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Three facts that may shock

It wasn’t until
1994, that the
Fed’s policy
committee

In 2003 for the
first time the
committee used
forward guidance
— mere words —
as its primary
monetary policy
tool

started to
announce, after
each meeting,
any actions it had
taken

In 2011, Mr.
Bernanke gave
the first

scheduled news

conference by a

chairman in Fed
history
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https://www.nytimes.com/2011/04/28/business/economy/28fed.html
https://www.nytimes.com/2011/04/28/business/economy/28fed.html
https://www.nytimes.com/2011/04/28/business/economy/28fed.html

The way to transparency of CB wasn’t a bed of roses

«Never explain, never excuse»

Montagu Norman, the Governor of the Bank of England
from 1920 to 1944

«Since I've become a central banker, I've learned to
mumble with great incoherence. If | seem unduly clear
to you, you must have misunderstood what | said»

Alan Greenspan, the 13th chairman of the Federal Reserve
from 1987 to 2006

«Monetary policy is 98% talk and 2% action»

Ben Bernanke, the 14th chairman of the Federal Reserve
from 2006 to 2014

"paAtasal sysu || | solwouod3 ullag 2z0Z O



The essence of crisis communication in one rhetorical

question

E

)

How does the Federal Reserve
manages to influence an economy
by moving the interest rate just by
1/4 of a percentage point?

From Janet L. Yellen’s speech
«Communication in Monetary Policy»
in 2013
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https://www.federalreserve.gov/newsevents/speech/yellen20130404a.htm

Communication of CB evolved from nineties and demand for
crisis communication rapidly rose in 2008

(

2
2
2
D

)
)
)
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What made crisis
communication so essential?

~N

J

Financial crash of 2008

Strong need for alternative
policy tools

Development of behavioral
economics

Growing belief that
expectations matter a lot

5
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Potential reasons for crisis communication are numerous

Economic
(financial) crisis

FX fluctuations

Careless
statements

Policy decisions Regulations

A bank problem
(solvency,
liquidity etc.)

Inconsistent
communication

Mistakes of the

Accidents .
media

Catastrophes

Probably, it is not the exhaustive list

.Mostly long-lived crisis - Middle-term . Short-lived . Indefinite

Political attacks

Corruption

Clashes with
government
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Crises are divided into two categories

So it leads to important conclusion: Many crises
can be dealt proactively

Known Unknown
unknown unknown
4 N\ 4 N\
Arises because of
the nature of Extraordinary
organization and consequences
its activity
. J . J
4 N\ 4 N\
Itis easily Hard to predict
predicted P
. J
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Main principles of crisis communication: the core is
proactivity

Rapidness Targeting

Proactivity

Transparency

S8 ||V | solwouod3 u



Proactivity in crisis communication means...

v You have a yearly, monthly and weekly communication plan

v This plans envisage some potential crisis campaigns

v/ You monitor and assess information environment on everyday basis

v You regularly update message boxes on the main topics

v You have a pool of speakers who read message boxes

v Speakers follow one voice policy

v You have adopted internal procedures and good horizontal connections

v You prepare QA for briefings, messages for interviews

v You support good relations with journalists

v You regularly meet and discuss with business, experts and government

v You are active in information environment during good times
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Pre-crisis activity helps to strengthen megaphone effect for
your messages during crisis

/1N

/]
—

Market participants, think tanks, journalists,
opinion leaders are more likely to share and
support your view if you have been active before
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Rapidness doesn’t have to impede consistency

You should react in no more than 6 hours. But you
don’t change position from briefing to briefing.
You only strengthen it. Otherwise you will lose
trust
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Transparency is essential but don’t overdose

Effective transparency has its limits. People live in
fast-changing and stressful environment.

> Overloading them with excessive or irrelevant

information may complicate achievement of your
goals — price and financial stability

12
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Which communication tool to choose in crisis?

Don’t choose one. Choose relevant combination

With regard to the targeted audience

And take into account the scale of the crisis

M MMM

As a rule, you just need to intensify the usage of
existing tools. More rarely, add new (alternative) ones

VARV

13
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Audiences consume information through multiple channels
but prefer certain formats of cooperation

Households: Business: Experts: Institutions: Journalists:
social media meetings, releases, private briefings,

posts, forums, reports, meetings, interviews,

explainers seminars meetings reports off-records
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Maintenance

Resolution

Crisis communication lifecycle

e Plan, prepare, develop consensus, make alliances.

e |dentify the problem, come up with reaction.

e Follow the feedback, further explain and strengthen your position

e Gain support/understanding.

e Make a lesson from it, enhance planning and procedures.

|
|
-
|
|
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Before you start a communication ask yourself...

WHhy is a crucial question for decision-making.
Don’t start crisis campaign on any negative signal.
Some of them may be false
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As you enter the crisis be quick to react but gradual to
exit

17

Indicate the essence and source of the crisis. Collect all the necessary
information (data, facts, figures) inside and outside the bank

Monitor the media and public reaction. Prepare (update) main
messages. Choose speakers, tools and channels of communication

Voice the messages ASAP. Fist reaction is needed within 6 hours at
maximum. But make sure all the facts and figures are correct

Monitor the feedback. Keep in touch with journalists and promptly
correct possible mistakes (misinterpretations) in the media (if any)

Evaluate the scale of the crisis and make up a detailed action plan
(draft of information campaign) if needed

Support your public position with additional activities. Clarify it, give
more details, answer additional questions

Continue communication until it poses danger or complicates
achievement of your goals. Repeat multiple times before you exit
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Follow the rule of three ups for effective (crisis)
communication...

Give (a little) up Follow up

e Start talking e Listen to others e Follow the
e State/interpret e Show respect public reaction
the problem e Make e Strengthen and
(difficulty) concessions repeat your
® Be honest and over small position
transparent things to gain multiple times
agreement until you see
over major better

issues understanding
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...and remember CAP (Concern-Action-Perspective) rule

CAP proportion

m Concern m Action m Perspective

> > Express the concern but pay more attention to the approved
measures and its potential influence/your intentions

19
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And never do this
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Deviation from inflation target
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For inflation targeter it is the most expected crisis campaign
ever:-)

MnaH komyHikauiin HBY: MoHeTapHa noniTUKa, BigKpuTi puHKN [ fisse | ) i | g [gce s
(}KOBTeHb—rpyﬂeHb 2020 pOKy) HauionankHd Game  § opeawisarop PUACHAR
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Mpec-Spudinr + npac-pania 3 MM Miaeyiakn gickysi KMM e Mpec-Epuinr + npac-pania 3 M Miaeymma ickyeii KM
i 12.10. 03.11. ZyeTpid 3 excnepTaMA+ 11.42.
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£ © 11,
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i
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11.40.
Mpec-penis woas aincem:
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&
{h
£ ;5'19- ParynrApHe iHg» 31K y opsi HAREHHA Ta i
g Bicuu HEY: nySinieanspani
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Always include it in communication plan, communicate
inflation trajectory during the year and plan activities to

explain possible deviations from the target in advance
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In mid-January we communicate annual inflation figure in
interviews and column...

HOBMHW  MYBIIKALIL  KOMOHKW  CNEUMPOEKTH

VRPAIHCBEA TIPABLA | MOMITHRA  EKDHOMIKA €EPOMA  QOPYM  GNOMW  ICTOPWMHATIPABAY KMTTR TAGNOID AOCTYA

EROHOMIUHA TIPABJIA

MPOCTIP 3 CEHCOM  3EMENbHWA I NOJATOK HA CMAPTOOH  AKICHI JOPOTW  YCTILHA MPUBATIIALIA .

Mission incomplete? Un morna 6 inchnanis B 2018 poui
6yTH We MeHLW o0

Ichnauia y 2018 poui 6yna HaMHMKUOIO 33 OCTaHHI 5 PoKiB = 9,8%. Uu moxHa byno AocarT Kpaworo?

UETBEF, 24 CIMHA 2019, 14:05

OZZn GO

BONOAMMUP
NENYIINHCBKUA
AHPEKTOP JENAPTAMERTY
MOHETAPHO NOAITHIN T2
EXDHOMIMHOND aHANISY
HEY

70

aKTHyHi JaHi iHdNALTT 33 2018 pik HaraayioTs Gpasy 3 sigoMoro
pamaHy Onexcanpipa [lioMa: "ana Atoca - ye 3abarato, a Ans rpada
fie Na Qep - HajiTO Mano"

3aBIAKM NPOBELEHHI HOPCTKOT TPOLLOBO-KPEDUTHOT NONITUKM HEY
RiCHO ELN0CA 3NaMaTH TEHZEHLIX O NPUCKOPEHHS WH |
YNOBINLHWTH IH(AALI0 10 DHO3HAKOBOTD NOKA3HMKA.

LLE € CBIDYEHHAM KOHTPONBOBAHOCTI IHOAALI#HIK Npouscis Ta
NOCANIOE BNEBHEHICTE, WO IHONALIA Byae 3HWHEHa 10
CEPEAHEOCTPOKOBOT Ui B 5% +/-1 8.0,

2014

8% a2 E%i;
2015 2016 2017 2018
Ljinsosuii gianason —— incprAuia

1100 NEPEMALIE u

IHLLIT KONOHKW ABTOPA

YN MOKYTb KPHNTOBANKOTH 33MIHATH
PO UEHTPANbHIX GaHKiE?

KyAH PYXaloTbCA CTABKH 33
TPHEHEBMMI JEMOZHTAMHA T2
KpeQHTaMK

"HaXnHB0" HH3bKa iHtnALiA. Yoro
yeKarH sig HBY Ta cnoMuBunx uin

YCI KONOHKK

KOJTOHKI. ®IHAHCK

Npo3ope BiAHOBNEHHS: AK
NpaloBaTHME ENeKTPOHHA
CHCTeMa YNIPBNiHKA
siabyaosoto

As a rule, the deputy governor gives an
interview, where he voices main
messages on meeting the target or
deviating from it. The director of
Monetary Policy Department is
responsible for a column with in-depth

analysis of inflationary environment and

factors behind it
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... we also used to support these messages at the annual
meeting with stakeholders

Each year we invite government officials,
representatives of international partners, heads of
business associations, economists, heads of think
tanks, market participants and journalists at the
annual meeting with stakeholders. We share our
results and plans (forecasts) to form necessary
expectations
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... and give detailed analysis of inflation target achievement
in a separate box of Inflation report

Figure 1. Inflation trajectory according to the NBU's January 2021
forecast and actual dynamics of consumer inflation, % yoy

12
10
8
6
4
2
0 ]
01.20 07.20 01.21 07.21 12.21
Target range =— Target
Forecast (January 2021) s— Actual

The box is traditionally published
in each January Inflation report
and gives detailed explanation on
the nature of inflation,
decomposition of its deviation (if
true) and influence of monetary

policy

Table 1. Deviations from selected assumptions made in the NBU
forecast (January 2021)

Forecast Actual

. (Estimation)
Brent oil price, USD/bbl. 514 70.5
Price of imported natural gas, USD/kem 193 447
(annual average)

CPI in the euro area, % yoy 0.6 4.8
Grain harvest, million tonnes 72 84.6*
Sunflower oil export prices, USD/t 756 1,265
Weighted average grain export prices, USD/t 183 249
Weighted average metal export prices, USD/t 441 643
Real wages, % yoy 8.3 9.8
Hryvnia NEER,% yoy ("+" strengthening,"-" -7.6 -1.9
devaluation)

Changes in natural gas tariffs for 2 15.4
households, % yoy

Source: NBU staff estimates (* Real-time data from the Ministry of
Agriculture).

Figure 2. Decomposition of inflation deviations from the target in
December 2021, pp

-10 -5 0 5| 10 15
H High prices of export commodities
m\Wages and consumer demand
m Administrative decisions
Imported inflation
m Food supply
= Energy

Source: SSSU. NBU staff estimates.
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.. and explain it one more time at the meeting with experts

Such meetings consist of two parts: presentation of the forecast
and discussion. It gives experts more insight about our logic and
main assumptions which helps to boost trust
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NBU against coronavirus
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Interviews for mass audience in the first days of Covid
outbreak

As pandemic hit Ukraine, a huge panic broke out. FX
market went under significant pressure

To reach mass audience our speakers went to popular
TV channels and radio, which didn’t happen often in
pre-crisis times
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Everyday press-briefings in the first week of Covid outbreak

Hauiouanblguﬁ
6aHK YKpaiHu

Hauionanbhmit
6aHK Ykpainu

tional Bank
if Ukraine

HaujioHanbHui
6awk Ykpain

tional Bank
of Ukraine

Hauiunanbguﬁ
6aHk YKpaiHu

k
el

Every day during the 1t week we gave press-
conferences on the state of banking sector and financial
market. It helped to transmit messages on liquidity and
solvency of the banks, high level of reserves,
consistency of our policy
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Everyday Facebook posts on FX issues to curb the panic

¥y Migcymky OHA Ha BankoTHOMY PUHKY!

TwxaeHb novanu xeaubko. CborogHi Kynunu Ha mixkb6aHKiBCbKOMY
BantTHOMY puHKY 186 mnH gon. CLUA. lMNMpono3uuia Bantotu 3 60Ky GisHecy
3HOBY Byna CyTTEBO BULLIOK 3a NOMUT. TOX MU Manu 3Mory i Hagani
BUKYNOBYBaTV HA[UTULLIOK y PE3epBU, He MPOTUAIYU PUHKOBOMY TPEHAY.
Mpogosxunu 4o6py TpaauLUito MUHYNOIO TUXHS, KON BUKYNUIW B pE3EpBU
YBepTb Minbapaa Aonapie.

I Tox BipMO B NO3UTUB — AK NOCTYNOBE NPUBOPKaHHSA KOPOHABIPYCY Y
CBITi, TaK i ocTaTtoMHe yKnageHHsa HoBoi nporpamu 3 MB®, gka 6yae
KPaCHOMOBHWM CUrHanom npo NpoaoBXeHHS pedopmM B YKpaiHi.

#HBY #KopoHasipyc

o1 W5 S 10

1st phase: We communicate
repeatedly that NBU doesn't
change its FX policy and is ready to
smooth all the fluctuations caused
by panic, not fundamental factors

2nd phase: We communicate that
demand for foreign currency is
constantly decreasing

3nd phase: We communicate that
FX market has stabilized: supply
exceeds demand, NBU is
purchasing the excess currency
back to reserves, UAH is
strengthening

30
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Special page at the official web-site with guidelines, news
updates, QA, videos, legislation on Covid issues

Natlonal Bank i Aboust & Consumerprotection @ Forpeople with visual impaiments | Ua

Q

of Ukraine Monetary Policy ~ Financial Stability ~ Supervision ~Payments and Settlements ~ Financial Markets ~ Statistics  Hrywnia  News

National Bank of Ukraine > About > National B

National Bank Against Coronavirus

Coronavirus infection is first of all a threat to health and lives of our citizens. Also the spread of this infection can have negative consequences for the economy and the Ukrainian financial system. To
prevent this, the NBU has introduced a system of anti-crisis measures for the period of quarantine in the country and regularly informs the public on the developments in the economy on its website, social
network pages, as well as the media. The NBU is certain that all these measures will mitigate the effects of coronavirus infection an the public and business, and ensure quality and continuity of the
financial system operation

How do banks operate during quarantine? >
What's happening on the FX market? >
How loans are repaid and what changed in relations between banks and borrowers? >
Will depositors have any issues regarding payout of bank deposits? >
What is the best way to transact payments? >
Banks News Legislation
Banks need to pay a lot of attention to communication with their clients to smooth negative Laws of Ukraine >

effects of coronavirus

Banks should inform clients of a grace period for loan servicing during quarantine for both

. ) - . N
households and businesses. They should tell them how to use online services or how to remotely Resolutions and Orders of the Cabinet of Ministers of Ukraine

extend the card. This communication is important to preserve financial stability.

Ukrainian banks follow these NBU's recommendations. Decrees of the President of Ukraine >

@ Resolutions of the Board of the NBU ’

Useful Materials Useful Links
y economic review from 19.06.2020

WHO news and recommendations for coronavirus >

>

c

31
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Consistent communication and actions quickly reassured the

FX market

NBU currency interventions

USD bhillion, in equivalent

1.5

1.0

0.5

0.0

-0.5

-1.0

-1.5

-2.0

-2.5

-3.0

2020 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Sales Purchase Net (purchase - sale)

FX demand drastically increased in mid-March on both retail and
interbank markets. But consistent communication and actions
guickly reassured the market. The rush for FX had waned by end of
March. At the beginning of April hryvnia began to strengthen
against the USD. The NBU started purchasing FX, replenishing its
reserves
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Weekly economic reviews to transmit to experts our view on _

the state of economy and speed of recovery

Weekly economic

review

Health crises of such scale had never been
seen before, the level of uncertainty

Il fryvnia gainod some strongth. The NBU resumed Fx purchases.  Skyrocketed. Lack of information and
empirical data confused many experts. To
i decrease level of uncertainty we launched
high-frequency analytics which
2 contributed to better understanding of
SR TE LI ZE the state of economy, its perspectives and
—— IR ™ our policy

= FXdemand temporarily increased in mid-March on both retail and interbank markets
= Higher banks' demand for FX was partially attributed to rising forward contracts of the clients

= As the rush for FX had waned by end of March — the beginning of April, hryvnia has been
strengthening against the USD
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Zoom-meetings with pr-managers of the banks

Call centres of commercial banks received many requests on bank

system functioning, currency issues. To tune one voice policy
with market participants we organized meetings with pr-

managers of banks and provided them with useful messages

34
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Full-scale war

© 2022 Berlin Economics | All rights reserved.



We started communicating the risk of full-scale war long

before invasion..

— \

«..other proinflationary risks continue to loom large. Those
include an escalation of Russian military aggression against

_— \

Ukraine». Wording from monetary press-
release, October 2021

]

___——

— \

]

«Key risks are posed by an escalation of the military conflict
with Russia and a longer global price surge than expected
earlier».

— \

Wording from monetary press-
release, December 2021

___——

— \

]

«The greatest risk for the Ukrainian economy, and hence for
the macroeconomic forecast, lies in a further rise in
geopolitical tensions and the potential escalation of the
military conflict in Ukraine».

— o—~—— January 2022

Wording from Inflation report,

___——

36
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The factual invasion was a shock, but we had prepared the
action plan in advance

" national §ank \ 1 National Bank National Bark )

k ’ of Ukraine ! ) L S nl Unk:al:w ll 'J'nJV]'d e (!)
HavjioHanbHuit |
b G Gank Ypaikm ( Lo ()

i
Natioral Bank ) NationalBank [} National Bank ]
Usraine ! of Ukraine ' of Ukiaine |
|

[} Hauiowansiu
Gank Yxpainn

/' Hadiowansini [ Hatfonansi e
Gank Yk, ua Bank Ykpas

The bombardments started in the early NBU approved the first measures just in

morning at 4:00. Occupants invaded eight few hours after the invasion. At 09:00

regions of Ukraine and in several hours the Board announced them at the

were at the outskirts of Kyiv, the capital briefing which was broadcast on the
YouTube channel. The list of measures
was simultaneously in the
press-release
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https://bank.gov.ua/ua/news/all/pro-robotu-bankivskoyi-sistemi-ta-valyutnogo-rinku-z-24-lyutogo-2022-roku-za-umovi-voyennogo-stanu-po-vsiy-teritoriyi-ukrayini

Main measures introduced in first hours to sustain

financial stability

E

)

Suspension of FX market, except for FX sales

Fixation of the official exchange rate

Limit on UAH cash withdrawals from client
accounts

Prohibition of withdrawal cash from client
accounts in foreign currency

NBU provides unlimited cash support.

NBU grants unlimited unsecured refinancing
loans to banks

Full list — at the link

38
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https://bank.gov.ua/en/news/all/pro-robotu-bankivskoyi-sistemi-ta-valyutnogo-rinku-z-24-lyutogo-2022-roku-za-umovi-voyennogo-stanu-po-vsiy-teritoriyi-ukrayini

Social media were the main channel to deliver information in
the face of migration waves and fake news

Po3’AacHeHHSs

RETCEIGEVN B YKpaIHY =
Ta 3a KOPAOH. lo)=1N LLIaxXpancbKi cxemu
LLlo no3BONEHO? nig Yac BiiHU

OGepexHo!

CnpocrtyBaHHSA

Explainers were widely used to relieve anxiety

> > Also we made warnings about fraudulent schemes which

began to spread

39
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NBU also started fundraising campaigns for Ukrainian army
and refugees

Officially

NBU Opens Special Account
to Raise Funds for Ukraine’s Armed
Forces

NBU Opens Fundraising Account for
Humanitarian Assistance to Ukrainians

More than
21 billion UAH
raised

40
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NBU urged international partners to terminate cooperation

with occupants. Many of them responded

National Bank Bloomberg

of Ukraine

NBU Welcomes Bloomberg L.P.
Decision to Suspend Its Operation

in russia and belarus

NBU Appreciates Decision of Visa and Mastercard to Suspend

Operations in Russia
@ 6 Mar 2022 14:18

The National Bank of Ukraine welcomes the decision of the
international payment systems Visa and Mastercard to suspend
operations in the payment market of the Russian Federation.

"We are sincerely grateful to the international companies Visa and
Mastercard for their decisions. The unprecedented attack of the
aggressor country on peaceful Ukraine requires a decisive and
coordinated response from international business and the world. We
thank Visa and Mastercard for their moral position and support, as
well as their commitment to democratic values. Only united, we will
have a victory”, — said NBU Deputy Governor Oleksii Shaban.

According to Visa and Mastercard, they are completely suspending
work in Russia.

All'Visa and MasterCard cards issued by Russian banks will no
longer be serviced in the network of these payment systems. Also,
cards issued by foreign banks outside the Russian Federation will no
longer work in the retail network and ATMs in the Russian
Federation.

Earlier the NBU called on the international payment systems Visa
and Mastercard to stop servicing payment cards issued by the banks
based in the Russian Federation.

41
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Central banker without a tie? Why not, if it sends necessary
signals

NBU Governor Kyrylo Shevchenko wears pullovers and
T-shirts with patriotic prints during the war. It is a
reminder to Ukrainians that we all need to be united
over one goal. It also sends a signal to international
society: Ukraine is still at war and we need your help to
withstand aggression
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Conclusions



Crises are predictable in many cases

Communication deals with expectations. Crisis
communication deals with expectations exclusively

Proactivity is the core principle of crisis
communication

Anyway, you have to react quickly. Not more thanin 6
hours

Be transparent and consistent. Target communication

Follow the rule of three ups and CAP rule

Exit crisis communication gradually. Make sure you
have delivered your message
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About the German Economic Team

Financed by the Federal Ministry for Economic Affairs and Climate Action, the German
Economic Team (GET) advises the governments of Ukraine, Belarus*, Moldova, Kosovo,
Armenia, Georgia and Uzbekistan on economic policy matters. Berlin Economics has been
commissioned with the implementation of the consultancy.

*Advisory activities in Belarus are currently suspended.

CONTACT Implemented by
D B Berlin
Woldemar Walter, Project Manager Central Asia .
) g D B Economics

German Economic Team

c/o BE Berlin Economics GmbH
SchillerstralRe 59 | 10627 Berlin
Tel: +4930/2061 34640
info@german-economic-team.com
WWW.german-economic-team.com

Our publications are available under
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