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How Do Economic ExpErts 
AssEss tHE EffEcts of 
LArgE-scALE govErnmEnt 
BonD purcHAsEs By cEntrAL 
BAnks in tHE sHort to 
mEDium tErm?

micHAEL kLEEmAnn AnD 

ELisABEtH wiELAnD1

In response to the financial and economic crisis of 

2007/08 and the following sluggish recovery, major 

central banks have lowered interest rates to the zero 

lower bound and have adopted unconventional mon-

etary policies to provide additional stimulus. Although 

highly debated, one of those unconventional measures 

was central banks massively buying government 

bonds in secondary markets. Examples of large-scale 

government bond purchasing programmes are given 

by the Federal Reserve, the Bank of England, the 

Bank of Japan, and the ECB. In April 2014, the Ifo 

World Economic Survey (WES) asked about 1,000 

economic experts globally to assess the short to medi-

um term effects of such programmes. As revealed by 

the survey results presented in this article, for the 

short-term assessments are rather positive and agree-

ment among experts is quite high. However, for the 

medium-term potential risks gain importance and 

higher disagreement in expert assessments within and 

across regions may reflect both considerable uncer-

tainty and regional differences in economic beliefs.

The IMF distinguishes between two different objec-

tives that central banks’ large-scale government bond 

purchases (LSGP) and related unconventional policy 

measures can contribute to (see IMF 2013). On the 

one hand, increasing demand for government bonds 

can be aimed at lowering long-term yields and there-

fore easing monetary policy conditions, despite the 

1 Ifo Institute.

zero lower bound. On the other hand, bond purchas-

ing programmes can be targeted to resolve financial 

market distortions and to ensure a proper monetary 

policy transmission mechanism (as in the case of the 

ECB’s OMT programme). Overall, the effects of 

bond-buying programmes on the real economy are 

rather uncertain, since these effects materialise over a 

longer horizon and are hard to disentangle from other 

influencing factors (see, for example, Williams 2014).

In April 2014, a special question in the WES asked the 

economic experts surveyed to evaluate given state-

ments on the possible effects of central banks’ LSGPs. 

Experts could indicate whether they (dis-)agree with a 

given opinion on a four-point scale (“strongly agree”, 

“rather agree”, “rather disagree”, “strongly disagree”). 

The statements referred to the broad effects of LSGPs 

in the areas of monetary and fiscal policy, overall eco-

nomic policy, and financial markets. More specifically, 

the list of statements reads as follows:

“In general, large-scale government bond purchases 

are likely to…

• …be an effective policy tool to combat deflationary 

spirals.

• …lead to high inflation in the medium-term due to 

excess central bank money.

• …reduce public and private sector funding costs.

• …reduce fiscal discipline in the medium-term.

• …allow more time to introduce structural reforms.

• …lead to a loss of central bank independence from 

fiscal policy.

• …trigger asset price bubbles in the medium-term.

• …prevent short-term irrational overshooting in the 

financial market.

• …trigger large capital flows into emerging markets, 

which may probably reverse quickly once the pro-

grammes terminate”.

Each potential short-term effect of LSGPs was con-

trasted with a potential medium-term effect as dis-

cussed by the general public, such as the trade-off  be-

tween fighting deflationary spirals in the short-term 

and the possibility of high inflation in the medium-

term due to excess central bank money.
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The results of the WES special question across regions 

are shown in Table 1. The answers are presented as 

balance statistics, which reflect the difference in the 

shares of respondents agreeing with a given statement 

and those who disagree.2 As far as the effect of LSGPs 

in the field of monetary policy is concerned, respond-

ents worldwide agree that such programmes help to 

combat deflationary spirals, with the largest approval 

for this statement in the Near East and Latin America. 

By contrast, there is a high level of dissent among ex-

perts concerning the statement that LSGPs might lead 

to high inflation in the medium term. While CIS coun-

tries and the Near East in particular do not expect ex-

cess central bank money to be sterilised on time to 

prevent high inflation, respondents in North America 

in particular strongly disagree with the statement.

In the field of fiscal policy, economic experts in all re-

gions agree on the effectiveness of LSGPs in reducing 

public and private sector funding costs. At the same 

2  Since the categories at the higher and lower end of the response 
scale were less selected, the two statements on agreement or disagree-
ment (“strongly”/“rather”) were summarised without weighting in 
one category each.

time, the majority of experts (notably in Asia and 
Oceania) believe that government bond purchases re-
duce fiscal discipline in the medium term. Only ex-
perts in Africa do not agree on balance with this 
statement.

As far as overall economic policy is concerned, experts 
worldwide agree that LSGPs allow more time for 
structural reforms. However, there is a high level of 
disagreement about whether such programmes lead to 
a loss of central bank independence from fiscal policy, 
as indicated by the standard deviation of regional bal-
ance statistics (reported in the final row of Table 1). 
Whereas experts in Asia and Europe in particular 
agree with this statement, experts in Oceania and 
North America strongly object.

Given the effect of LSGPs on financial markets, ex-
perts worldwide generally agree that such programmes 
might lead to asset price bubbles in the medium term. 
This statement received the highest consensus among 
respondents, as indicated by the average approval rate 
across regions. By contrast, there is a high level of dis-
sent concerning the effectiveness of LSGPs in prevent-

Table 1 
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  Monetary Policy Fiscal Policy Economic Policy Financial Markets 

Western Europe 28 –   7 43 28 41 28 63 – 11 29 
Eastern Europe 31 13 40 49 34 29 34 – 18 31 
CIS 33 48 21 34 12 23 42 15 18 
North America 48 – 25 42 29 45 – 42 56 – 10 7 

Asia 44 33 34 61 24 40 68 5 40 
Latin America 51 21 37 30 53 20 27 19 51 
Near East 70 45 46 40 83 – 24 54 34 –   7 
Oceania 33 15 37 59 68 – 64 56 – 92 81 
Africa 42 – 10 37 – 13 37 7 16 33 38 

Consensus 42 15 37 35 44 2 46 –   3 32 

Disagreement 13 25 7 22 22 37 17 38 25 
* The table reports balancing statistics that represent the difference in the shares of respondents (strongly) agreeing 
with the respective statement and those who (strongly) disagree. Results at the regional level are obtained by 
weighting the experts’ opinion according to the country-specific exports and imports as a share of total world trade. 
Negative entries are marked red, whereas the highest value for each statement is marked green. Consensus is 
measured by the mean of regional balances. Disagreement is the standard deviation of regional balance statistics. 

Source: Ifo World Economic Survey (WES) II/2014. 
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ing short-term irrational overshooting in the financial 

market, with the majority of experts in Oceania, 

Europe and North America disagreeing. Moreover, 

this statement was the only one that received a nega-

tive consensus value. Finally, experts were asked to as-

sess a statement referring to potential spillovers of do-

mestic LSGPs to emerging markets. Most experts 

agree that such measures might lead to large capital 

flows into emerging economies, which may probably 

reverse quickly once the programmes terminate. 

Interestingly, the lowest approval rate for this state-

ment is found in the Near East and North America, 

probably because these economies were barely affect-

ed by changes in capital flows in recent years.

Two main messages can be derived from Table 1. 

Firstly, economic experts worldwide seem to broadly 

agree on the short-term effects of LSGPs. The major-

ity of experts hold the opinion that massive govern-

ment bond purchases help to fight deflationary spirals, 

reduce public and private funding costs and allow 

more time to introduce structural reforms. One excep-

tion is the effectiveness of LSGPs in preventing short-

term overshooting in financial markets, as advanced 

eco nomies tend to disagree with this opinion. Second-

ly, medium-term effects are generally more uncertain 

than short-term effects, as reflected by a higher level 

of disagreement among respondents on a given state-

ment. The greatest degree of uncertainty pertains to 

the credibility of monetary policy, emphasising the 

importance for central banks of clearly communicat-

ing their unconventional monetary policy strategies. 

Survey results also indicate challenges for future exit 

strategies from unconventional measures such as 

LSGPs, given that experts across regions disagree on 

their effect on emerging markets capital flows and, giv-

en the high degree of consensus that such programmes 

trigger asset price bubbles in the medium term.

Table 2 shows the balance statistics for selected coun-

tries. Experts’ opinions in economies whose central 

banks introduced LSGPs mainly to ease monetary 

policy conditions at the zero lower bound (United 

States, Japan and Britain) are rather heterogeneous, 
Table 2 
 
 

Balancing statistics* on the effects of large-scale government bond purchases by central banks  
in selected countries and regions 
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(No. of responses) Monetary Policy Fiscal Policy Economic Policy Financial Markets 

USA (23) 39 – 22 39 30 39 – 39 57 –   4 – 4 
Japan (30) 60 33 40 67 7 67 53 0 45 
UK (9) 40 – 40 40 0 56 11 78 – 78 56 
Euro area (core)a) (171) 20 3 31 35 35 38 63 –   7 28 

GIIPSb) (84) 54 – 26 58 14 52 5 53 15 36 
Brazil (29) 47 33 29 27 57 0 31 41 57 
Russia (33) 31 45 9 33 0 15 44 3 9 

India (13) 54 69 9 38 85 –  8 69 8 54 
China (11) 50 40 33 64 17 45 82 –   9 33 
South Africa (25) 28 12 28 60 12 20 68 – 25 76 
Turkey (17) 63 29 65 41 29 – 13 53 29 76 
* The table reports balancing statistics that represent the difference in the shares of respondents (strongly) agreeing 
with the respective statement and those who (strongly) disagree. Results at the regional level are obtained by 
weighting the experts’ opinion according to the country-specific exports and imports as a share of total world trade. 
Negative entries are marked red, whereas the highest value for each country or region is marked green.  
a) Euro area without GIIPS (Greece, Ireland, Italy, Portugal, Spain). 
b) Greece, Ireland, Italy, Portugal, Spain. 

Source: Ifo World Economic Survey (WES) II/2014. 
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but with a high consensus on the risk of asset price 
bubbles in the medium term. Respondents in the 
United States object the most to the given statements, 
notably concerning high inflation and a loss of central 
bank independence as a result of LSGPs. In ‘euro area 
core’ countries, the majority of experts also agree that 
LSGPs lead to asset price bubbles in the medium 
term. Interestingly, experts in core countries generally 
do not agree that LSGPs prevent short-term irrational 
overshooting in the financial market, although finan-
cial market tension was a major reason for the ECB to 
introduce large-scale government bond purchases.3 
However, results strongly differ for the periphery of 
the euro area (Greece, Ireland, Italy, Portugal and 
Spain). Here, experts agree on balance that LSGPs 
help to overcome financial market overreactions, ac-
companied with a strong approval rating for the eas-
ing of public and private sector funding costs. Finally, 
within the BRICS countries LSGPs are widely consid-
ered to trigger large and reversible capital flows to 
emerging markets, notably in Brazil, India and South 
Africa, as well as in Turkey. This mirrors the financial 
turbulences faced by these countries since the Federal 
Reserve announced the possible reduction of its bond-
buying programme in May 2013 and the actual reduc-
tion (‘tapering’) in January 2014.4 Country-specific 
heterogeneity on this issue might also reflect a chal-
lenge concerning recent calls to coordinate monetary 
policies, like that made by the leaders of emerging 
economies on the occasion of this year’s meeting of 
the G20 in Sydney.5
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