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Abstract

The purpose of this master’s thesis is to study the influence of the country’s central bank’s
monetary policy on its financial stability using the example of the National Bank of Georgia and
compare the approach with adopted mechanisms abroad. It should be noted that the research is
conducted using the qualitative method, namely, a structured survey organized among the

employees and scholars from the National Bank of Georgia.

According to its results, the chosen monetary policy instruments, such as open market
operations, reserve requirements, and refinancing loans, do effectively influence financial system
stability and the price level in general; the inflation targeting regime also positively influences the

level of macroeconomic stability and the system’s resilience to shocks;

Meanwhile, communication and accountability and international cooperation are critical
to maintaining financial stability. However, the survey reveals that identified challenges
doubtlessly remain in the workings of the National Bank’s monetary policy, namely, unresolved
regional geopolitical risks, underdeveloped financial markets, and unusual economic structure. To
ensure their elimination, this paper suggests re-optimizing the country’s monetary policy
framework, maintaining the effectiveness of the inflation targeting regime, enhancing
communication and accountability, deepening international cooperation, coordinating better
with fiscal and structural counterparts, advancing financial markets, and institutionalizing a
greater extent. Therefore, this research delivers a societal contribution by improving
understanding of the role of monetary policy in ensuring financial stability and providing recent

information for the National Bank of Georgia and similar developing economies.
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