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Abstract

This paper evaluates the impact of quantitative easing on income and wealth of individual
euro area households. We first estimate the aggregate effects in a VAR model with
unemployment, wages, interest rates, house prices and stock prices. We then distribute the
aggregate effects across households using a reduced-form simulation on micro data, which
captures the portfolio composition, the income composition and the earnings heterogeneity
channels of transmission. The earnings heterogeneity channel is important: QE compresses
the income distribution since many households with lower incomes become employed. In
contrast, monetary policy has only negligible effects on the Gini coefficient for wealth.
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Figure C.1 Impulse Responses to QE Shock
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Note: The figure shows the impulse response of all the variables in the model to the QE shock (30 bp drop in the term
spread). The red shaded area reflects the 16th-84th percentile range. The black dashed line, instead, is the median
impulse response of the variables in the QE scenario in which the reaction of the short-term interest rate is offset by
means of standard monetary policy shocks. HP: house prices; GDP: real gross domestic product; YED: GDP deflator; U:
unemployment rate; R: nominal short-term interest rate; W: compensation per employee, wage; LTN: nominal long-term
interest rate; SP: stock prices. EA: euro area; US: United States; DE: Germany; FR: France; IT: Italy; ES: Spain.
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Figure C.3 Response of Profits to Quantitative Easing Shock

Note: The figure shows the impulse response of aggregate profits the quantitative easing shock. The responses are

estimated by means of the local linear projection method of Jorda (2005).

Red dashed lines:

16th, 50th and 84th

percentiles of the responses to QE shock; black dashed line: median response to QE scenario where standard monetary

policy shocks off-set the response of the policy rate to QE shock.
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Figure C.6 Effects of Quantitative Easing on Local House Prices in Spain
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Source: ENI/Ministerio de Fomento, Spain.
Note: The figure shows the impulse response to the quantitative easing shock of local house prices from Spanish provinces.
The black lines refer to the 16th and 84th percentiles (dashed) and median (solid with dots) of the responses of the
aggregate (national) house price. The red solid lines refer to the median responses of local house prices. The responses
are estimated by means of the local linear projection method of Jorda (2005).



Figure C.7 Level of Local House Prices Across Spanish Regions vs Response to
Quantitative Easing Shock after 4 Quarters
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Source: ENI/Ministerio de Fomento, Spain.
Note: The figure shows the scatter plot of the responses of local house prices across Spanish provinces 4 quarters after
the quantitative easing shock. The responses are plotting against the level of house prices (in EUR per square meter).
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