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Monetary Policy Under Uncertainty
Prudent Risk Management 
Approach to Price Stability

Martin Galstyan, Governor
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Source: Scott R. Baker, Nicholas Bloom, and Steven J. Davis, Economic Policy Uncertainty Index

Global Economic Policy Uncertainty Index

Complex layering of risks and shocks have 
created an “uncertain new world”

Geopolitical 
tensions & 
economic 

fragmentation

Rising government 
debt, fiscal 

unsustainability, 
& neutral rate 

uncertainty

Persistent 
supply shocks

Structural 
changes: 

climate change, 
AI, aging

01. 02.

03. 04.

https://www.policyuncertainty.com/about.html
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Uncertainty is, in the words of Greenspan, the “defining 
characteristic of the monetary policy landscape”

Multi-layered uncertainty:

Uncertainty about current and 
future economic 
developments

1

2

3 Uncertainty as an 
inseparable part of 
monetary policy decision-
making

Uncertainty as an important 
determinant of economic 
behavior

Baseline forecast to guide policy decisions are 
consistently wrong
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Monetary policy is not about constructing the best forecast, 
but steering the economy away from dark corners

Understand where the economy is, what the driving forces are, and where uncertainties 
lie

Soberly analyze risks and uncertainties with the use of scenarios; ensure qualitative 
assessment of risks 

Design an appropriate policy strategy (doing whatever is necessary) to bring inflation 
to the target and stabilize the economy

Avoid sliding into dark corners and dangerous nonlinearities 

(crisis arising from policy errors)

Monetary Policy as Risk Management
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Risk management and “least regrets” decision-
making in practice

What outcome or scenario 
would I most regret, if it 
were to materialize?
Realistic, rooted in data, relevant for policy

What do I need to do with my policy 
tools over the medium term to 
manage the losses that could arise 
from these risks materializing?

Least regrets motivation Risk management decision

Individual risk 
appetite

Independent 
thinking

Pillars of the Board’s decision-making process

No attempts at 
consensus-
seeking

Individual 
accountability

Policy rate path above 
market expectations

Policy rate path below 
market expectations

Case A Case B

Decision-
Making 
Process

Conceptual 
Framework

Supporting 
Pillars



6November 11, 2025

Building a robust institutional framework for 
monetary policy as risk management 
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Building blocks

Comprehensive and systematic 
policymaking framework
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Without a systematic, 
institutional framework 
in place, risk 
management is no 
different than discretion

Draws upon best 
practices and lessons 
learned from existing 
frameworks (FPAS)
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Frontiers of monetary policy transparency: 
maximum insight into Board decision-making dynamics

Risk Management FPAS

Armenia Sweden Czechia Chile New Zealand

Minutes Attributed * Unattributed ** Attributed ** Unattributed * Unattributed *

Votes Attributed * Attributed ** Attributed ** Attributed *** Consensus *

Vote Explanations Attributed * Attributed ** - - Consensus *

Transcripts 12 Year Lag - - 10 Year Lag -

* Published on decision day

** Published 8 days after decision

*** Published 15 days after decision

Greater transparency



85 November 2025 8November 11, 2025

Thank you

Prudent Risk Management Approach to 
Price Stability

Draft Book

IMF Governor Talks: Armenia - Risk 
Management Approach to Price 
Stability: The Role of Policy Credibility

https://www.thebetterpolicyproject.org/_files/ugd/bf672a_44316592afd24e26add8648beeb507a2.pdf
https://www.thebetterpolicyproject.org/_files/ugd/bf672a_44316592afd24e26add8648beeb507a2.pdf
https://www.imfconnect.org/content/imf/en/annual-meetings/calendar/open/2022/10/13/168512.html
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Flat and agile human capital model for staff, 
robust on-boarding system for Board

Current 
analysis

Current 
analysis

Model 
operator

Board 
coordinator

Team 
Lead

Model 
operator

Staff: Team structure
• Four teams of six generalist economists
• Rotation within and across teams each year
• Teams switch roles each quarter
• Flat & horizontal team structure
• ¾ of the year is spent on training, development & research

x4

Board member support

Robust on-boarding

Dedicated staff 
support

Emphasis on individual 
accountability
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Evolution of monetary policy framework at the 
Central Bank of Armenia

2006 2022 2023 2024 2025

CBA among first 
EMEs to introduce 
inflation targeting & 
FPAS

Between 2006 & 2024, 
inflation is 4%, right in 
line with CBA inflation 
target

Post-Covid, war, Russia-
Ukraine, we recognize 
that an “uncertain new 
world” is forming; 
business as usual will 
not be enough

2020: CBA among first 
central banks to 
increase interest rates

Governor Talks at IMF 
Annual Meeting: 
seeds of risk 
management planted

Team of world-class advisors 
(ex-IMF, Summers, Taylor, 
Orphanides, etc.) and internal 
team work to systematically 
build out operational 
elements of framework

Shadow production 
rounds testing 
framework

January: framework 
formally launched

Q1: first production round
Q2-Q3: communications 
strategy phased in

Inflation target 
reduced to 3%


