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Over the last 18 months, monetary policymakers across the world have raised interest
rates by cumulatively large amounts in a synchronous fashion. In this issue of Infocus

EFG chief economist Stefan Gerlach looks at the data and analyses the frequency and

step sizes of the hikes and reaches some interesting conclusions.

In the last year or two, central banks across the world have
raised interest rates. Because these rate increases have been
very large, have been adopted by so many central banks and
have occurred almost simultaneously, this is arguably one of
the most dramatic periods of monetary policy tightening in
history.

Inflation rates far above central banks’ targets were
responsible for driving these rate increases. Since monetary
policy impacts the economy with long lags and these rate
increases occurred relatively recently, it is too early to see

a definitive response in the inflation data. However, it is
informative nonetheless to review this episode of monetary
tightening to see what we can learn from it.

There are many obvious questions. For instance, how much
have central banks raised rates? How many times have they
increased them? Have they proceeded at about the same pace,
per increase or on average per month?

Of course, different groups of central banks have behaved
differently. For instance, Latin American central banks started
tightening monetary policy earlier than other central banks
and did so even more dramatically. Here we focus on a set of
nine central banks in (what the IMF would refer to as) advanced
economies which responded, as shown below, in broadly
similar ways.

In Figure 1, we look at perhaps the two most important central
banks: the Federal Reserve (Fed) and the European Central
Bank (ECB); four in English-speaking economies: the Bank of
England (BoE), Bank of Canada (BoC), Reserve Bank of Australia
(RBA) and the Reserve Bank of New Zealand (RBNZ); and three
smaller European central banks: the Swiss National Bank (SNB),

the Norwegian Norges Bank (NB) and the Swedish Riksbank (RB).

Characteristics of this tightening cycle

Figure 1 shows these banks’ policy rates, starting from the
end of the month before they adopted the first interest
rate increase in the current episode. Several interesting
observations can be made based on the data in the graph.

Most obviously, these central banks started raising interest
rates at different points in time, ranging from September 2021
to July 2022. Those that started first increased interest rates
slowly, before taking larger steps.
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1. Central banks’ policy rates

Sources: BIS and central bank websites. Data as at 17 May 2023.

2. First month of tightening cycle

NB RBNZ BoE Fed BoC RBA RB SNB ECB
Sep 21 Oct 21 Dec 21 Mar 22 Mar 22 May 22 May 22 Jun 22 Jul 22

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.

They also started from different levels, ranging from -0.75% to
0.25%. Those central banks that first started to raise rates did
so from positive levels (except for Norges Bank, which started at
zero). Those that started last, the SNB and the ECB (for which we
use the deposit rate which served as the ECB's de facto policy
rate in recent years), started from below zero. This suggests
that the countries starting from negative interest rates had
experienced stronger-than-average deflationary pressures.

3. Starting level of interest rates (%)

SNB ECB RBA Fed NB RB RBNZ BoE
-075 -05  -01 0 0 0 0.1 0.25

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.
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The number of interest rate increases also differs among central
banks. While the Bank of England has raised interest rates 12
times, the Swiss National Bank has only done so four times.

4, Number of interest rate increases to date

BoE RBA RBNZ Fed NB BoC ECB RB SNB
12 i 1 10 10 8 7 6 4

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.

There are also large differences among central banks regarding
how much they have raised interest rates. While the Federal
Reserve and the Reserve Bank of New Zealand have raised



rates by 500 bps (or 5 %), the Swiss National Bank has merely
raised them by 2.25%.

5. Cumulative increase in interest rates (%)

RBNZ Fed BoC BoE RBA ECB RB NB  SNB
5 5 4.5 L. 375 375 3.5 3.25  2.25

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.

Itis also interesting to look at the average ‘step size’, that is,
the cumulative increase in interest rates divided by number
of interest rate increases. Six of the central banks have taken
steps on average of between 45-58 bps, while the remaining
three have taken average steps of between 33-37 bps.

6. Average step size (basis points)

RB BoC SNB ECB Fed RBNZ BoE RBA NB
58 56 56 54 50 45 37 34 33

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.

The ‘speed’ at which they have raised interest rates, measured
as the cumulative change interest rates divided by the number
of months they have been raising rates, can also be computed.
These speeds are broadly similar, ranging from 38 bps per
month for the ECB to 16 bps per month for the Norges Bank.

7. Speed (basis points per month)

ECB Fed BoC RBA RB  RBNZ BoE SNB NB
38 36 32 31 29 26 26 20 16

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.

What can be learnt about central bank interest rate setting?
Looking at these characteristics one by one provides no
information on how they are related. For instance, have central
banks that raised interest rates from lower levels taken larger
steps? Is there an inverse relationship between step size and
number of occasions a central bank has raised interest rates?

8. Correlations (significant at 10% level)

Months since start ~ Starting level
Months since start 1
Starting level 0.6 1
Number of increases 0.7 0.7
Cumulative change 0.7
Step size -0.6
Speed

Source: EFG calculations on data from BIS and central bank websites, data as at 17 May 2023.

" The significant level is 10%.

To understand these issues better, it is useful to look at the
correlations between the characteristics discussed above
(see Figure 8). To focus on the important relationships, only
correlations that are statistically significant are indicated.

Figure 8 leads to several conclusions:

Central banks that started early tended to start from a
higher level, have raised interest rates more often and
by cumulatively more, but took smaller steps.

+ The speed at which they raised rates did not vary with
these other characteristics.

Conclusions

These data show that there was natural ordering between
central banks in terms of their propensity to raise interest
rates.? Those that felt the greatest need started early and did
so from a relatively high level, increased rates many times
and by cumulatively large amounts, but took smaller steps.
However, the speeds at which they did so varied little among
them, implying that the frequency of interest rate increases
and the choice of step size offset each other.

The Bank of England had the greatest propensity to raise
interest rates, followed, in declining order, by the Reserve Bank
of Australia, Norges Bank, the Federal Reserve, the Reserve
Bank of New Zealand, the Bank of Canada, the Riksbank, the
European Central Bank and the Swiss National Bank.

A key question investors ask is whether this dynamic will work
also in reverse. While history does not repeat itself, it is a
plausible hypothesis that it will. If that happens, the central
banks that led the process of raising rates may be among the
first to cut them. Time will tell.

Number of increases  Cumulative change  Step size Speed
1
0.7 1
-0.8 1

? The conclusions in this and the next paragraph follows from applying principal components analysis to the data and ordering the central banks according to

the first principal component.

May 2023 | 3



Important disclaimers

The value of investments and the income derived from them can fall as
well as rise, and past performance is no indicator of future performance.
Investment products may be subject to investment risks involving, but not
limited to, possible loss of all or part of the principal invested.

This document does not constitute and shall not be construed as a prospectus, advertisement,
public offering or placement of, nor a recommendation to buy, sell, hold or solicit, any investment,
security, other financial instrument or other product or service. It is not intended to be a final
representation of the terms and conditions of any investment, security, other financial instrument

or other product or service. This document is for general information only and is not intended

as investment advice or any other specific recommendation as to any particular course of action

or inaction. The information in this document does not take into account the specific investment
objectives, financial situation or particular needs of the recipient. You should seek your own
professional advice suitable to your particular circumstances prior to making any investment or if
you are in doubt as to the information in this document.

Although information in this document has been obtained from sources believed to be reliable,

no member of the EFG group represents or warrants its accuracy, and such information may be
incomplete or condensed. Any opinions in this document are subject to change without notice.

This document may contain personal opinions which do not necessarily reflect the position of any
member of the EFG group. To the fullest extent permissible by law, no member of the EFG group shall
be responsible for the consequences of any errors or omissions herein, or reliance upon any opinion
or statement contained herein, and each member of the EFG group expressly disclaims any liability,
including (without limitation) liability for incidental or consequential damages, arising from the same
or resulting from any action or inaction on the part of the recipient in reliance on this document.
The availability of this document in any jurisdiction or country may be contrary to local law or
regulation and persons who come into possession of this document should inform themselves of
and observe any restrictions. This document may not be reproduced, disclosed or distributed (in
whole or in part) to any other person without prior written permission from an authorised member
of the EFG group.

This document has been produced by EFG Asset Management (UK) Limited for use by the EFG group
and the worldwide subsidiaries and affiliates within the EFG group. EFG Asset Management (UK)
Limited is authorised and regulated by the UK Financial Conduct Authority, registered no.7389746.
Registered address: EFG Asset Management (UK) Limited, 116 Park Street, London W1K 6AP, United
Kingdom, telephone +44 (0)207 491 9111.

Independent Asset Managers: in case this document is provided to Independent Asset Managers
(“IAMs"), it is strictly forbidden to be reproduced, disclosed or distributed (in whole or in part) by
IAMs and made available to their clients and/or third parties. By receiving this document IAMs
confirm that they will need to make their own decisions/judgements about how to proceed and it

is the responsibility of IAMs to ensure that the information provided is in line with their own clients’
circumstances with regard to any investment, legal, regulatory, tax or other consequences. No liability
is accepted by EFG for any damages, losses or costs (whether direct, indirect or consequential) that
may arise from any use of this document by the 1AMs, their clients or any third parties.

If you have received this document from any affiliate or branch referred to below, please note the
following:
Australia: This document has been prepared and issued by EFG Asset Management (UK) Limited, a
private limited company with registered number 7389746 and with its registered office address at
116 Park Street, London W1K 6AP (telephone number +44 (0)207 491 9111). EFG Asset Management
(UK) Limited is regulated and authorized by the Financial Conduct Authority No. 536771. EFG Asset
Management (UK) Limited is exempt from the requirement to hold an Australian financial services
licence in respect of the financial services it provides to wholesale clients in Australia and is authorised
and regulated by the Financial Conduct Authority of the United Kingdom (FCA Registration No. 536771)
under the laws of the United Kingdom which differ from Australian laws.
ASIC Class Order CO03/1099
EFG Asset Management (UK) Limited notifies you that it is relying on the Australian Securities &
Investments Commission (ASIC) Class Order C003/1099 (Class Order) exemption (as extended in
operation by ASIC Corporations (Repeal and Transitional Instrument 2016/396) for UK Financial Conduct
Authority (FCA) regulated firms which exempts it from the requirement to hold an Australian financial
services licence (AFSL) under the Corporations Act 2001 (Cth) (Corporations Act) in respect of the
financial services we provide to you.
The financial services that we provide to you are regulated by the FCA under the laws and regulatory
requirements of the United Kingdom which are different to Australia. Consequently any offer or other
documentation that you receive from us in the course of us providing financial services to you will be
prepared in accordance with those laws and regulatory requirements. The UK regulatory requirements
refer to legislation, rules enacted pursuant to the legislation and any other relevant policies or
documents issued by the FCA.
Your Status as a Wholesale Client
In order that we may provide financial services to you, and for us to comply with the Class Order,
you must be a ‘wholesale client’ within the meaning given by section 761G of the Corporations Act.
Accordingly, by accepting any documentation from us prior to the commencement of or in the course
of us providing financial services to you, you:
- warrant to us that you are a ‘wholesale client’;
- agree to provide such information or evidence that we may request from time to time to confirm your
status as a wholesale client;
- agree that we may cease providing financial services to you if you are no longer a wholesale client
or do not provide us with information or evidence satisfactory to us to confirm your status as a
wholesale client; and
- agree to notify us in writing within5 business days if you cease to be a ‘wholesale client’ for the
purposes of the financial services that we provide to you.

Bahamas: EFG Bank & Trust (Bahamas) Ltd. is licensed by the Securities Commission of the Bahamas
pursuant to the Securities Industry Act, 2011 and Securities Industry Regulations, 2012 and is authorised
to conduct securities business in and from The Bahamas including dealing in securities, arranging
dealing in securities, managing securities and advising on securities. EFG Bank & Trust (Bahamas)

Ltd. is also licensed by the Central Bank of The Bahamas pursuant to the Banks and Trust Companies
Regulation Act, 2000 as a Bank and Trust company. Registered office: Goodman's Bay Corporate Centre
West Bay Street and Sea View Drive, Nassau, The Bahamas.

Bahrain: EFG AG Bahrain is a branch of EFG Bank AG as licensed by the Central Bank of Bahrain (CBB) as
Investment Business Firm Category 2 and is authorised to carry out the following activities:

a) Dealing in financial instruments as agents; b) Arranging deals in financial instruments; c) Managing
financial instruments; d) Advising on financial Instruments; and e) Operating a Collective Investment
Undertaking. Registered address: EFG AG Bahrain Branch, Manama / Front Sea / Block 346 / Road 4626 /
Building 1459 / Office 1401 / P O Box 11321 Manama -- Kingdom of Bahrain.

Cayman Islands: EFG Wealth Management (Cayman) Ltd, is licensed and regulated by the Cayman
Islands Monetary Authority (“CIMA") to provide securities investment business in or from within the
Cayman Islands pursuant to the Securities Investment Business Law (as revised) of the Cayman Islands.
Registered Office: Suite 32089 Forum Lane, Camana Bay, Grand Cayman KY1-1003, Cayman Islands. EFG
Bank AG, Cayman Branch, is licensed as a Class B Bank and regulated by CIMA. Registered Office: EFG
Wealth Management (Cayman) Ltd,, Suite 32089 Forum Lane, Camana Bay, Grand Cayman KY1-1003,
Cayman Islands.

Cyprus: EFG Cyprus Limited is an investment firm established in Cyprus with company No. HE408062,
having its registered address at Kennedy 23, Globe House, 6th Floor, 1075, Nicosia, Cyprus. EFG Cyprus
Limited is authorised and regulated by the Cyprus Securities and Exchange Commission (CySEC).
Dubai: EFG (Middle East) Limited is regulated by the DFSA. This material is intended “for professional
clients only”. Registered address: EFG (Middle East) Limited DIFC, Gate Precincts, 7th Floor PO Box 507245
- Dubai, UAE.

Greece: EFG Bank (Luxembourg) SA, Athens Branch is a non-booking establishment of EFG Bank
(Luxembourg) SA. which is authorised to promote EFG Bank (Luxembourg) SA’s products and services
based on the EU freedom of establishment pursuant to a license granted by the Luxembourg financial
supervisory authority “CSSF”. Registered address: 342 Kifisias Ave. & Ethnikis Antistaseos Str. - 154 51 N.
Psychiko, General Commercial Registry no. 143057760001.

Hong Kong: The Hong Kong branch of EFG Bank AG is authorised as a licensed bank by the Hong Kong
Monetary Authority pursuant to the Banking Ordinance (Cap. 155, Laws of Hong Kong) and is authorised
to carry out Type 1 (dealing in securities), Type 4 (advising on securities) and Type 9 (asset management)
regulated activity in Hong Kong. Registered address: EFG Bank AG, Hong Kong Branch,

18th floor, International Commerce Centre 1 Austin Road West - Kowloon, Hong Kong.

Liechtenstein: EFG Bank von Ernst AG is regulated by the Financial Market Authority Liechtenstein.
Registered address: EFG Bank von Ernst AG Egertastrasse 10 - 9490 Vaduz, Liechtenstein.

Jersey: EFG Wealth Solutions (Jersey) Limited is regulated by the Jersey Financial Services Commission
in the conduct of investment business under the Financial Services (Jersey) Law 1998.

Luxembourg: EFG Bank (Luxembourg) SA. is authorised by the Ministry of Finance Luxembourg and
supervised by the Commission de Surveillance du Secteur Financier (CSSF). EFG Bank (Luxembourg)
SA. is Member of the Deposit Guarantee Fund Luxembourg (FG.D.L. - Fonds de Garantie des Dépots
Luxembourg) and Member of the Luxembourg Investor Compensation Scheme (S.I.LL. - Systéme
d'Indemnisation des Investisseurs Luxembourg). R.CS. Luxembourg no. B113375. Registered address: EFG
Bank (Luxembourg) SA. - 56, Grand-Rue, L-1660 Luxembourg.

Monaco: EFG Bank (Monaco) SAM is a Monegasque Public Limited Company with a company registration
no. 90 S02647 (Registre du Commerce et de ['Industrie de la Principauté de Monaco). EFG Bank (Monaco)
SAM is a bank with financial activities authorised and regulated by the French Prudential Supervision
and Resolution Authority and by the Monegasque Commission for the Control of Financial Activities.
Registered address: EFG Bank (Monaco) SAM, Villa les Aigles, 15, avenue d'Ostende — BP 37 - 98001
Monaco (Principauté de Monaco), telephone: 377 93 15 11 11. The recipient of this document is perfectly
fluent in English and waives the possibility to obtain a French version of this publication.

People’s Republic of China (“PRC”): EFG Bank AG Shanghai Representative Office is approved by China
Banking Regulatory Commission and registered with the Shanghai Administration for Industry and
Commerce in accordance with the Regulations of the People’s Republic of China for the Administration
of Foreign-invested Banks and the related implementing rules. Registration No: 310000500424509.
Registered address: Room 65110, 65 F, Shanghai World Financial Center, No. 100, Century Avenue,
Pudong New Area, Shanghai. The business scope of EFG Bank AG Shanghai Representative Office is
limited to non-profit making activities only including liaison, market research and consultancy.
Portugal: EFG Bank (Luxembourg) SA. - Sucursal em Portugal is authorised and supervised by Banco
de Portugal (register 280) and the CMVM, the Portuguese securities market commission, (register
393) for the provision of financial advisory and reception and transmission of orders. EFG Bank
(Luxembourg) SA. - Sucursal em Portugal is a non-booking branch of EFG Bank (Luxembourg) SA,

a public limited liability company incorporated under the laws of the Grand Duchy of Luxembourg,
authorised and supervised by the CSSF (Commission de Surveillance du Secteur Financier). Lisbon
Head Office: Avenida da Liberdade n.° 131 - 6° Dto,, 1250 - 140 Lisboa. Porto agency: Avenida da
Boavista, n.° 1837 - Escritorio 6.2, 4100 - 133 Porto. Companies Registry Number: 980649439,
Singapore: Singapore (UEN No. TO3FC6371)) is licensed by the Monetary Authority of Singapore as

a wholesale bank to conduct banking business and additionally carries on the regulated activities

of dealing in capital markets products (securities, collective investment schemes, exchange-traded
derivatives contracts, spot foreign exchange contracts for the purposes of leveraged foreign exchange
trading and over-the counter derivatives contracts), fund management, product financing and
provision of custodial services as an Exempt Capital Markets Services Entity under the Securities and
Futures Act 2001 and of providing financial advisory services as an Exempt Financial Adviser under
the Financial Advisers Act 2001 by advising others, either directly or through publications or writings,
and whether in electronic, print or other form, and advising others by issuing or promulgating
research analyses or research reports, whether in electronic, print or other form, concerning the
following investment products: securities, collective investment schemes, exchange traded derivatives
contracts, over-the-counter derivatives contracts, spot foreign exchange contracts other than for the
purposes of leveraged foreign exchange trading, spot foreign exchange contracts for the purposes

of leveraged foreign exchange trading and structured deposits. Advice should be sought from a
financial adviser regarding the suitability of the investment product, taking into account the specific
investment objectives, financial situation or particular needs of the recipient, before the recipient
makes a commitment to purchase the investment product. Please contact EFG Bank AG (Singapore
Branch) in respect of any matters or queries arising from or in connection with this publication.
Please note that EFG Bank AG (Singapore Branch), however, does not take legal responsibility for

the contents of this publication. EFG Bank AG (Singapore Branch) and EFG Asset Management

(UK) Limited have put in place appropriate mechanisms and segregation policies to ensure the
independence of EFG Asset Management (UK) Limited's research activities, and procedures to
manage undue influence of issuers, institutional investors or other external parties on EFG Asset
Management (UK) Limited. Other arrangements may be established where necessary to prevent
conflicts of interest from arising. For Singapore, this document and the products mentioned herein
are only intended for “accredited investors” and “institutional investors” within the meaning of the
Securities and Futures Act 2001 and any rules made thereafter. This advertisement has not been
reviewed by the Monetary Authority of Singapore. Registered address: EFG Bank AG, Singapore Branch
79 Robinson Road, #18-01 Singapore 068897.

Switzerland: EFG Bank AG, Zurich, including its Geneva and Lugano branches, is authorised and
regulated by the FINMA. Registered Office: EFG Bank AG, Bleicherweg 8, 8001 Zurich, Switzerland.
Registered Swiss Branches: EFG Bank SA, 24 quai du Seujet, 1211 Geneva 2, and EFG Bank SA, Via
Magatti 2, 6900 Lugano.

United Kingdom: EFG Private Bank Limited. If you are receiving this document from EFG Private Bank
Limited, this is because you have an advisory agreement with EFG Private Bank Limited, and they have
assessed the product(s) referred to in this document as being suitable for you. This document has
been approved by EFG Private Bank Limited and is issued to you by EFG Private Bank Limited.

EFG Private Bank Limited is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority. EFG Private Bank Limited is a
member of the London Stock Exchange. Registered company no. 2321802. Registered address: EFG
Private Bank Limited, Park House, 116 Park Street, London W1K 6AP, United Kingdom, telephone

+44 (0)207 491 9111.

USA: EFG Capital International Corp (“EFG Capital”) is a U.S. Securities and Exchange Commission (“SEC”)
registered broker-dealer and member of the Financial Industry Regulatory Authority (“FINRA”) and the
Securities Investor Protection Corporation (“SIPC”). None of the SEC, FINRA or SIPC, have endorsed this
document or the services and products provided by EFG Capital and its U.S. based affiliate, EFG Asset
Management (Americas) Corp (“EFGAM Americas”), a registered SEC investment adviser. Securities
products and brokerage services are provided by EFG Capital, and asset management services are
provided by EFGAM Americas. EFG Capital and EFGAM Americas are affiliated by common ownership
under EFG International AG and maintain mutually associated personnel. Registered address:

701 Brickell Avenue, Ninth Floor - FL 33131 Miami.

© EFG. All rights reserved



