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Quantitative Easing – Explaining It and Dispelling the Myths 

Session 2: Comparing and contrasting the QE of the major central banks 

 

Paul Sheard, Senior Fellow, Mossavar-Rahmani Center for Business and 

Government, Harvard Kennedy School (paul_sheard@hks.harvard.edu) 

 

Recap of QE: the central bank buys assets paid for by creating reserves 

(deposits of banks with the central bank): 

- by doing QE, the central bank alters the composition of the private 

sector’s aggregate asset portfolio 

- QE works via the “portfolio rebalance effect”: asset price equilibrium is 

disturbed and the process of it being restored eases financial conditions 

- QE puts upward pressure on bond prices (downward pressure on interest 

rates), pushing down the term premium (“extracting duration”) 

- When the central bank buys government debt securities (the usual case), 

QE is a debt refinancing operation of the consolidated government  

 

Since the global financial crisis of 2008-09, the four major developed world 

central banks – the Federal Reserve (Fed), the European Central Bank (ECB), 

the Bank of England (BoE), and the Bank of Japan (BOJ) – have all 

implemented various forms of QE. Below, we compare them on six dimensions. 

 

1) Timing of QE 

 

Pre-Global 

Financial Crisis 

QE announced: 

 

BOJ Mar 2001 
 

   
Post-Crisis QE announced: Months since Sept 2008 

Fed Dec 2008 3 

BoE Mar 2008 6 

BOJ 
  

CME* Oct 2010 25 

QQE Apr 2013 55 

ECB Sept 2014 72 

   
*Comprehensive Monetary Easing (10/2010-4/2013) 
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- The BOJ pioneered QE, in response to Japan’s own bubble aftermath 

- The Fed and the BoE were quick to launch QE after the crisis, the BOJ 

and particularly the ECB, for different reasons, dragged their heels 

 

2) Size of QE 

 

 

Balance sheet 

as percent of 

nominal GDP, 

Q2 2008 

Percent increase in 

size of balance 

sheet since end-Aug 

2008* to now (or 

maximum point) 

Balance sheet 

as percent of 

nominal GDP 

(latest) 

Banknotes as 

percent of 

nominal 

GDP (latest) 

Balance sheet 

net of 

banknotes as 

percent of 

nominal GDP 

(latest) 

  
    

BoE 5.8 478 26.6  3.7 22.9  

BOJ 19.3 
    

2001-06* 
 

41  
   

2010-13 
 

50  
   

QQE 

 

398 99.0  18.9 80.1  

ECB 14.7 220 40.2  10.4 29.8  

Fed 6.0  396 20.5  8.1 12.4  

      
* from March 2001 for pre-crisis BOJ QE episode. 

  
 

- The BOJ first (pioneering) round of QE was very modest 

- In terms of various metrics of size, the BOJ’s QE, under the Kuroda 

regime, has been the most aggressive; but it needs to be: the BOJ is the 

only central bank that has been using QE to end a chronic deflation 

 

3) Kinds of assets purchased 

 

BoE Government bonds; corporate bonds 

BOJ Short-term government bonds; long-term government bonds; corporate bonds; 

commercial paper; real estate investment trusts; equity ETFs (exchange traded funds) 

ECB Central government bonds; bonds of recognised agencies, regional and local 

governments, international organizations and multilateral development banks located in 

the euro area; corporate bonds; asset-backed securities; covered bonds 

Fed Treasury securities; agency mortgage-backed securities; agency debt securities 
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- In theory, QE works best when central bank buys risky/less liquid assets 

- In practice, central bank laws/norms limit the kind of assets they can buy 

- The Fed can buy only government or government-guaranteed debt 

- The ECB is constrained by the legal structure of the EU, being a central 

bank that is not the monetary arm of a consolidated government  

 

4) How QE has been carried out 

 

BoE 
 

3/2009-8/2016 Successive rounds of purchases of government bonds (₤435bn ) and corporate bonds (₤10bn) 

BOJ 
 

3/2001-3/2006 Progressive increases in the amount of current account balances (reserves) 

10/2010-4/2013 Comprehenseive Monetary Easing: Progressive increases in the size of an Asset Purchase 

Program 

4/2013-1/2016 Quantitative and Qualitative Easing (QQE): Open-ended annual increases in the monetary base 

(initially 60-70 trillion yen; later 80 trillion yen) 

1/2016-9/2016 QQE with a Negative Interest Rate: minus 0.1% interest rate applied to (a small portion of)  

current accounts and annual expansion of the monetary base of about 80 trillion yen 

9/2016- QQE with Yield Curve Control: minus 0.1% interest rate on (a small portion of) current 

accounts; 10 year Japanese Government Bond (JGB) yield targeted at about 0%; annual pace of 

increase in JGB holdings expected to be about 80 trillion yen (latest actual: 42.8 tr yen); 

commitment to continue to expand monetary base until CPI inflation rate stably above 2% 

ECB 
 

3/2015-12/2018 Conditionally open-ended monthly purchases of public and private sector securities at a set rate 

(€60bn euro from 3/2015-3/2016, €80bn from 4/2016-3/2017, €60bn from 4/2017-12/2017, 

€30bn from 1/2018-9/2018, €15bn from 10/2018-12/2018, zero thereafter) 

Fed 
 

9/2008-6/2010 Credit Easing: a variety of crisis-fighting, lender-of-last-resort programs 

12/2008-6/2010 QE1: large-scale purchases of agency MBS ($1.25tr) and agency debt ($200bn) and longer-term 

Treasury securities ($300bn) 

11/2010-2013 QE2: a further $600bn of longer-term Treasury securities to be purchased by Q2 2011 

9/2011-12/2012 "Twist operation": $400bn of Treasuries with remaining maturities of 3 years or less to be sold 

and $400bn of Treasury securities with remaining maturities of 6-30 years to be bought  
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9/2012-10/2014 QE3: $40bn of MBS (from 9/2012) and $45bn of longer-term Treasury securities (from 1/2013) 

to be purchased; first tapering of these purchases by $5bn each per month announced in 

10/2013, with tapering completed by 10/2014; commitment introduced (in 12/2012) to keep 

federal funds rate at 0-0.25% as long as the unemployment rate remained above 6.5% and 

inflation projected 1-2 years ahead was no more than half a percentage point above the 2% 

target (commitment removed in 3/2014) 

 

- The BOJ has been the most innovative, but also the most self-defeating 

- The Fed transitioned skillfully from crisis credit easing to long-haul QE 

 

5) Conception and communication of QE 

 

 

Name given to program Presumed monetary transmission 

channel 

Which side of the 

balance sheet 

focused on more 

    
BoE Quantitative Easing Increase in money supply Liability side 

BOJ  
  

3/2001-3/2006 New Procedures for Money Market 

Operations and Monetary Easing 

Same as zero interest rate policy, 

while preserving market mechanism 

Liability side 

10/2010-3/2013 Asset Purchase Program Portfolio rebalance effect Asset side 

4/2013- Quantitative and Qualitative Easing Increase in money supply/portfolio 

rebalance effect; lowering term and 

risk premiums; lowering real rates by 

raising public's inflation expectations 

Both sides 

ECB Expanded Asset Purchase 

Programme 

Put downward pressure on the term 

structure of interest rates 

Asset side 

Fed Large-Scale Asset Purchases Portfolio rebalance effect; put 

downward pressure on yields/reduce 

term premium 

Asset side 

 

- Central banks have not been consistent in how they have communicated 

their view of what they think QE is and how they think it works 

- Central banks avoid explanations underscoring QE’s quasi-fiscal nature  

- QE can be described as the central bank buying assets by creating 

reserves or as the central bank creating reserves by buying assets 
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6) Efficacy of QE 

 

 
Euro area Japan UK US 

     
Level of real GDP compared to Q2 2008 

(% change) 

7.2 6.5 11.6 19.0  

Unemployment rate compared to Q2 2008 

(percentage point change) 

0.8 -1.5 -1.3 -1.5 

Core inflation rate in Q2 2008 (% y-o-y) 1.8 0.2 2.2 2.2 

Core inflation rate at post-crisis low point 

(% y-o-y)* 

0.6 -1.5 1.1 0.9 

Core inflation rate, latest (% y-o-y) 1.0  0.2 1.8 2.0  

     
* Euro area: Feb-Apr 2015; Japan: Q3 2010; UK: Q2 2015; US: Q4 2010 

 
 

- There is a rough mapping from “aggressive” QE to superior economic 

outcomes  

- The US and UK have outperformed the euro area and Japan; the euro 

area stands out for its poor performance in terms of unemployment and 

Japan for its inability to achieve “operational price stability”, ie, about 2% 

consumer price inflation 

- QE/monetary policy is not the only factor influencing economic 

performance, but it is an important one (important enough for society to 

assign the primary responsibility to central banks for targeting appropriate 

levels of employment and inflation) 
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Some takeaways: 

 

- Central banks have evolved QE and other “unconventional” (new) 

monetary policy practices by “trial and error”, and by sequential peer 

learning 

- QE fits into a broader monetary policy framework, including interest rate 

policy and forward guidance about both the future path of interest rates 

and QE itself; rather than being “calendar based”, such forward guidance 

should be tied to the realization of policy objectives 

- Rather than QE taking over from interest rate policy at the zero bound, it 

can be combined with negative interest rate policy (or even positive rates) 

- For QE to be effective, it should be implemented early; aggressively (on a 

large scale); confidently (so as to influence the public’s inflation 

expectations); and in tandem with other government (fiscal, financial 

system, and structural) policies 

- Monetary policy should be fully mobilized, but it should not be “the only 

game in town” 

 

 

Sources: Central bank websites; Federal Reserve Bank of St. Louis FRED 

economic data base 
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