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Exhibit 1. Drastic Liquidity Injections Resulted in minimal  

Increases in Money Supply and Credit (I): US 
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Note: Commercial bank loans and leases, adjustments for discontinuities made by Nomura Research Institute.
Sources: Federal Reserve Board; US Department of  Commerce
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Exhibit 2. Drastic Liquidity Injections Resulted in minimal  

Increases in Money Supply and Credit (II): Eurozone 
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Exhibit 3. Drastic Liquidity Injections Resulted in minimal 

Increases in Money Supply and Credit (III): UK 

3 

50 

100 

150 

200 

250 

300 

350 

400 

450 

500 

Reserve Balances  + Notes & Coin

Money Supply (M4)

Bank Lending (M4)

(Aug. 2008 =100, seasonally adjusted)

1

0

1

2

3

4

5

6

07/1 07/7 08/1 08/7 09/1 09/7 10/1 10/7 11/1 11/7 12/1 12/7 13/1 13/7 14/1 14/7 15/1

CPI (ex. Indirect Taxes)
(%, yoy)

Notes: 1. Reserve balances data are seasonally unadjusted. 
2. Money supply and bank lending data exclude intermmediate f inancial institutions.

Sources: Bank of  England; Of f ice for National Statistics, UK
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Exhibit 4. Drastic Liquidity Injections Resulted in minimal  

Increases in Money Supply and Credit (IV): Japan 
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Exhibit 5. China Is Not (yet?) in Balance Sheet Recession: 

No Monetary Decoupling Is Observed 
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Exhibit 6. The Cause of Breakdown in Monetary 

Transmission: Bursting of Debt-Financed Bubbles 
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Exhibit 7. Europe also Experienced House Price Bubbles, 

except Germany 
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Exhibit 8. Private Sectors1,2 Are Not Borrowing Money  

after the Bubble in the Developed World (I) 
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Exhibit 9. Private Sectors1,2 Are Not Borrowing Money 

after the Bubble in the Developed World (II) 
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Exhibit 10. QE Has large Beggar-thy-Neighbor 

or Zero-Sum Component 

50

60

70

80

90

100

110

08/06 09/01 09/08 10/03 10/10 11/05 11/12

Aug. 20081

(Aug. 2008 = 100, weekly)

yen per US$

stronger yen

yen per UK£

historical lows against the yen

50

60

70

80

90

100

110

12/09 13/02 13/07 13/12 14/05 14/10

Nov. 20122

(Nov. 2012 = 100, weekly)

US$ per yen

weaker yen

UK£ per yen

Notes: 1. One month before the Lehman Shock
2. One month before the start of  Abenomics

Source: Nomura Research Institute, based on the data f rom Nikkei

2008 Anglo-Saxon QE Brought 
down US$ and UK£ against yen

2013 Japanese QE Brought down yen 
against US$ and UK£ 



Exhibit 11. QE Exit Is far more Difficult than QE Entrance: QE Central 

Banks Must Reduce Reserves massively to Avoid Credit Explosion 
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Exhibit 12. Yellen Must both Raise Rates and Shrink 

Monetary Base to Normalize Monetary Policy 
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Exhibit 13. QE Countries May Face a QE ‘Trap’ (1): Long-term 

Rates Could Increase sharply when the Central Bank Unwinds QE 
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Exhibit 14. QE Countries May Face a QE ‘Trap’ (2): Higher Long-

term Rates Could Weigh on Economic Recovery for Years 
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Exhibit 15. No Easy Way to Unwind QE  
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Credit 
Extended to 
the Private 
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$29.63 bil.

Deposits
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$5.45 bil.

Other Assets
$8.02 bil.

Reserves
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Capital
$6.35 bil.

Other 
Liabilities
$6.93 bil.

June 1929
Assets    Liabilities

Total Assets $45.46 bil. Total Assets $33.04 bil. (-12.42) Total Assets $46.53 bil. (+13.49)
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(-0.09)
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(+2.35)

Capital
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Capital

$5.24 bil.
(+0.40)

(= Money Supply)

Source: From Richard C. Koo, The Holy Grail of Macroeconomics: Lessons from Japans Great Recession (John Wiley, 2008), p.112, based on data from The Board of 
Governors of the Federal Reserve System (1976)   Banking and Monetary Statistics 1914-1941 pp.72-78
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Exhibit 16. Reflationists Overlooked the Fact that Post-1933 US Money 

Supply Growth Was Made Possible by Government’s NEW DEAL Borrowings 

Balance Sheets of All Member Banks 


