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monitoring the lending and spending across the economy
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How will we know if the asset purchases
are working? The MPC can monitor what
sellers of assets are doing with the money
they receive and what effect that is having
on spending and inflation.

A critical issue will be the impact on the terms and
conditions offered on loans – is it cheaper and easier for
companies and households to borrow than it would
otherwise have been? Are corporate debt markets
functioning better, making it easier for companies to
borrow direct from the market? The MPC can monitor 
a range of asset prices and can also draw upon
information gathered by its network of regional Agents
and from financial market participants to assess whether
credit is indeed becoming cheaper and more widely
available.

But borrowing costs are not the only measure of success.
The MPC will continue to monitor flows of money and
credit across the economy including bank lending.
Ultimately, what matters is the degree to which the cash
injection boosts the growth of money and spending by
households and businesses and so helps to ensure that
inflation is close to target. 

Monitoring 
what to watch
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Quantitative easing explained

Q. How will you know 
if quantitative easing is
working?

A. Transparency is key 
to the success of
monetary policy.

• Every month the 
MPC announces its
decision and publishes
details of its discussions.

• Every three months 
it publishes an Inflation
Report that provides a
more detailed assessment.

• The Bank regularly
publishes statistics on
money supply growth 
and bank lending. The
amount of assets bought
under the programme is
also disclosed.



The Bank of England is committed to low and stable
inflation. Together, large cuts in Bank Rate and
quantitative easing provide the economy with a
substantial boost, and reduce the risks of inflation 
falling below the 2% target.

But the Bank will not let inflation get out of control.

Just as the Bank takes the steps necessary to contain the risks of
below-target inflation, it also acts if it thinks inflation looks set to rise
above 2%. In that case, the MPC could put downward pressure on spending
and inflation by raising Bank Rate and removing the extra money by selling
the assets it previously purchased.

Economic conditions can and do shift rapidly. The job of the MPC is to
navigate through these changes and to take the steps necessary to keep
inflation as close to the 2% target as practical. By delivering low and stable
inflation, the Bank of England will play its part in fostering the climate of
stability that is essential to the UK economy.

When to stop 
and how 

Quantitative easing explained

2%Upward 
pressure 
on inflation 
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Raising Bank Rate and withdrawing
 quantitative easing puts downward
 pressure on spending and inflation

Cutting Bank Rate and quantitative 
easing boosts the economy

INFLATION

TARGET
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If you have any questions or enquiries
about the Bank of England, you can 
write to: 

Public Information & Enquiries Group 
Bank of England 
Threadneedle Street 
London
EC2R 8AH 

You can telephone the Bank’s public
enquiries team on 020 7601 4878

or email us at
enquiries@bankofengland.co.uk 

www.bankofengland.co.uk

ISBN 1 85730 114 5 (Print and on-line)




