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Exhibit 1A

Public sector balance sheets after money finance

Situation after either:

. Central Bank directly credits government current account with money which
Option 1
government spends

Government issues interest bearing debt which Central Bank purchases and converts to
P non-interest bearing irredeemable ‘Due from Government’
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Exhibit 1B

Public sector balance sheets after money finance

Situation after:

Government issues interest bearing debt which Central Bank buys, holds and
P perpetually rolls over
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Exhibit 4

Impact of increase in monetary finance on
nominal demand

Non-rational /

Rationally forward non- looking forward
looking agents agents

Agents anticipate

Economy at full inflation and bring
employment forward consumption

before prices rise

Agents assume
increase in nominal
net wealth is also
increase in real net
wealth and
increase
consumption

Agents anticipate
some rise in real

Economy below full output and real net
SUSCUEUE \calth and increase
consumption
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Exhibit 5

Nominal GDP growth 2008 — 2015

% per annum
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Expected 10 year inflation
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Summary comparison of monetary finance versus
alternative policy options
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Debt-financed fiscal deficit -But with no potentially offsetting Ricardian
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Monetary stimulus via
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* Expectational effect
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.« QF Ultra loose monetary policy might in some circumstances
Negative interest rates Monetary finance produces increase in nominal demand

without stimulating growth in private credit and leverage
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