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Research question: 
Does FED Treasury purchases have impact on TB yields 

 

Why? 

- Liquidity/safety premium channel 

- Expected inflation channel 

- Real rate of interest channel 

- Portfolio allocation channel (flow to equities) 

 

Overall 

Very important topic for monetary poicy makers!!! 
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Article in a nutshell 



Method: ARDL models 

 

 

Findings: 

Normal times:  FED purchases are increasing TB yields  

ZLB times:          FED purchases are increasing TB yields  
  (also term premium, expected inflation, real yields) 

 

Explanation: The dominant role of liquidity channel 

FED swaps TB for more liquid assets, hence liquidity/safety premium of TB 
declines, leading to higher yields (Krishnamurthy and Vissing-Jorgensen 2011). 

3 

Article in a nutshell 
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Q1: Why FTT and FTm are in logs 

In particular: 
 
Log specification assumes that   
increasing TB assets from 10% of GDP  
to 11% of GDP has the same effect on  
yields as increasing TB assets  
from 100% of GDP to 110% of GDP... 

 



 Under the current specification the effect of FTM and FTT on yields is 
assumed to be instantaneous 

 

 

 Over the ZLB period TB yields have decreased and the value of FTT/FTM 
has increased (negative correlation, at odds with the main result) 

 

 What about adding lagged values of y, FTM and FTT and calculating long-
term multiplier? 

 

 I would be happy to see scatter-plot of y on FTT to check if the results are 
not driven by outliers. 
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Q2: Specification of the model? 



 

 

1. What is level and slope in regression 3?  

 

 

2. I would rather report Hausman test in Table 10 than write that the results 
are available upon request 

 

 

3. What is the reason to report std. errors twice in the Tables 3-8? 
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Minor issues 



 

1. An advanced and well executed econometric analysis  

 

2. It helps in understanding on how nonconventional monetary policy 
operates in ZLB periods 

 

3. I very like that the results are against our intuition: it forces us to think 

 

4. What about a theoretical model that would make the argument even 
more convincing? 
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Summary 


