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The Monetary Stability Foundation was set up as a Federal
institution under public law by Act of Parliament at the beginning of
2002. Its endowment capital amounted to DM 100 million or €51
million. The capital was raised from the profits which the
Bundesbank made from the sale of DM 1 gold coins in July 2001.
The coins were designed to commemorate the special role and
history of the Deutsche Mark. The gold required to mint the coins
was taken from the Bundesbank’s reserves. As the book value of
the gold used was lower than the market value at which the gold
coins were sold, a profit of €94 million was made. €43 million were
used to finance the restoration of the Museum lIsland in Berlin. The
remaining €51 million were given to the Foundation.

It is the Foundation’s task to promote public awareness of the
importance of monetary stability. For this purpose, it supports
economic and legal research in the field of money and finance. This
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includes all aspects of monetary policy and financial stability. In this sense it also covers the issues of globalisation and the
interaction of monetary and fiscal policy. The Foundation has now more or less completed its start-up and development
stages. This process initially involved designing its strategy and fixing the policy instruments. During this period, the
Foundation inevitably had only a minor public presence. The most important decisions have now been made and
implemented, which means that the Foundation is fully operational.

The Foundation will use about €1 million out of its income to finance the new Institute for Monetary and Financial Stability
which is linked to Frankfurt University. At this research institute, three departments will work together in the area of
monetary stability, focusing on its economic, business and legal aspects. | hope that the interaction with the University will
lead to the emergence of an internationally competitive centre of excellence here in Frankfurt. It should set trends and
introduce new ideas not only in the academic sphere, but also in giving policy advice. Two of three professors have already
been appointed. Professor Siekmann has already started his work here in Frankfurt. Professor Inderst will begin in October.
Together with other faculties and institutes our new Institute for Monetary and Financial Stability will form an important link
between the University and the banking community. This may also benefit Frankfurt as a financial centre.

The Foundation will also provide limited support for other projects of up to €500,000 a year. In 2005, for example, a project
was awarded to the well known Kiel Institute. The aim of this project is to develop macroeconomic stress tests in order to
prevent systemic risks in the financial system.

In June 2006 we decided to launch a programme to support about fifteen post-graduate students, whose work will focus on
the fields of monetary and financial market economics or monetary, currency and central bank law.

Last but not least, the Foundation will continue to subsidise conferences and smaller research projects. This will ensure that
other academic centres besides Frankfurt also benefit from our support.





