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1. Prices of financial assets and 

• Justifications of the inverse relationship

 financial arbitrage
 prices of financial assets as present values
 equalization of rates of return
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2. Central bank

• Monetary authority of an economy

• Monetary policy instruments

 Open market operations
 Standing facilities: lending / deposit
 Reserve requirements
 Policy interest rate
 Credit controls

• Tension between controlling and
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3. European Central Bank

• Eurosystem = + 19 national central banks of
Eurozone members

• Primary objective: price stability

• Secondary objective: financial stability

• Decision making bodies

 Governing Council
 Executive Board
 General Council
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http://en.wikipedia.org/wiki/File:Eurozone.svg
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Executive Board
Consists of six members, including the President
(Mario Draghi) and the Vice‐President.
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Governing Council
Consists of the six members of the Executive Board
plus the governors of the national central banks of
the euro area countries.

http://www.ecb.int/ecb/orga/decisions/govc/html/index.en.html

Mario Dragui

Jan 2015

Luis
María
Linde
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General Council
Consists of the President and the Vice‐President of
the plus the governors of the national central
banks of the Member States.

http://www.ecb.int/ecb/orga/decisions/genc/html/index.en.html

Jan 2015

Luis
María
Linde

Mark Carney, Mugur Constantin Isărescu, György Matolcsy, Ilmārs Rimšēvičs, Miroslav Singer, and
Yannis Stournaras were not available at the time the photograph was taken.
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4. Monetary tools of the 

• Main refinancing operations
 fixed rate tender
 variable rate tender

• Standing facilities: lending / deposit

• Policy interest rate

• Reserve requirements
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http://www.ecb.int/ecb/educational/shared/img/presentation_mp.en.zip

Monetary policy instruments of the European Central Bank
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http://www.mckinsey.com/insights/economic_studies/
qe_and_ultra_low_interest_rates_distributional_effects_and_risks
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http://www.zerohedge.com/contributed/2013‐09‐03/
complete‐guide‐european‐bail‐out‐facilities‐part‐1‐ecb
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http://www.zerohedge.com/contributed/2013‐09‐03/
complete‐guide‐european‐bail‐out‐facilities‐part‐1‐ecb


