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High time to prepare a
tiered deposit-rate system !
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High time to prepare a tiered deposit-rate system!
$PXOWLWLHUHGGHSRVLWUDWHZRXOGEHSDUWLFXODUO\QHFHVVDU\LQWKHHYHQWRIWKH
(&%FRQWHPSODWLQJPRYLQJLQWHUHVWUDWHVHYHQIXUWKHULQWRQHJDWLYHWHUULWRU\LQ
response to the uncertain economic outlook. The longer the burdens last, the
more pressing the need for such a multi-tier system becomes – even without
fresh key-rate cuts – not least in view of the recent activation of countercyclical
capital buffers.
,WZDVUHFHQWO\WKH¿IWKDQQLYHUVDU\RIWKHDQQRXQFHPHQWE\WKH(XURSHDQ
&HQWUDO%DQN (&% WKDWLWZRXOGKHQFHIRUWKEHFKDUJLQJDNLQGRI´SHQDOW\IHH´
on commercial banks’ reserve holdings in excess of minimum-reserve requirements. Yet this anniversary is certainly no reason to celebrate, especially not for
savers and credit institutions in the euro area:
 Firstly, the introduction of the unconventional monetary-policy instrument
of negative rates, in combination with further policy measures, has cons-

A whole string of monetary-policy
MXVWLßFDWLRQVIRUDWLHUHGGHSRVLWUDWH

pired to further entrench the negative-interest-rate environment across
WKHHXURDUHD)URPPLQXVSHUFHQWLQLWLDOO\WKH(&%·VGHSRVLWIDFLOLW\
UDWHZDVORZHUHGLQVHYHUDOVWHSVWRPLQXVSHUFHQWWKHUDWHZKLFKKDV
DSSOLHGVLQFH0DUFK
 6HFRQGO\WKHFXPXODWLYH¿QDQFLDOEXUGHQLPSRVHGRQWKH¿QDQFLDOLQGXVWU\E\WKLV´SHQDOW\LQWHUHVWUDWHµLVQRZUXQQLQJHDVLO\LQWRWKHWHQVRI
billions of euros – what is more, the trend here has been sloping sharply
XSZDUGVVLQFHLQSDUWLFXODU:HWKHUHIRUHGRQRWVKDUHWKHRSLQLRQ
YRLFHGUHFHQWO\E\%XQGHVEDQN3UHVLGHQW:HLGPDQQWKDWWKHPDJQLWXGHRI
the burden is negligible.1
 7KLUGO\WKH(&%*RYHUQLQJ&RXQFLO·VGHFLVLRQVDWWKH0DUFKPHHWLQJ²
especially the decision to prolong its current forward guidance until at least
the end of the present year – and the verbal signals sent out in the intervening period permit the inference that an exit from negative-interest-rate
policy is not on the cards in the foreseeable future.
 )RXUWKO\WKH(&%KDVPDGHLWFOHDULQLWVODWHVW)LQDQFLDO6WDELOLW\5HYLHZ
that greater attention needs to be paid to the structural challenges with
ZKLFKEDQNVDUHFRQIURQWHG$FFRUGLQJO\ZHEHOLHYHWKDWWKHVWDQGLQJRI
Europe’s banking systems needs to remain safeguarded, not least (?) via
DVXVWDLQDEOHYLDEOHLQWHUHVWUDWHODQGVFDSH7KLVLVDOVRQHHGHGWRIXO¿O
the needs of the countercyclical capital buffers which are currently being
activated in some major countries.
1 „Herausforderungen für das deutsche

:LUWVFKDIWVPRGHOO´VSHHFKE\'U-HQV
:HLGPDQQ3UHVLGHQWRI'HXWVFKH%XQGHVEDQNGHOLYHUHGDWWKH*HUPDQ6DYLQJV
%DQNV&RQIHUHQFHRQWK0D\LQ
Hamburg..



The burdens are growing heavier
The fact that the trend in the burdens weighing on the banking industry has
been rising steeply over time is explained by two factors:
)LUVWO\LWLVDFRQVHTXHQFHRIWKH(&%·VGHFLVLRQIURP-DQXDU\WR
make its monetary-policy stance more expansionary by launching a large-scale purchase programme for government bonds (later expanded to
LQFOXGHFRUSRUDWHERQGV $VDUHVXOWRIVXFKERQGSXUFKDVHVDGGLWLRQDO
liquidity has been virtually forced upon banks and savings banks: due to
a lack of investment alternatives or else to regulatory restrictions, a large
proportion of these funds end up back in commercial banks’ deposit-facility accounts, or else on their current accounts (part of the EurosysWHP·V7$5*(7V\VWHP RQZKLFKDQLQWHUHVWUDWHRIPLQXVSHUFHQW
likewise has to be paid. The aggregate volume of excess liquidity in the
banking system as a whole cannot, in any case, be reduced by lending or
asset purchases on the part of credit institutions; that only appears to be
the case from the perspective of the individual banks.
The upshot is that the excess liquidity held by commercial banks at the

9ROXPHHIIHFWRIKLJKH[FHVVOLTXLGLW\

(&%YHULWDEO\H[SORGHGEHWZHHQ-DQXDU\DQG\HDUHQGVSLNLQJIURPDURXQG(85ELOOLRQWR(85ELOOLRQ6LQFHWKHQVXUSOXV
liquidity has been moving sideways at the latter level, the reason being
that the central bank tapered its net bond purchases before switching
(at least for the time being) to holding the gross level of the portfolio
FRQVWDQWDWWKHHQGRI
The surge in excess reserves caused by the implementation of so-called
quantitative easing has been further swelled by the granting of targeted
ORQJHUWHUPWHQGHUV 7/752,,, WRWKHEDQNLQJV\VWHP$GPLWWHGO\WKH
VXUSOXVUHVHUYHVDVVRFLDWHGZLWK7/752VGRQRWQHFHVVDULO\OHDGWRDQ
additional burden for banks because the latter can have the interest rate
ZKLFKKDVWREHSDLGUHIXQGHGLQIXOOE\WKH(&%GHSHQGLQJRQWKHWUHQG
LQWKHLUHOLJLEOHQHWOHQGLQJ7KHWKLUG7/752VHULHVZKLFKLVQRZLQWKH
RI¿QJZLOORQO\LQYROYHDSDUWLDOEDODQFHVKHHWRIIVHWWLQJPHFKDQLVP
DPRXQWLQJWRDWPRVWSHUFHQWRIWKHLQWHUHVWEXUGHQ7KHFRQGLWLRQV
RIWKHQHZ7/752SURJUDPPHDUHWKXVVRPHZKDWOHVVIDYRXUDEOH,IRQ
the other hand, excess liquidity continues to be subject to an un-tiered
negative deposit rate, the outcome would be a negative interest margin,
ZKLFKZRXOGSUHVXPDEO\GLPLQLVKWDNHXSRIWKHQHZ7/752VWRVRPH
extent.
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Euro area: Excess reserves in the euro money market and minimum
q
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 6HFRQGO\WKH YHU\VL]HDEOH PDJQLWXGHRIWKH¿QDQFLDOEXUGHQEHLQJ
borne by the euro area banking sector as a result of the negative-inteUHVWUDWHSROLF\LVDWWULEXWDEOHWRWKHIDFWWKDWWKH(&%ZKHQJRLQJGRZQ
this unconventional road, only exempted the normal minimum reserves
that credit institutions have to hold at the central bank from the negative

2QO\WKHYHU\VOHQGHUPLQLPXP
reserve portion is currently exempt

interest rate.


&HQWUDOEDQNVLQRWKHUFRXQWULHVZKLFKKDYHOLNHZLVHKDGUHFRXUVHWRWKH
negative-interest-rate-policy instrument in recent years have, in some
cases, devised considerably more lenient rules regarding burdens for the
EDQNLQJVHFWRU7KHEHVWNQRZQFDVHVLQSRLQWDUH-DSDQ6ZLW]HUODQG
DQG'HQPDUN,QWKLVFRQWH[WWKHFHQWUDOEDQNVRIDOOWKUHHQDWLRQVKDYH
operated different types of multi-tiered interest-rate system, entailing
more or less generous exemption thresholds below which the negative
interest rate is not levied, and with correspondingly different cost-easing
effects for the credit institutions concerned.

,QWKHHXURDUHDVXFKDPXOWLWLHUHGLQWHUHVWUDWHV\VWHPZDVOLNHZLVHGHEDted for a while just over three years ago when the deposit rate was moved
GRZQWRLWVSUHVHQWGHHSOHYHO$SDUDPRXQWUHDVRQZK\WKH(&%GHFLGHG
against introducing such a system was the argument mobilised at the time
that market participants might well construe a tiered interest-rate regime as
a signal that the negative-interest-rate system was being institutionalised on
DSHUPDQHQWEDVLV,QRXUDVVHVVPHQWWKHLQWHQWLRQVKRZQE\WKHHXURDUHD·V
PRQHWDU\SROLF\PDNHUVDWWKDWWLPHZDVGH¿QLWHO\WREHZHOFRPHGWRWKH
H[WHQWWKDWLWÀDVKHGDVLJQDOWKDWWKH(&%ZDVDOUHDG\DVLWZHUHWKLQNLQJ
about re-exiting its negative-interest-rate policy just as it was being embarked upon.
,QUHWURVSHFWKRZHYHULWKDVWREHFRQFOXGHGWKDWWKH´UHH[LWZLQGRZ´ZKLFK
RSHQHGXSIRUWKH(&%GXULQJE\YLUWXHRIWKHDXVSLFLRXVHFRQRPLF
WUHQGXQIRUWXQDWHO\VQDSSHGVKXWDJDLQXQH[SHFWHGO\TXLFNO\,QGHIDFWR



terms, this may, by now, have helped to create the impression in many marNHWZDWFKHUV·H\HVWKDWWKH(&%·VQHJDWLYHLQWHUHVWUDWHSROLF\KDVLQGHHG
become increasingly institutionalised. One piece of evidence for this thesis is
the evidence on the ground that market actors in the euro interest rate market (judging by current money market futures rates) are currently expecting
WKHQHJDWLYHLQWHUHVWUDWHSKDVHWRRQO\FRPHWRDQHQGLQ
:KDWKDVEHHQDUJXHGDERYHKROGVWUXHDOOWKHPRUHLQYLHZRIWKHYXOQHUDEOH

5HOLHIFRXOGKDYHDVWDELOLVLQJHIIHFW

cyclical phase which the euro area is experiencing at the present juncture
²DSKDVHWKDWFRXOGGH¿QLWHO\HQGLQDUHFHVVLRQLQWKHHYHQWRIQHJDWLYH
VSLOORYHUHIIHFWVIURPH[WHUQDOIDFWRUVVXFKDVWKHJOREDOWUDGHFRQÀLFWVZKLFK
PLJKWGHOD\WKH(&%·VZLWKGUDZDOIURPLWVXOWUDDFFRPPRGDWLYHPRQHWDU\
SROLF\IRUHYHQPRUH\HDUVWRFRPH,WLVWKHUHIRUHDOOWKHPRUHXUJHQWLQRXU
opinion, to deliberate afresh about the option of a multi-tier deposit facility.
The introduction of such a system would indeed – as demanded by centUDOEDQNV²EHVWULFWO\MXVWL¿HGIURPDPRQHWDU\SROLF\SRLQWRIYLHZ)RULW

ZKLOHWKHPDUJLQDOUDWHFRXOG
remain effective

would only be possible to enduringly maintain the negative-interest-rate
regime deemed necessary for monetary-policy purposes if the increasingly
GDPDJLQJVLGHHIIHFWVZHUHWREHUHGXFHG:KDWLVPRUHWKHODVW PDUJLQDO 
euro still subject to a negative interest rate would continue to determine
money-market and capital-market conditions and thus the macroeconomic
pass-through effects.

Which relief schemes have been tried and tested internationally?
$WWKLVSRLQWZHZRXOGOLNHWRFDVWOLJKWRQWKHYDULRXVPRGHOVZKLFKKDYH
EHHQLPSOHPHQWHGE\WKHFHQWUDOEDQNVRI-DSDQ %R- 6ZLW]HUODQG 61% 
DQG'HQPDUN '1% :HZLOODOVREHSURYLGLQJDURXJKHVWLPDWHRIWKHUHOLHI
effect which would be forthcoming for credit institutions across the euro area
LQJHQHUDODVZHOODVLQWKHLQGLYLGXDO(08PHPEHUVWDWHVLIWKHPRGHOLQ
TXHVWLRQ SRVVLEO\ZLWKDSSURSULDWHPRGL¿FDWLRQV ZHUHWREHSXWLQWRXVH
LQWKH(XURSHDQ0RQHWDU\8QLRQDVDZKROH$WWKHRXWVHWZHZRXOGOLNH
WRSRLQWRXWWKDWWKHVHHVWLPDWHVLQYROYHJURVVUDWKHUWKDQQHW¿JXUHV7R
VSHFLI\WKHQHWHIIHFWRIDUHYLVLRQWRWKHQHJDWLYHLQWHUHVWUDWHUHJLPHWKH¿gures would need to be adjusted, in particular, for a number of countervailing
effects. For instance, adjustments by credit institutions regarding their terms
for retail deposits or corporate loans would be rather likely given the keen
FRPSHWLWLYHVLWXDWLRQSUHYDLOLQJLQWKH¿QDQFLDOVHFWRU6XFKDGMXVWPHQWV
would effectively diminish the (net) relief effect for the credit institutions.



Japan’s banks are continuing to earn a positive return on their reserves
:HZRXOGOLNHWRVWDUWZLWK-DSDQ$VLWWXUQVRXWLWLVLQWKH/DQGRIWKH5LVLQJ
Sun that the negative-interest-rate regime has had by far the most favourable
UHSHUFXVVLRQVRQ¿QDQFLDOLQVWLWXWLRQV7KH%R-UHVROYHGLQ-DQXDU\WR
turn its deposit interest rate into its new monetary-policy benchmark rate,
ORZHULQJWKHODWWHULQWRQHJDWLYHWHUULWRU\IURPDSUHYLRXVOHYHORISHUFHQW
WRSHUFHQW2VWHQVLEO\-DSDQ·VPRQHWDU\ZDWFKGRJVZHUHKRSLQJWKDW

$FLUFXLWRXVZD\RILQàXHQFLQJ
the exchange rate

this step would spur bank lending, thereby enabling convergence towards
WKHLULQÀDWLRQWDUJHWZKLFKZDVEHLQJFOHDUO\XQGHUVKRW DVLWVWLOOLV 7KH
truth of the matter, it can be conjectured, is that the measure was geared
DERYHDOOWRZHDNHQLQJWKHORFDOFXUUHQF\WKH\HQ,QWKDWUHJDUGWKHVWUDWHJ\
KDVGH¿QLWHO\ERUQHIUXLWJLYHQDFXPXODWLYH\HQGHSUHFLDWLRQUHODWLYHWRWKH
86GROODURIDSSUR[LPDWHO\SHUFHQWIRUWKHSHULRGVLQFH-DQXDU\

Japan, Switzerland and the euro area: Cumulative exchange-rate shift
relative to the US dollar since the introduction of negative interest rates
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This conjecture about covert exchange-rate management suggests itself
QRWOHDVWEHFDXVHRIWKHLQFHQWLYHVLQSODFH2QSDSHU-DSDQHVHFUHGLW
LQVWLWXWLRQVDUHWKHXOWLPDWHWDUJHWVRIWKH%R-·VSROLF\VKLIW%XWWKH\DUH
in effect, hardly being hurt by the negative-interest-rate policy as being
operated and are therefore hardly being motivated to engage in additional
OHQGLQJ,QDFWXDOIDFWWKH%R-KDVLPSOHPHQWHGDWKUHHWLHULQWHUHVWUDWH
system, within the framework of which banking institutions continue to
HDUQDSRVLWLYHUHWXUQRISHUFHQWRQDOOUHVHUYHVDOUHDG\KHOGGXULQJ
 ´%DVLF%DODQFHµ 
$WWKHSUHVHQWSRLQWLQWLPHWKLVUXOHDSSOLHVWRDOPRVWSHUFHQWRIWKH
UHVHUYHVZKLFK-DSDQHVHEDQNVKROGDWWKH%R-:KDWLVPRUHDJHQHURXV
exemption-threshold ruling exists for further reserves (i.e. reserves built
XSVLQFH LQYROYLQJDQLQWHUHVWUDWHRI]HURSHUFHQW7KLVH[HPSWLRQ
FRYHUVWKHOLTXLGLW\ÀRZLQJ LQYROXQWDULO\ WREDQNVDVDUHVXOWRIWKH%R-·V



QE programme. The upshot of this is that only about six percent of the
UHVHUYHVZKLFK-DSDQHVHEDQNVKROGDWWKH%R-DUHFXUUHQWO\VXEMHFWWRWKH
SXQLWLYHLQWHUHVWUDWHRIPLQXVSHUFHQW7KDQNVWRWKHUXOHDSSO\LQJWR
WKH´%DVLF%DODQFHµSRUWLRQRIWKHLURXWVWDQGLQJFXUUHQWDFFRXQWEDODQFHV
the country’s banking sector as a whole is even earning positive returns on
WKHLUUHVHUYHVORGJHGZLWKWKH%R-
,IWKH´-DSDQHVHPRGHO´ZHUHH[SRUWHGWRWKHHXURDUHDWKH´WKUHHWLHU
VWUXFWXUHRIWKHRXWVWDQGLQJEDODQFHRIFXUUHQWDFFRXQWV´UXOHFRXOGQRW
DSSO\EHFDXVHWKH(&%·VGHSRVLWIDFLOLW\UDWHZDVVWDQGLQJDW]HURSHUFHQW
LPPHGLDWHO\SULRUWRWKHLQWURGXFWLRQRIQHJDWLYHLQWHUHVWUDWHV*LYHQWKDW
URXJKO\SHUFHQWRIH[FHVVUHVHUYHVKHOGZLWKWKH(&%KDYHFRPHLQWR
existence since the launch of the QE programme, we are working on the
OLQHDUDVVXPSWLRQWKDWSHUFHQWRIUHVHUYHVZRXOGEHH[HPSWHGIURPWKH
QHJDWLYHGHSRVLWUDWHXQGHUWKH´-DSDQHVHPRGHOµZLWKRQO\SHUFHQW
effectively staying liable. On the basis of aggregate reserves to the tune of
(85ELOOLRQDVRIHQG0DUFK PLQXVPLQLPXPUHVHUYHVRIMXVW
XQGHU(85ELOOLRQ WKHFXUUHQWDQQXDOJURVVLQWHUHVWEXUGHQIRUHXUR
DUHDFUHGLWLQVWLWXWLRQVZRUNVRXWDWDSSUR[LPDWHO\(85ELOOLRQ
2IWKLVVXPDURXQGRQHWKLUGIDOOVRQWKHVKRXOGHUVRI*HUPDQ¿QDQFLDO
institutions and one-quarter is being borne by French banks, with the
1HWKHUODQGVLQWKLUGSODFH SHUFHQW ,QRWKHUZRUGVURXJKO\WZRWKLUGV
of excess reserves held with the Eurosystem are distributed among these
WKUHHFRUH(XURSHDQFRXQWULHV:LWKWKHJURVVUHOLHIHIIHFWXQGHUWKH´-DSDQHVHPRGHO´DPRXQWLQJWRDERXW(85ELOOLRQDQQXDOO\URXJKO\RQH
WKLUG VRPH(85ELOOLRQRQWKHEDVLVRIWKHGDWDDVRIVW0DUFK 
ZRXOGDFFRUGLQJO\DSSO\WRWKH*HUPDQEDQNLQJVHFWRU

Bank reserves held with the ECB, by euro area member state
FXWRIIGDWH(85ELOOLRQ


%DQNUHVHUYHVKHOGDWWKH(&%E\
FRXQWU\ (85EQDVRI
incl. minimum reserve balances)
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Switzerland links relief to minimum reserve requirements
/HWXVQRZWXUQWRWKH´6ZLVVPRGHO´ZKLFK²OLNHLWV-DSDQHVHFRXQWHUSDUW²
provides very generous cushioning for banks in the Swiss Federation (more
precisely for banks headquartered in Switzerland) against the punitive inteUHVWUDWHZKLFKWKH61%VHWDWPLQXVSHUFHQWLQ-DQXDU\7KH6ZLVV
1DWLRQDO%DQNKDGDWZRIROGREMHFWLYHIRULQWURGXFLQJQHJDWLYHLQWHUHVWUDWHV
VWDUWLQJSRLQWPLQXVSHUFHQWIURP'HFHPEHURQZDUGV 
)LUVWO\WKHDLPZDVWRSXWDEUDNHRQQHWIRUHLJQSRUWIROLRLQYHVWPHQWLQÀRZV
into Switzerland, which had become more voluminous following the advent of

3XWWLQJDEUDNHRQSRUWIROLR
LQàRZVIURPDEURDG

negative interest rates in the euro area, and thus to mitigate the upside presVXUHRQWKH6ZLVVIUDQF,QNHHSLQJZLWKWKLVIRUHLJQEDQNVZHUHRQO\JUDQWHGD
FRPSDUDWLYHO\ORZOXPSVXPH[HPSWLRQRI&+)PLOOLRQRQZKLFKWKHSXQLWLve charge is not levied.
Secondly, the aim was to protect the private-asset-management business
PRGHOZKLFKLVRISDUWLFXODULPSRUWDQFHWR6ZLVVEDQNVE\PHDQVRIKLJK´IUHH
DOORZDQFHV´IRUGRPHVWLFEDQNV7KLVLQWXUQZDVLQWHQGHGWRHQDEOHGRPHVWLF
banking institutions to shield their retail customers from punitive interest rates
even though the deposit rate was being moved deep into negative territory.
,QWKHFDVHRIGRPHVWLF6ZLVVEDQNVWKHQHJDWLYHLQWHUHVWUDWHLVRQO\FKDUJHG
RQWKHSRUWLRQRIVLJKWGHSRVLWDFFRXQWEDODQFHVKHOGDWWKH61%ZKLFKH[FHHGV

5HVHUYHVKHOGE\GRPHVWLF6ZLVV
EDQNVUHPDLQODUJHO\H[HPSW

DWKUHVKROGFRUUHVSRQGLQJWRWLPHVWKHLUPLQLPXPUHVHUYHUHTXLUHPHQW7KH
DJJUHJDWHUHVHUYHVRI6ZLVVEDQNVFXUUHQWO\FRUUHVSRQGWRVOLJKWO\OHVVWKDQ
times the collective minimum reserve requirement, meaning that about twothirds of reserves are effectively exempted from the punitive charge.
,IWKH´6ZLVVPRGHO´ZHUHWUDQVSRVHGRQDEDVLVWRWKHHXURDUHDZKHUH
EDQNUHVHUYHVKHOGZLWKWKH(&%FXUUHQWO\FRUUHVSRQGWRDSSUR[LPDWHO\
times the cumulative minimum reserve requirement, we think that an exempWLRQWKUHVKROGFRUUHVSRQGLQJWRWLPHVWKHPLQLPXPUHVHUYHUHTXLUHPHQW
ZRXOGEHDSSURSULDWH,IWKH´6ZLVVPRGHO´ZHUHWREHRSHUDWHGWKHDQQXDO
EXUGHQRQWKHHXURDUHDEDQNLQJVHFWRUZRXOGGHFOLQHIURP(85ELOOLRQWR
(85ELOOLRQLHE\DVKDGHRYHUSHUFHQW2QWKHEDVLVRIRXUSURMHFWLRQ*HUPDQDQG)UHQFKFUHGLWLQVWLWXWLRQVZRXOGTXDOLI\IRUURXJKO\WKHVDPH
DPRXQWRIUHOLHI DURXQG(85ELOOLRQLQHDFKFDVH 
1HYHUWKHOHVVLWZRXOGQRWEHFRUUHFWWRDUJXHWKDWWKLVDSSURDFKZRXOGJLYH
ULVHWRD´OH[*HUPDQLD´EHFDXVHRXUHVWLPDWHFRQFOXGHVWKDWDVKLIWWRVXFKD
V\VWHPZRXOGRQO\UHGXFHWKHEXUGHQERUQHE\*HUPDQFUHGLWLQVWLWXWLRQVWR
DEHORZDYHUDJHH[WHQWLQSHUFHQWDJHWHUPV E\DOLWWOHEHORZSHUFHQW %\
FRQWUDVW,WDOLDQDQG6SDQLVKEDQNVZKRVHUHVHUYHVDWWKH(&% DWPDUJLQDOO\
RYHU(85ELOOLRQDVRIHQG0DUFK DUHORZLQSURSRUWLRQWRWKHVL]HRI
the respective banking sector, would actually be exempted in full from paying
the negative interest rate.


Denmark has been relatively ungenerous regarding the degree of relief
)LQDOO\WKHUHLVWKH´'DQLVKPRGHO´ZKLFKLVDOVRJHDUHGLQSULQFLSOHWRH[emption thresholds, which are based, at least indirectly, on the minimum-reserve approach, but which (from the banks’ point of view) effectively involve a
OHVVJHQHURXVPXOWLSOLHUWKDQXQGHUWKH´6ZLVVPRGHO´
'HQPDUNDOVRGHVHUYHVWREHORRNHGDWLQWKHFRQWH[WRIQHJDWLYHLQWHUHVW

'HQPDUNÄVSLRQHHULQJUROH

UDWHVEHFDXVHWKHFHQWUDOEDQNRIWKLVQRUWKHUQ(XURSHDQFRXQWU\ZDVWKH¿UVW
WRGHSOR\VXFKDPRQHWDU\SROLF\LQVWUXPHQW²LQWKHVXPPHURILH
WZR\HDUVEHIRUHWKH(&%$WWKHSHDNRIWKHHXURDUHDVRYHUHLJQGHEWFULVLV
WKH'1%ZDVFRQIURQWHGZLWKWKHSUREOHPRIFDSLWDOÀLJKWIURPWKH(08LQWR
'HQPDUNZKLFKZDVSXWWLQJXSVLGHSUHVVXUHRQWKHNURQH,QYLHZRIWKHIDFW
WKDWWKH'DQLVKNURQHLVSHJJHGWRWKHHXURZLWKLQ(50,,REVHUYLQJDFHQWUDO
UDWHZLWKDFHUWDLQÀXFWXDWLRQEDQGWKHFHQWUDOEDQNZDVFRPSHOOHGLQWKDW
situation to take countermeasures to weaken the domestic currency.
6LQFHWKHQDWZRWLHUV\VWHPKDVRSHUDWHGIRUUHVHUYHKROGLQJVE\'DQLVK
commercial banks. There is a current account deposit facility, where monetary-policy counterparties can make overnight deposits up to a certain
EDQNVSHFL¿FWKUHVKROG)RUDPRXQWVDERYHWKDWWKUHVKROGFUHGLWLQVWLWXWLRQV
KDYHWRSXUFKDVHVKRUWWHUP GD\ FHUWL¿FDWHVRIGHSRVLW &'V ZLWKOHVV
DGYDQWDJHRXVLQWHUHVWUDWHV8QWLOVSULQJWKLVFHUWL¿FDWHRIGHSRVLWUDWH
ZDVLQYDULDEO\KLJKHUWKDQWKH(&%·VGHSRVLWUDWHEHIRUHWKH'1%SXVKHGLW
GRZQWREHORZ]HURIRUWKH¿UVWWLPHZKHQWKHHXURDUHDVRYHUHLJQGHEWFULVLV
was reaching its climax.
$IWHUDEULHISKDVHRISRVLWLYHLQWHUHVWUDWHVRQ&'VLQVSULQJWKHPRYH
WRQHJDWLYHLQWHUHVWUDWHVE\WKH(&%DQGWKH61%FRPSHOOHGWKH'1%WR
UDWFKHWGRZQLWV&'UDWHWRDORZRIPLQXVSHUFHQW)RUPRUHWKDQWKUHH
\HDUVQRZ'HQPDUN·V´SHQDOW\LQWHUHVWUDWHµKDVEHHQVWDQGLQJDWPLQXV
percent while an interest rate of zero percent applies to reserves in the current
DFFRXQWGHSRVLWIDFLOLW\7KHEDQNVSHFL¿FFHLOLQJDSSOLFDEOHKHUHFXUUHQWO\
FRUUHVSRQGVWRSHUFHQWRIWKHWRWDOGHSRVLWVUHSRUWHGRQWKHEDODQFHVKHHW
of the credit institution concerned.

Euro area, Japan, Switzerland and Denmark:
Trend in deposit interest rates since 2009
(&%'HSRVLWIDFLOLW\UDWH
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,IWKH´'DQLVKPRGHO´LVWUDQVIHUUHGWRWKHHXURDUHDDQGLILWLVIXUWKHUDVVXPHGWKDWWKHEDQNVSHFL¿FH[HPSWLRQLVJUDQWHGRQWRSRIWKHPLQLPXP
reserve requirement, our calculations imply that an amount corresponding
WRURXJKO\WLPHVWKHPLQLPXPUHVHUYHUHTXLUHPHQWZKLFKEDQNVKDYH
WRPHHWZRXOGEHH[HPSWIURPWKH(&%·VQHJDWLYHLQWHUHVWUDWHV8QGHUWKH
´'DQLVKPRGHO´WKHQWKHEXUGHQLPSRVHGRQHXURDUHDFUHGLWLQVWLWXWLRQVE\
QHJDWLYHLQWHUHVWUDWHVZRXOGPHUHO\GHFOLQHE\DERXWRQHVL[WKRU(85
ELOOLRQ$VXQGHUWKH´6ZLVVPRGHO´*HUPDQDQG)UHQFKEDQNVZRXOGTXDOLI\
IRUWKHPRVWUHOLHILQDEVROXWHWHUPV VOLJKWO\PRUHWKDQ(85ELOOLRQLQHDFK
FDVH ZLWK*HUPDQFUHGLWLQVWLWXWLRQVRQFHDJDLQEHQH¿WLQJWRDPDUJLQDOO\
EHORZDYHUDJHH[WHQW DSHUFHQWUHGXFWLRQ LQUHODWLYHWHUPV

Gross burden imposed on banks by negative deposit rates (p.a.)
under the current regime and using various tiered-deposit-rate
models LQ(85ELOOLRQ 
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Source: own calculations

/DVWO\ZHEHOLHYHWKDWWKHKLVWRU\RIWKHLQWURGXFWLRQRIQHJDWLYHLQWHUHVW
UDWHVLQ'HQPDUNDOVRSURYLGHVDZHLJKW\DUJXPHQWZK\WKH(&%VKRXOG
look sympathetically at the idea of taking pressure off the euro area banNLQJVHFWRUE\LQWURGXFLQJDPXOWLWLHUGHSRVLWIDFLOLW\,Q'HQPDUN·V
central bank had to take measures to stem the upside pressure on the krone
GHULYLQJIURPFDSLWDOÀLJKWLQFRQQHFWLRQZLWKWKHHXURDUHDVRYHUHLJQGHEW
FULVLV6XFKFDSLWDOPRYHPHQWVRFFXUUHGZLWKLQWKH(08DVZHOO²ZLWKFDSLWDO
ÀHHLQJWRWKHPRUHVWDELOLW\RULHQWHGPHPEHUFRXQWULHVWR*HUPDQ\LQ
particular.
*LYHQWKDWWKHHXUR]RQHVKDUHVDFRPPRQFXUUHQF\VXFKPRYHPHQWVKDYH
not, it is true, been translated into currency movements but have instead

Punishing countries for their
VRXQGQHVVLVFRXQWHUSURGXFWLYH

EHHQLQGLUHFWO\UHÀHFWHGLQZKDWDUH WRWKLVGD\ FOHDUO\SRVLWLYHRUFOHDUO\QHJDWLYH7$5*(7EDODQFHVIRU(08PHPEHUFRXQWULHV,WIROORZVIURP
WKLVWKDW*HUPDQ\·VFOHDUO\SRVLWLYH7$5*(7EDODQFHVDQGWKHKLJKOHYHO
RIH[FHVVUHVHUYHVZKLFKGRPHVWLFEDQNVDUHKROGLQJZLWKWKH(&%DUHDW



least partly, a consequence of the soundness and stability orientation of the
domestic banking system and of the country as a whole.
,QDFHUWDLQVHQVHWKHQWKRVHFRUH(XURSHDQVWDWHVZKHUHWKHODUJHVW
proportion of excess reserves has forcibly accumulated (?) are being forced
to pay a levy in return for their attractiveness and stability orientation – in
HIIHFWD´SXQLWLYHWD[´EHFDXVHWKHUHYHQXHVLQTXHVWLRQXOWLPDWHO\ÀRZLQ
*HUPDQ\·VFDVHYLDWKH%XQGHVEDQNSUR¿WLQWRWKHIHGHUDOEXGJHW
$VXSHU¿FLDOREMHFWLRQWRWKLVOLQHRIWKLQNLQJLVWKDWVXFKDPRGXVRSHUDQGL
LVWKRURXJKO\MXVWL¿HGLQYLHZRIWKHKLJKFRVWVZKLFKEDQNEDLORXWVKDYH
imposed on government budgets in some countries. There are two counter-arguments here. Firstly, it is not the task of a central bank to raise a kind
of special levy on the banking industry in the name of national governments.
Secondly, such a levy – if it is indeed to be raised – ought to take its bearings
E\WKHFRVWVE\FDXVHSULQFLSOH,WRXJKWLQRWKHUZRUGVWREHOLQNHGWRWKH
risk weighting for the business model being employed by the respective
FUHGLWLQVWLWXWLRQ,QIDFWDSXQLWLYHOHY\YLDQHJDWLYHLQWHUHVWUDWHVUDWKHU
achieves the contrary, placing an undue burden on banking entities whose
main focus lies in deposit business and therefore weakening the business
PRGHORIWKRVHLQVWLWXWLRQVZKLFKFRQVWLWXWHDVWDELOLW\DQFKRUIRUWKH*HUPDQ²DVZHOODVIRUWKHZLGHU(XURSHDQ²¿QDQFLDOV\VWHP,WLVDOVRWUXHRI
course, that this does not absolve banks from the important and necessary
task of critically assessing their cost structures and of making their business
models viable for the future.
<HWZHEHOLHYHWKDWLWLVHTXDOO\LQWKHLQWHUHVWVRIWKH(&%DVWKHFXVWRGLDQ
RI¿QDQFLDOVWDELOLW\LQWKHHXURDUHDQRWWRSODFHDGGLWLRQDOREVWDFOHV LQWKH
form of a kind of special levy) in the path of the domestic banking industry

7KHEXUGHQRIQHJDWLYHLQWHUHVW
UDWHVLVOLNHZLVHDFRPSHWLWLYH
DQGORFDWLRQDOIDFWRU

LQWKHFXUUHQWWRXJKLQWHUQDWLRQDOFRPSHWLWLYHHQYLURQPHQW:HDUHWKHUHIRUHDGYRFDWLQJWKDWWKH(&%VKRXOGDGRSWDPXOWLWLHUGHSRVLWIDFLOLW\RQ
WKH'DQLVKPRGHO7ZRPRGL¿FDWLRQVVKRXOGLQRXURSLQLRQEHPDGHWRWKH
model being used by our northern neighbour. Firstly, higher weighting rates
ought to be set for banks’ underlying deposits in order to take account of the
bloating of excess reserves (undesired from the banking industry’s point of
view) which has been caused by the policy of quantitative easing.
&DOLEUDWLRQFRXOGWDNHSODFHLQVXFKDZD\WKDWWKHDJJUHJDWHUHOLHIHIIHFW
IRUHXURDUHDFUHGLWLQVWLWXWLRQVZDVFRPSDUDEOHWRWKDWXQGHUWKH´6ZLVV
PRGHO´6HFRQGO\ZHFRQVLGHUWZRZHLJKWLQJUDWHVIRUGLIIHUHQWW\SHVRI
deposits to be appropriate, with a higher weighting rate applying to customer deposits. That would compensate credit institutions with a high level
of customer deposits for the particularly high degree of earnings pressure
which they have been sustaining on account of the negative-interest-rate
policy, because such institutions are, to all intents and purposes, barred from
passing on such costs to retail customers.


A multi-tier deposit rate system would, at least, be the second-best option
,QFRQFOXVLRQZHPDNHQRVHFUHWRIWKHIDFWWKDWWKHLQWURGXFWLRQRID
multi-tier deposit-rate system would, in our assessment, be only the second-best option for tackling the task of eliminating the side-effects bound
XSZLWKWKHQHJDWLYHLQWHUHVWUDWHSROLF\:KDWZRXOGEHHYHQEHWWHUZRXOG
be to revert at an early date to a conventional monetary-policy stance. True,
ZHDUHZHOODZDUHWKDWWKLVLVQRWXSWRWKH(&%DORQHLQWKHFXUUHQWPDFURHconomic situation: the monetary policymakers have, quite rightly, pointed
repeatedly to the structural reforms required in national economies and have
– just as repeatedly – been left in the lurch by national politicians. However, making the banking industry pay for these shortcomings is resulting in
mounting threats to stability. To prevent such stability risks from escalating,
a multi-tier model would be well warranted from a monetary-policy perspective, assuming that the monetary authorities are determined to keep using
the negative-interest-rate instrument per se for even longer.
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