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Abstract

Is it still possible to increase interest rates in the Eurozone?
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During the last five years, since the onset of subprime crisis, liquidity allocation through official swap
lines was the product of the existing need for monetary easing. Zero bound interest rate is supported by
a unique balance of price and financial stability in the Eurozone. This paper analyzed the fluctuations of
interest rates trough three different approaches: a probabilistic and two kurtosis-based (one focused on
the difference between theoretical and normal distribution, while another applied cluster analysis).
Monetary reactions of the European Central Bank (ECB), the US Federal Reserve (FED) and the Bank
of Japan (BoJ) were monitored to capture market reactions. Occurrences of extreme interest rate
fluctuations were concentrated around announcements of monetary cooperation and liquidity programs.
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