
Would you expect the Fed to finish quantitative easing in June, as scheduled? 

I would be surprised, if the Fed wouldn’t finish with the QE, although I have to admit, 

that I have been continuously surprised. But there is a lot or reasons for ending QE. First of 

all, even Ben Bernanke and his colleagues would admit, that QE is really an untested territory. 

They can’t really tell, what the implications will be, and this should make them more 

cautious, rather then less. Moreover, the Fed may feel there is a disinflationary gap in US so 

that they don’t have to worry about inflation. But they also recognize, that inflationary 

pressures are building up globally and they have to be careful not to stay behind the curve. 

Especially that ECB has already started tightening.  

Another argument is, that the US economy is growing pretty rapidly. There are many 

people on the FOMC, who are more hawkish than Bernanke. And he will not want to get to 

the point, when he would alienate large number of people.  

 Are these global inflationary pressures that you mentioned stemming from the 

Fed’s policy, as some Fed critics say?  

There is an element of truth in it, but you have to be careful not to push it too far. 

Extremely easy monetary conditions in US and expectations, that they will continue for a 

while, helped to push down the US dollar. Since commodities are prices in dollars, this has 

the tendency to push them up in the first instance. But this is not the only reason why 

commodity prices and inflation are rising. When you look at rates of growth of China, India 

and some other emerging economies, it’s not hard to perceive commodity inflation as related 

to the fact, that demand is greater than supply. 

Do you think that weakening the dollar was among the goals of QE? 

 The Fed did what it did for internal reasons. But one by product of this easy monetary 

policy – even if not unanticipated – was the weaker dollar. 

What about the official goals of QEII? Do you feel they were fulfilled? 

 When you think about QEI or a big expansion of ECB’s balance sheet, these exercises 

were introduced to reliquify financial markets, that ceased to function. QEII was very 

different. In a speech in January Chairman Bernanke explicitly said, that he wants to raise 

asset prices and wealth, to have people spend more. And the prices of financial assets have 

gone up. But whether this was responsible for a continuous growth of US economy is not 

clear. 

Can the economy and financial markets stand on it’s own, once the QE ends? 

Well, even if the Fed doesn’t do any more QE, they will still have to decide to do with 

the interests and proceeds from maturing assets. I think that what they intend to do is to use 

these proceeds to buy more stuff. This would be “QE light”. 

But I would say that it’s certainly possible, that ending QEII will cause the asset prices 

to fall down. If you think, that all that has happened in recent months is that the risk premium 

went down because of QE, than if QE goes away risk premia will rise and asset prices go 

down. On the other hand, if the risk premia went down because the financial system has been 

stabilized and the rate of growth of the US economy has been permanently affected, than the 

premia can remain low. And skeptics can argue, that the QE didn’t do anything, so if we take 

it away, also nothing would happen. 


