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The main purpose of the whole economic policy is to make the stable and sustainable 

growth in the long run. The Central Bank can be at the back of this with a calculable and 

transparency monetary policy for keep the inflation on a low-level. 

The home law for Central Bank bases on this recognition. The law prescribes for MNB 

(Hungarian Central Bank) the reach and keep the price stability as a primary purpose in 

accord with the international practice and the laws of EU. 

The central banks, who follow the inflation target tracking set a numerical aim for 

inflation correlate with the change of Consumer Price Index. They vary the level of the base 

rate in a way that the aim for inflation comes true. It is made a prognosis from the probable 

inflation regularly. If this prognosis is above the aim considerably, it is stiffened the 

monetary shape. It is mean that it is increased the rates. If the prognosis is under the aim, it 

is relieved the monetary shape, so it is decreased the rates. 

The inflation target tracking most significant segment is the future-oriented activities 

from the Central Bank. To make this on an effective way it is necessary to have a trusty 

method for forecast of inflation and due knowledge of mode of action of economy and 

monetary policy. 

There is inflation target tracking among other the central Bank of England, Sweden, 

Australia and New Zealand. The Hungarian Central Bank leaded in the method of inflation 

target tracking in 2001. 

Increasing part of the developed countries and several emerging countries too 

nominate the price stability as the main objective of the monetary policy. It is determined 
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the price stability in a low, but not zero level. So the central banks mark out 3% as objective 

for inflation in most of the countries, who follow the inflation target tracking. The European 

Central Bank say the rate under 2%, but close to it for price stability. 

In Hungary this number is 3% from 2007 in medium-therm. It is fits with the 

international practise, but it is a higher level as the suggestion from EU. The cause of the 

difference is close up process of the Hungarian economy. This is cause the higher level of 

difference in the inflation between the goods and services in foreign trades and out foreign 

trades. The price level draw near to the price level of the developed countries because of the 

economic growth and this can be mean an extra inflation compared to developed countries. 

Almost every modern Central Banks use the base rate as the instrument of monetary 

policy: they indicate the restrictive or expansive nature of monetary policy with the direction, 

level and timing of rate. In case of increase it is stiffened, in case of decrease it is relieved 

the interest rates. The 

The Hungarian Central Bank realizes the required level of inflation with the change of 

base rate in suitable size and timing. 

The change of base rate can have an effect on future inflation with the way of 

monetarist transmission mechanism. The most important from them are the interest rate-, the 

exchange rate and the expectation. 

The complete effect of the monetary policy come forward later in variables of macro 

economy. The intensity and the change in time of the effect on the inflation depend on the 

impact, which caused the change of inflation too. 

Following international comparative analyses, it makes sense to evaluate the efficiency 

of the monetary system not only with reach the inflation target, but also with the economic 

growth. 

The base rate is very important in Hungary, because this specifies the amount of 

interest what Hungary have to pay after public debt. Simplistically the base rate equal to 

public debt. 

After all the structure of the money in circulation in Hungary differs from other 

countries.  

We have to take notice of all these, when we study and evaluate the decision of the 

monetary policy in Hungary. 

 




