domestic Product) growth has been the
exceptional policy measures that were taken during the pandemic. The number of insolvencies among enterprises
and households actually fell during the COVID (Coronavirus Disease) recession [Figure 2]. This apparent decoupling of
macroeconomic developments and individual risks makes it difficult to assess future macroeconomic risks. Our
forecasts for corporate insolvencies in the year of the pandemic, 2020, saw insolvencies increasing sharply over the
years 2020 and 2021. These forecasts were conditioned on the macroeconomic projections of the Bundesbank at
the time. Clearly, the model did not have any historical episode to learn from. The significant fiscal and monetary
support during the pandemic, together with the relaxation of capital buffers for banks, was not captured by the data
and models.  

Going forward, the link between macroeconomic developments and losses in the financial system is likely to
normalise. Stress tests and macroprudential scenario analyses are important tools that help us in gauging the effects
of future macroeconomic conditions, in particular the effects of a monetary tightening and higher interest rates for
the financial sector. 

Given that vulnerabilities in the financial sector have increased, macroprudential policy complements monetary policy
by addressing risks to financial stability. During the upswing of the financial cycle, countercyclical capital buffers can
be built up that can be released if the system comes under stress. In January 2022, the German macroprudential
authority, BaFin (Bundesanstalt für Finanzdienstleistungsaufsicht), thus decided to raise the countercyclical capital
buffer to 75 basis points, in conjunction with an increase of the sectoral systemic risk buffer for residential real estate
loans to 2%.  This decision was based on analytical work by the Bundesbank assessing feedback effects from the
financial system to the real economy under adverse scenarios. We also monitor the effects of this macroprudential
policy package on lending and interest rates carefully. So far, the package has had the intended effect of increasing
resilience in the financial system without negative side effects in terms of credit availability or costs of credit.

3 Transition to the new normal

Currently, we are in a phase of transition to a new normal and a period of accelerated structural change. The Russian
attack on Ukraine necessitates a shift in energy and security policies. The transition to a climate-neutral economy and
geopolitical risks will require adjustments in the real economy. Macroeconomic volatility is likely to remain
elevated. In the financial sector, digitalisation and the entry of new competitors challenge incumbent financial
institutions. Structural vulnerabilities such as overcapacities and high operating costs may take their toll.

There is significant uncertainty as to how this transition will play out. The “new normal” will likely be characterised
by higher interest rates, higher prices for energy, and changing patterns of global integration – both in terms of
global value chains and financial integration. All this has the potential to significantly affect the German economy,

Assessing the speed and intensity of structural adjustment is difficult.  The current tightness of the labour market
in part still reflects the fallout of the pandemic. Hiring slowed down during the pandemic and is now picking up. This
slowdown has exacerbated the scarcity of skilled workers and the high number of vacancies. A larger-scale process
of reallocation from energy-intensive sectors towards less energy-intensive sectors would hardly be visible in the data
yet. As regards financial markets, energy-intensive sectors tend, on average, not to report weaker profitability or
tighter financing conditions than firms in other sectors.  In line with this, costs of bank borrowing for firms in
energy-intensive sectors do not differ much from those in sectors with lower energy dependence.  Yet, funding
costs in capital markets differ as green bonds tend to trade at a premium compared to comparable conventional
bonds.  

The corporate sector will have to adjust to the new macrofinancial environment. Higher interest rates will affect the
financial situation of firms.  Capital and labour will have to adjust to changes in relative prices.
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All this takes place against the backdrop of a series of shocks that have already hit the economy. Some adverse
scenarios of the past have already materialised. With the end of the pandemic related restrictions, adverse demand
and supply shocks have driven up inflation and interest rates. Over the course of 2022 alone, interest rates rose by
around 200-300 basis points – an increase that would previously have been classified as a “stress scenario”. The
Basel interest rate coefficient, which is used to assess the exposure of banks to interest rate risk, assumes an upward
shift of 200 basis points.

These shocks have already tested existing buffers. Higher interest rate risks affect balance sheet valuations and
expose financial institutions to potential losses. The corporate sector had been in a sound financial position prior to
the pandemic, but it is too early to tell whether financial buffers remain fully available.  Higher debt levels and
high inflation certainly limit the ability of fiscal and monetary authorities to buffer shocks.

4 Implications for financial stability

So far, the financial sector in Germany and the EU (European Union) has weathered the recent stress on financial
markets quite well. The German financial system proved to be stable, although share prices were temporarily under
pressure for individual institutions. Higher levels of capital and liquidity, together with policy support, have ensured
sufficient resilience. In this sense, the financial sector reforms of the past decade have paid off. 

There is, however, no reason for complacency. From a financial stability policy perspective, adjustment of the
financial system to short-term, cyclical, and to long-term, structural changes, needs to be monitored carefully. 

4.1 Higher interest rates affect the valuation of banks’ assets and liabilities.

To a large extent, the unexpected component of past shocks should already be reflected in market
valuations. Higher interest rates have resulted in declining valuations of securities held by banks [Figures 8 and 9].
Yet, by reclassifying some bonds into the held-to-maturity portfolio, banks did avoid valuing these assets at market
prices (mark-to-market) and thereby realising losses. Hidden reserves acted as a buffer and dampened the balance
sheet losses of banks. Meanwhile, though, hidden reserves have turned into hidden losses.

Figure 8: Effects of market price changes for savings banks and credit unions
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Do accounting rules make revaluations fully visible on banks’ balance sheets? In Germany, many banks have the
option to value securities in their held-to-maturity portfolio at the price at purchase. This choice is subject to an
assessment of the auditor on whether it is financially viable for the bank to hold the asset until maturity. Moreover, a
large portion of banks’ assets consists of held-to-maturity loans to firms and households. For these assets, market
prices are not readily available. But, even if there is no market price, valuations of assets are not immune to rising
interest rates. Hence, banks’ balance sheets may not yet fully reflect valuation changes.  

Hidden losses have implications for supervision. First, supervisors require banks to cover interest rate risk in the
banking book with sufficient capital, as part of the Supervisory Review and Evaluation Process (
SREP (Supervisory Review and Evaluation Process), under Pillar 2). Around two-thirds of the institutions supervised by
the Bundesbank are already obliged to meet additional capital requirements in order to cover higher interest rate
risk. Off-site supervision ensures that institutions model interest rate risk conservatively.  Second, to account for a
rise in credit risks caused by higher interest rates, banks have to perform an impairment test of the entire banking
book. If this test identifies additional credit risk, they have to provision for these losses.  Third, banks are required
to disclose hidden losses by accounting regulation in the notes to the financial statements.

International standard setters are currently reviewing the implications of recent stress episodes on banking markets.
This also includes implications of accounting rules.  There is a trade-off: on the one hand, marking-to-market has
the advantage that changes in market valuations are transparently reflected in bank’s balance sheets. On the other
hand, valuations might fluctuate more. Moreover, stricter regulatory requirements for interest rate risk will enter into
force in the EU (European Union) this year.  In addition, MaRisk (Mindestanforderungen an das Risikomanagement)
has been revised with the aim of improving the monitoring and management of credit risk.  In the future, internal
risk management will have to take greater account of risks stemming from net interest income and the risk of asset
depreciation. 

Figure 9: Gains and losses at large, systemically important German banks resulting from changes in market prices
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Changes in interest rates affect the net worth of banks more broadly. The economic value of equity (
EVE ( Economic value of equity)) is an important metric for obtaining a comprehensive picture of the interest
sensitivity of banks’ assets and liabilities.  The Basel interest rate coefficient measures how banks’ net worth
would hypothetically change if a 200 basis point parallel shift of the yield curve occurred. For the German savings
banks and cooperatives, according to the most recent estimate from the last quarter of 2022, the hypothetical losses
in net present value amounted to around 15% of their own funds. The figure is smaller for the larger banks that
typically make more intense use of derivatives to hedge interest rate risk. 

4.2 The cash flow of banks is affected by the speed of transmission of higher interest rates into net interest
margins.

How banks’ cash flow responds to the changes in the macroeconomic environment depends on their business model
and market power. Over the medium to long-term, higher interest rates allow banks to generate higher cash flow
and exploit benefits of maturity transformation. However, over shorter time horizons, banks’ ability to generate cash
flow can be suppressed – thus limiting banks’ ability to respond to adverse developments in the market
environment. 

In the German banking sector, higher interest rates are increasingly being passed through to banks’ funding costs.
Smaller savings and cooperative banks in Germany, traditionally have higher interest rate margins than the larger
banks – around 1.5% of the balance sheet total as compared to 0.5% [Figure 5]. For the larger banks, the net
interest margin has been relatively flat over the past decade. For smaller banks, it has declined quite significantly
from almost 2.4% in 2014. The net interest margins of these banks also recovered a bit recently, reflecting their
higher pricing power in local markets. As regards the funding structure of German banks, Figure 4 has shown the
shift from demand towards time deposits, which are more costly for banks but, potentially, also a more stable form
of funding. 

Figure 5: Net interest income of selected categories of banks in Germany
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The digitalisation of financial services is likely to affect banks’ funding structures and the franchise value of deposits.
Retail deposits have typically been considered to be a stable form of bank funding with a relatively low sensitivity to
interest rate changes.  In this sense, retail deposits allow banks to hedge some interest rate risk on the asset side
of their balance sheet: when interest rates rise, the value of assets falls, and the value of the deposit franchise rises.
However, the deposit franchise is valuable only if depositors remain in the bank. Online banking and the
digitalisation of financial services can lead to quite disruptive adjustments of deposits, in particular for uninsured
depositors, as evidenced by recent bank run episodes. 

Banks’ ability to pass higher funding costs through to lending rates is currently limited by two factors. In Germany,
high shares of long-term loans with fixed interest rates limit interest rate pass through. Moreover, credit demand is
relatively weak at the current juncture, thus restricting banks’ pricing power. In the first quarter of 2023, banks
reported tightened credit conditions in the Bank Lending Survey, driven in large part by increasing credit risks.
Evidence on lending conditions is mixed.  While loan-to-value ratios for mortgage loans have tended to decline
recently, income-based indicators such as the debt-service-to-income ratio have tended to increase.

Banks could try to boost returns by moving into higher yield but also riskier assets. For firms in the high-yield
segment, fundamental indicators have indeed worsened, and risk premia have increased. At the same time, credit
losses in the banking system may increase if higher funding costs challenge debt sustainability of firms and
households. For households, high inflation has lowered real incomes, leaving them with less financial headroom and
lowering their ability to repay debt. At the aggregate level, long interest rate fixation periods, the fact that housing
loans were granted to households with relatively high incomes and wealth, and robust labour markets mitigate
credit risk. Yet, it remains important to monitor credit risk at a granular level to identify emerging pockets of risk.

Sound risk management by banks is the first line of defence against these risks. Hence, banks should review their risk
assessment tools and consider sufficiently adverse scenarios in their internal capital and liquidity management. Good
governance mechanisms, internal controls, and preventive measures are the best protection against external shocks
which are beyond the control of the individual bank.

Microprudential supervision ensures the safety and soundness of individual financial institutions. Interest rate risk is a
focus of our supervisory work. In addition, the Single Supervisory Mechanism (SSM (Single Supervisory Mechanism))
has recently announced a deep dive into banks’ practices with regard to loan forbearance.  And, in our day-to-day
supervision, we challenge banks’ models and their risk management.  

Finally, macroprudential oversight is needed to monitor risks that go beyond the individual financial institution. Many
banks, but also insurers and pensions funds, are exposed to similar types of risk. If managed well, risks can be
diversified in the financial ecosystem, but fire sales and liquidity stress can also have ripple effects throughout the
financial system. One important question is where exposure to interest rate risk resides within the financial system.
Many banks have hedged their interest rate risks through derivatives. This does indeed mitigate overall risk if the
counterparties are outside of the banking sector. A substantial share of this risk is transferred to insurance companies
and pension funds. However, European data suggest that many counterparties are other banks – interest rate risk
would thus remain within the banking system.

5 Summing up

We have recently come out of a period of historically low interest rates during which vulnerabilities in the financial
system have built up. To some extent, risks have already materialised, and buffers in the financial system have been
tested. In some cases, however, losses may not have been realised yet. This requires careful monitoring of risks and
of potential fault lines in the financial system.

[36]

[37]

[38]
[39]

[40]

[41]



But the biggest challenge to banks, central banks, and supervisors still lies ahead: managing the transition to the
new normal. This new normal will likely be characterised by higher interest rates and energy prices, greater
macroeconomic uncertainty, and changing patterns of globalisation.

We do not know how these structural changes will play out. There is fundamental uncertainty. But we now need to
set the stage for a successful transition. In a benign scenario, policy provides the right incentives, the real economy
and the financial sector respond, and this sets the real economy on a path of stable growth. However, there is also
the possibility of a scenario of delayed structural change in which the real economy adjusts insufficiently fast and in
which stress in the financial system gradually builds up. This could adversely affect monetary policy’s room to
manoeuvre.

All actors need to make their contribution to avoid such an adverse scenario. First, risks need to be monitored and
managed carefully at the bank-level, and balance sheets of financial institutions need to be sufficiently transparent.
Second, if an adverse shock threatens the functioning and stability of the financial system, sufficient macroprudential
buffers need to be available. Building up buffer space in good times is thus crucial. Third, mechanisms for debt
restructuring need to be in place.  Fourth, fiscal policy needs to ensure a smooth transformation of the real
economy, including clear price signals so that the financial sector and the real economy can adjust and transition
risks are mitigated. Sound macrofinancial policies are the best protection against financial stability risks.

Finally, good academic research can play an important complementary role: How to forecast and assess future
scenarios in times of fundamental uncertainty? How to better assess feedback channels from the micro to the macro-
level? And how to identify frictions and fault lines early on? What conceptual framework to use to better understand
how the real economy and the financial sector adjust to the new normal? These are only but a few questions that
the transition poses and where we need creative thinking outside of the box.

In this sense, I wish you interesting and fruitful discussions for the remainder of the seminar.
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