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Lesson #3: “Monetary policy when interest rates are close to zero”
In the wake of the 2007-2009 financial crisis, central banks in advanced economies have brought their interest rates close to zero. Japan had already experienced a zero interest-rate policy (ZIRP) in the late 1990s and early 2000s.  The ZIRP raises operational questions concerning monetary policy-making: being unable to cut interest rates further, the central banks needs to move to « unconventional » monetary policies such as credit or quantitative easing.

In this presentation, it is suggested that you try to answer some or all of the following questions:
· In what circumstances is it advisable to bring the central bank’s refinancing rate to zero? What are the risks of such policy?
· How can further monetary easing be implemented when the refinancing rate is zero? Try to make a precise typology. What are the risks of such « unconventional » policies? 
· What are the theoretical challenges of the ZIRP?
· How can a central bank exit from unconventional policies? What are the risks?
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Romer, Ch. (1992), “What Ended the Great Depression?” Journal of Economic History, 52(4), pp. 757-84.
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