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Overview

- Some important caveats at the beginning
- Price developments around the introduction of the euro

- Perceived inflation vs. measured inflation T explaining
t he aTeffecto O

- Micro evidence on price setting behaviour
- Administrative measures targeting the cash changeover

- Any lessons?

OeNB has published a number of studies in its quarterly publication
Monetary Policy & the Economy, Special edition on the euro Q1/07
(available for download at www.oenb.at)
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Some important caveats

- One should be extremely cautious in giving advice from
the experience of another country

- Substantial differences in framework conditions and
starting points

- Austrian timetable:
- Strict currency peg to DM since end of the 70ies
EU membership in 1995
ERM membership in 1995
EMU membership in 1999
Introduction of euro cash in 2002
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Technical differences between the Austrian and the
Slovakian case

Austria Slovakia
AMadrid-style approach ABig-Bang approach
ADual circulation of two months ADual circulation of 16 days
AMandatory dual display of prices AMandatory dual display of prices
from 1.10.2001 until 28.2.2002 from 1.8.2008 until 31.12.2009
ADeadlines for the exchange of ATS at  ADeadlines for the exchange of the
banks: SKK at banks:
~~ Coins until 28.2.2002 ~~ Coins until 30.6.2009
~ Notes until 28.2.2002 "~ Notes until 31.12.2009
Aat the Oesterreichische Nationalbank  Aat the National Bank of Slovakia:
~~ Coins without limit ~ Coins until 31.12.2013
~ Notes without limit ~ Notes without limit
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Selected advantages and disadvantages

Shorter official preparation period between decision,
EMU membership and euro cash introduction

Loss of monetary policy independence and change of
currency at the same time

Less favourable international environment

Already existing changeover experience from other

countries

Availl able blueprints for techn
problems

People are used to euro banknotes and coins already
Convergence of economic structures and policies

|l n gener al : many overl apping d
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Price developments

HICP-Inflation yoy, in %
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Interest rate developments

Long term interest rates for convergence assment, in %
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|l ntroducti on of eur o I n Austri a

CPIl and HICP Inflation Rates in Austria from 1970 to 20061
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A European
phenomenon:
Why?

rart 2

'erceived Inflation and HICP Inflation in Selected Euro Area Countries
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Significant price increases for
frequently purchased goodse

Price Changes in Selected Goods and Services

Annual change in %
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Survey evidence:

Use of outdated schilling reference prices

Which Currency Do You Generally Use as a Mental Benchmark
for Price Calculations?

Chart 13 Chart 14
Daily purchases Exceptional purchases
% of the population % of the population
2005 70 14 16 2005 23 50 26
2004 69 17 14 2004 23 46 30
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0 Both equally 0 Don't knownot available

Source: Flash Eurcbarometer

www.oenb.at oenb.info@oenb.at



ONB

Socio-demographic differences in inflation perception

Assessment of Respondents’
Personal Financial Situation
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Price setting: evidence from micro-level data

Micro-data used to calculate CPI, 40.000
observations/month 1996-2006

Frequency, direction and magnitude of price
changes

- Prices changed roughly once per year on
average

- 45% downward adjustments

- Average adjustement 13,9% downward and
11,3% upwards.

- After introduction of Euro frequency of price
changes increases

Attractive (threshold) prices
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Introduction of U and cash changeover lead to more
frequent changes in prices,
but increases and decreases balanced

Frequency of Price Changes and Inflation,
January 1996 to June 2006
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Around cash-changeover
price adjustments smaller than usual

www.oenb.at oenb.info@oenb.at



