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Quantitative easing (QE)

—
@ What is quantitative easing? (2) What octually happened?
o Quarkitative easing, e QE, is o way |BA0BR! « The guarnonant said it isund &
A GOVERNMENT s bends o raise maney

. Dunng major QF periods after
;’nm:.n] erisis and during
Cnmd the Bank of England bought
back bonds of nearky the same vakie.

It often bought them very soon after
the governments had issusd Ehem.

of craating rew m

* The i inwolves nment
Bond, chic ave loan 5 the
gevernment, repaid with intarest.

» Governments say they sell bonds
1o roise funds.

» During financial erises, the Bank of
En did GE to buy back nment
N g

-u@mdmmmw
ereated money

o That money appeared in commercial

banks’ acoounts ot the Bank of England. -

® The two transactions appeared &
concel each cther out.
o Bond sales were effectively reploced A by

bﬂ Bank of Fn\shﬁd monay erention.
L
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@ QE massively increased bank reserves @ QE financed government spending
® sk reserves are the mone BANK RESERVES

¥ o) AN RE o G showed that goverrment N

Bk of Englard spending did not depand on tax II
® Elanks use these reserves to make mfg"“l or borrowing, sogus
paynks bo sach cthar billor ® The government could create
o Elafore the 2008 flnancial erisis, the meney i needed to
oo brks e s 1 ™
£20 billion. in these acceunts. ® Meu central bark money replaced 7 l- N

had s About the furding that bond sales were
* By 2021 cussres had risen to P g
* GE massively increased. the money .h.rmmmmwﬁiﬂ
kel the banking system. Bafore 2021 creabed maney o support spending ﬁE
® Mew government money has 2008 wher, the econcmy desperately
underpineed the barking system. fter 2008. || resded s

-
(5) Mearwhile, QE rescusd the barking system | [(€) But QE helped inflate asset: prices

 Barks constan bcrrwf-w'\ » Banks received this news money e g L

and bend to witheud odequate conbrols om ifs use
"‘\”*"“*Jm“”'v"‘ﬂs ® They returned bo reckiess landing
stopped. trusting sach other
Wmuu&m e o3 ﬁ . .
r * Mowy flmmd inin: bouing,
sk and commodities ke ol snd wheot

® More money chasi r»mnm

Th M-Aqﬂammutrql
of falling

pushed up prices h“'
* G fleoded the barking systam with G FLOCDED THE martgage lending m.,,,.d pricas.
rews maney o keep the banks Functioning m\"m * This contributed & groning
Inaquality,

L-ThlprmMnfmmnlng_unchqu&. T J

[(@ QE also created later problems o (8) Was QF a success?

* Tha Bank of Englard kept the bods * Only in part. A useful response
it tham concel ham, I mu.m . GE supported gewernmaent spending bt 'I'H
® It also paid commercial banks inberest — ond rescued banks when both were L
n the reserves they held at the Bank stiantial
of England, even thmgh the government ON RESERVES ® Bul the bond tromsactions were
had created this more, ¥ unnecessarily. complex.
e it hren ekt E i o e v
?‘KE,, it et o nik] | s gl e
VERY EXPENSIVE " ]

& When rates increased. after 2021, WHEN RATES et ey
memummyup«m INCREASED (TR T Ty )
Summary OF proved that the gorernment could use newly created. cendral bank money when, the economy needed i
SUMMATY  potending that government spanding had to be financed through bond markets made QF wnnecessarily

complicated and expensive.
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How to expand this image

If you press CTRL or Command and the Plus (+) key on your keyboard, your browser
should increase the size of your page every time you do this. Press CTRL or Command
and the 0 (zero) key together to restore the screen to normal.
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How to download this image.

If you right-click the image, you should be given the option to download it to your
computer. So long as you do so without the intent to make a profit, you may do so
without further permission. Commercial use requires consent. But if you just want to
share it, do so with whoever and wherever you want. That is the purpose of these

infographics.
The image library .
We have a library of these images. It is.available here, All downloads are free, but

donations help our work.

Al use

| wrote this infographic. | used Al to create the final image.

%'@esgﬁ'a’the glossary entries on quantitative easing and quantitative tightening.
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