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The views expressed herein are solely the responsibility of the discussant 
and should not be interpreted  as reflecting the views of the Bank of Japan. 



Research Question and Motivation 1 
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 After the global financial crisis, major central banks have 

adopted a wide range of unconventional measures.  

 A key component of such unconventional measures is 

quantitative easing (QE), aiming at lowering long-term 

yields through an asset purchase programs (APP). 

 A critical question is whether such asset purchase programs 

generate a positive impact on macro-economic 

developments, and if so, through which channel. 



Research Question and Motivation 2 
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 This question is important because the effectiveness of QE 

or APP still remains unclear not only from a theoretical 

point of view but also from an empirical one.  

 As the former Federal Reserve chairperson, Ben Bernanke 

put it, “The problem with QE is that it works in practice, but 

it doesn’t work in theory.” 

 A lack of theoretical foundation makes empirical works 

challenging, that is, no clear guidance is given for the 

direction of empirical investigation. The authors have 

addressed those issues in this paper. 



What the Authors Do 1 
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 The authors examine the impact of the ECB’s Expanded Asset 

Purchase Program (APP), which was implemented against 

the backdrop of a very prolonged economic downturn. 

 Specifically, the authors examine Portfolio Rebalance (PR) 

channel: APP exerts pressure on the supply of credit to the 

riskier segments of the economy. 



What the Authors Do 2 
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 For the purpose, the authors exploit the granular 

information on the composition of security portfolios for all 

aggregate holding sectors in euro area countries. 
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What the Authors Find 
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 No statistically significant relationship can be found 

between PR patterns across sectors and the exposure to 

the APP shock for the euro area as a whole. 

 Statistically significant relationship can be found when 

focusing on more vulnerable countries only, in particular, 

in which credit risks are concerned. 

 Banks more exposed to the APP displayed both large 

reductions in the interest on new loans and, and higher 

growth of credit extended to non-financial corporations. 



Policy Takeaways (from Conclusions) 
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 The APP-related PR is statistically significant only for 

asset holders residing in more vulnerable countries, 

where credit conditions are still comparatively tight, in 

other words, risk-taking is still sub-optimal. 

 The APP-related increase in risk-taking in vulnerable 

economies has affected securities issued by corporates 

(as opposed to sovereigns) and has resulted in more 

credit risk-taking (as opposed to maturity or currency 

risk-taking). 



A Few Questions and Comments 
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Questions 

1. Estimation Period  

2. Time-varying Coefficient  

3. Identification Strategy 

4. Types of Risk-taking Behaviors 

Comments 

1. Heterogeneity of APP Intensity 

2. Loans and Investments 



? 

Initial impact of APP  
(ECB announced on Jan. 2015) 

Price change 

Question 1-1: Estimation Period 
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 The authors examine whether sectors experienced 

higher gains rebalanced toward riskier assets, compared 

to holding sectors with smaller gains. 

Secondary effect on asset allocations 
across different sectors. 



Question 1-2: Estimation Period 
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 How does the choice of estimation periods matter? 

 How robust are the estimation results in this regard? 
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Question 2-1: Time-varying Coefficient 
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Question 2-2 : Time-varying Coefficient 
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Question 2-3: Time-varying Coefficient 
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 How should we interpret the time-varying coefficients? 

 The explanatory variable 𝑚ℎ, which represents APP 

intensity, contains information on how security prices 

change before and after the announcement of APP. 

 Then, what do the time-varying coefficients capture in 

addition to change in the explanatory variable 𝑚ℎ? Is 

there any policy implications? 

 



Question 2-4: Time-varying Coefficient 
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 This question may take another form for Table 4 (Semi-

elasticity of the amount of security holdings to the yield-

to-maturity in vulnerable countries.) 
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Question 3: Identification Strategy 
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 The authors assume that incentives for rebalancing 

portfolio are identical across holding sectors. How 

plausible is this assumption? 

 Is it enough to control the factor of holding sectors by 

using dummy variable approach although it cannot deal 

with heterogeneous sensitivity to APP shock? 

 Estimation for only a certain type of holding sector such 

as a bank may be a good robustness check.  



Question 4-1: Types of Risk-taking Behaviors 
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Question 4-2: Types of Risk-taking Behaviors 
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 An increase in average maturity is observed before and 

after the announcement of APP. 

 Can we interpret this observation as a PR toward riskier 

investment in the sense that investors allocate their 

assets to much longer term securities?   



Question 4-3: Types of Risk-taking Behaviors 
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Question 4-4: Types of Risk-taking Behaviors 

19 

 Can we interpret all the above observations as follows?: 

• APP has a significant first-round effect in the sense of 

maturity extension. 

• But APP has no second-round effect on asset 

allocations through a change in average maturity.  

 Can we draw some policy implications from these 

observations? 



Comment 1-1: Heterogeneity of APP Intensity 
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 APP intensity is measured by portfolio valuation 𝑚ℎ. 

 Since portfolios consist of various types of assets, the 

shares of each security are disproportionate across 

countries, leading to heterogeneous levels and 

characteristics of 𝑚ℎ across regions. 
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Comment 1-2: Heterogeneity of APP Intensity 
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 Can you identify the contribution of each type of security 

on the PR effect by separating out 𝑚ℎ by securities?   

𝑚ℎ
1  𝑚ℎ

2 𝑚ℎ
3 𝑚ℎ

4 𝑚ℎ
5 𝑚ℎ

6 

APP intensity by security types 

 This framework can give us information on the effective 

markets in which central banks should buy assets.  



Comment 2: Loans and Investments 
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 The authors show that monetary policy shock is 

associated with higher growth of loans to non-financial 

corporations (but not with a comparatively stronger 

decline in interest rates). 
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 The effectiveness of APP on the real economy remains 

unclear in the sense that there is no direct evidence for 

an increase in business/residential investments. 

 This may be one of the future directions of the research.   
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Overall Assessment 
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 Impressive and challenging paper with critical policy 

implications for the unconventional monetary policy. 

 Robustness checks may be needed to ensure that the 

estimation results do not change substantially when 

relaxing the assumptions about identification issues or 

changing estimation periods. 

 Important future direction of the current research is 

about the effectiveness of PR on the real economy such 

as business and residential investments. 


