The limits of monetary policy
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An investmeant-grade (1G) rating by & rating aganoy such as
Standard & Poor's indicates that a bond has a relatively bow risk of
default.

Lender of last resort refers to a central bank, which offers Ioans to
banks or other efigible institutions that are experiencing financial
cifficubty or are considered Mghly risky or near collapsa,

Liquidity trap describes a situation where conventional monetary
policy has lost s poetency.

Lost decade rafers to Japan's dismal economic performance in the
1980 after the buret of the country’s resl-estate and equity assat
price bubbles.

Maonetary policy focuses on controlling the supply of money
with the uitimate gosl of price stabifity, reducing unemploymaeant,
boosting growth ate. idepsnding on the cantral bank's mandata),

A mortgage is a debt instrument, secured by the collateral of
aspecified real-astate property, thet the borrower is obliged to pay
back with a pradetermined set of payments.

A negative interest-rate policy (NIRP) iz an unconventional
manatary policy ool wheraby nominal targat interest rates are st
below zers.

Potential growth of gross domestic product (GDP) is defined as the
rate of output growth that an economy can nroduce at a constant
inflation rate. Although an economy can temporarily produce more
than its potential level of cutput, that comes st the cost of rising
inflation,

Quantitative and qualitative easing (Q0E) sims at increasing the
mohetary base by both buying a wide range of assets az well as
axtending the maturities held by the central bank.

Quantitative easing (QE) = an unconventionat monetany pohicy in
which a central hank purchases securities in order to lower interest
rates and increase the money supphy 10 promote increased lending
and liguidity,

The real interest rate is the nominal interest rate sdivsted for
irflation as measurad by the GDP deflator,

The risk pramium is the expected return on an investrment minus
the return that would be earnied on a risk-fres investmant,

The S&P 500 Index includes 500 leading U 5. companies
capturing approximately B0 coverage of available U5, market
capitalization.

The spread s the difference batweaan the quoted rates of retum an
two different investments, usually of differant credit guality.

The ECH's targeted longerterm refinancing operations (TLTROs),
announced in June 2014, are designed to enhance the functioning
of the monetan-policy transmission meachanism by supporting
bank lending to the reaf aconomy.

The Term Asset-Backed Securities Loan Facility (TALF) was a
funding fzcility provided by the Fed from 2009 onwards and
intended to boost lending to households and small businesses by
supporting the msuance of asset-backed securities (ABS).

Treasuries are fixed-imtarest U5, government debt securitias with
differant maturities: Treasury bille {1 year maxamuem), Treasury
rates (2 10 10 yaars), Treasury bonds (20 1o 30 years), and Treasury
[rflation Protected Securities (TIPS) (8, 10 and 30 vears).

The United States dollar (USD) is the official currency of the United
States and fs overseas territonas,

Volatility is the degree of variation of a trading-price series over
Hrmea,

The wealth effect is the change in spending that aceompanies a
changs in peroeived wealth {also known as the weatth channsi}

Yield is the income return on an investrient referring 1o the interest
of dividends received from a security and i3 usuaily sxpressed
annually as a parcentege based on the investment's cost, its
cuarrent mariet value or its face value,

Yuan refers to the Chinese yuan {CNY)
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