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The Ammunition Locker

• Negative rates are working and market 
concerns are overdone.

• Quantitative easing (QE) is effective with 
scant loss of potency.

• Commitments to raise inflation are not 
effective on their own, but may boost 
impact of other policies.

• Helicopter money is a powerful option.



Three Channels of QE

• Market calming in a panic.

• Bolsters CB guidance on future policy rate.

• Reduces risky or long-term assets in 
investor portfolios.
– Lowers risk and term premiums.



From Quantitative Easing: An Underappreciated Success, PIIE Policy Brief 16-4, April 2016.



From Reality Check for the Global Economy, PIIE Briefing 16-3, March 2016.
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