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THE ECB'S UNCONVENTIONAL MONETARY POLICY AND 
THE ROLE OF EXCHANGE RATE REGIMES IN CROSS-
COUNTRY SPILLOVERS 

Jakob Roager Jensen,  NØF årsmøde 13 Januar 2018 

This presentation is based on the paper 'The ECB's unconventional monetary policy and the role of exchange rate 
regimes in cross-country spill-overs' by Jakob Roager Jensen, Jakob Guldbæk Mikkelsen and Morten Spange, 

which is available as Danmarks Nationalbank working paper no. 119.                          

Disclaimer: The viewpoints and conclusions stated do not necessarily reflect the views of Danmarks Nationalbank. 
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The transmission 
mechanism of QE 



Danish government bond yields 
continued to closely track German yields 
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Source: Nordea Analytics. 

Note: 9-year par rates. 
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Direct effect of QE and rebalancing 
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Spill-over from ECB’s QE to Denmark 
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Event study 



Clear effect of PSPP announcement on 
Danish sovereign bond yields 
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Note: Yield on a Danish 10-year government bond, 22 January 2015. Breaks in the blue line indicate periods where no prices were quoted 

 

Source: MTS. 
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Decline in long-term Danish yields in line 
with core euro area countries 

10 

Note: Aggregate decline in sovereign bond yields in two-day windows following 17 pieces of ECB communication. 

Source: Thomson Reuters Datastream, ECB and own calculations. 
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Modest impact on exchange rates 
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Note: Cumulative changes in exchange rates around the first 17 event days, September 2014-March 2015 (percent) 

Source: Thomson Reuters Datastream and own calculations. 
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VAR study 



QE reflected in so-called shadow short 
rate, SSR 
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Source: Wu and Xia and ECB. 
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Estimate VAR model based on SSR 

• 2 blocks: Euro area and "other country" 

• Assumption: "Other country" does not affect euro 
area 

• First step: Identify EA monetary policy shock 

• Second step: Study effect of EA monetary policy 
shock on "other country" 

• Short sample (2010-17, monthly data): effect of 
SSR on financial variables dependent on SSR 
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Effects on euro area are as expected 
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Note: Figures depict one-standard deviation shocks. 
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Spillovers to Denmark 
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Note: Figures depict one-standard deviation shocks. 
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ECB QE reduced Danish term spread by 
at least 50 basis points 
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Spillovers depend on exchange rate 
regime 
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Note: Figures depict one-standard deviation shocks. 
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Additional slides 



The 17 events 
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