
A DISCUSSION ON THE QUANTITATIVE EASING POLICY

Quantitative easing is an unconventional monetary policy in which a central bank purchases government securities or
other securities from the.

The Fed even paid interest on banks' reserves. Estimates of the natural rate for the US currently put it in the
range of 2. Indeed, although the Bank of Japan's policy approach during the QE period was quite multifaceted,
the overall stance of its policy was gauged primarily in terms of its target for bank reserves. Because of the
relative lack of government bonds, investors are forced to "rebalance their portfolios" into other assets. The
lesson drawn by those who set great store by central-bank independence is that QE should have been avoided
last time and is best avoided in the future, because it opens the door to political interference with the conduct
of monetary policy. For manufacturers, this may help stimulate growth because exported goods would be
cheaper in the global market. Many central banks have adopted an inflation target. Also, the central bank has
the stated intention of reversing the QE when the economy has recovered by selling the government bonds and
other financial assets back into the market. The critics should be careful what they wish for. Quantitative
easing also stimulates the economy in another way. This increases demand for exporters and directly benefits
exporters living in the country. This ceiling on the feasible level of interest rates means that when the next
recession hits, central banks will have little scope for reducing them. In the Bank estimated that quantitative
easing had benefited households differentially according to the assets they hold; richer households have more
assets. Although economic growth has been positive during the subsequent recovery, how much the SNB's QE
program contributed to that recovery is uncertain. In the long run, either debt default or debt monetisation and
inflation will inevitably result from populist profligacy. By engaging in maturity-extension operations, they
were destroying the information content of the yield curve. So, to the extent that these policies help â€” and
they are helping on that front â€” then certainly an accommodative monetary policy is better in the present
situation than a restrictive monetary policy. Banks were still too edgy to lend out after the recession. Indeed,
the term printing money usually implies that newly created money is used to directly finance government
deficits or pay off government debt also known as monetizing the government debt. This removes money from
circulation previously added by the Fed's bond purchases. This was similar to QE2, with two exceptions. In
July , the ECB published a study [93] showing that its QE programme increased the net wealth of the least
well-off fifth of the population by 2.


