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Abstract

This paper uses newly available daily and monthly data for the period 1996-2007
to investigate the determinants and the effectiveness of interventions by the National
Bank of Georgia (NBG). An analysis shows that the main structural break occurs
before the exchange rate regime shifts to free floating in 1998. The estimation of the
central bank daily reaction function indicates that the NBG leans against the wind
while targeting and smoothing the exchange rate. When estimating the GARCH-M
and IV models, there is evidence that the NBG was successful in moderating the
depreciation of the national currency. However, the conditional volatility increased
with interventions.

Abstrakt

Tato studie vyuzivd nové piistupné denni a mési¢ni idaje z obdobi 1996-2007 ke zk-
ouméni determinantii a ucinnosti intervenci Ndrodni banky Gruzie (NBG). Analyza
udaji o sménném kurzu GEL/USD ukazuje, ze hlavni strukturdlni zlom piedchézi
zménu kurzovni politiky k volné plovoucimu kurzu. Odhady reakéni funkce centralni
banky signalizuji, ze NBG ciluje a snazi se vyhlazovat sménny kurz. Odhady modelu
GARCH a IV ukazuji, ze NBG byla pfi zmirfiovani oslabovéni ndrodni mény tspésna,
i kdyz podminénd volatilita kurzu s intervencemi roste.
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