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Lessons from Main Central Banks’ Negative
Interest Rate Policy

Shao-Chi Chien

Officer
Economic Development Department, NDC

Abstract

In response to the global economic slowdown, currency appreciation,
and deflation risks, many central banks further lower the nominal interest
rate to a negative value in the situation of very low policy rates, breaking
the zero interest rate limitation.

This study analyzes the negative interest rate data, summed up the
strengths, weaknesses and effectiveness of the current negative interest rate
policy. Negative interest rates have contributed to the decline in market
wholesale and retail interest rates, and affect the currency depreciation;
However, the private sector still worry about the future, which cause the
investment, the stock, and the price level are still sluggish. Moreover, it
may have the risk of financial institutions, financial market volatility, asset
bubbles, and deepen the market panic. Therefore, it is recommended that
we should be committed to improving the labor force and promoting the
productivity upgrades, instead of relying on monetary policy, in order to
boost the economy.
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Taking the plunge

Negative rates are becoming the norm for a growing portion of the world

W Proportion of global GDP governed by a central bank with negative rates
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Date negative rate first introduced Latest policy rates, basis points

(March 2016)

Lending | Main policy | Deposit rate

rate rate
Danish National Bank July 2012 to April 2014; September 2014 5
onwards
European Central Bank June 2014 onwards 25

Swiss National Bank December 2014 50

Swedish Rikshbank February 2015 25

Bank of Japan January 2016 10

Hungarian National Bank March 2016

Source: Central banks.
Note: Blue shaded figures referto the rates most relevant to short term money market rates. For Denmark, the depositrate is
now considered the key policy rate.
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