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Abstract

Quantitative easing (QE) policy has been central banks' main strategy to
deal with the economic impact of the COVID-19 pandemic. This study
aims to analyze the impact of post-pandemic QE on inflation, financial
stability, and global economic growth. The method used was secondary
data analysis from central bank reports, international financial
institutions, and academic publications, with a research period between
2018 and 2023. The results showed that QE policies contributed
significantly to the increase in inflation, with a positive correlation
between the amount of assets purchased by the central bank and the
inflation rate. In addition, QE also plays a role in stimulating economic
growth, albeit on a more moderate scale. This research contributes for
policymakers to formulate appropriate monetary strategies to maintain
global economic stability without triggering a surge in inflation

Keywords: quantitative easing, global inflation, economic growth,
financial stability, monetary policy

A.Introduction

The COVID-19 pandemic triggered an unprecedented economic
crisis, prompting central banks worldwide to implement aggressive
monetary policies to stabilize financial markets and support economic
recovery. One of the most significant strategies employed was
Quantitative Easing (QE), an unconventional monetary policy involving
large-scale asset purchases by central banks to inject liquidity into the
economy. While QE played a crucial role in mitigating the immediate
economic downturn, its long-term implications in the post-pandemic era
remain a subject of debate among economists and policymakers.

Historically, QE was first implemented during the 2008 Global
Financial Crisis, proving effective in preventing deflation and stabilizing
financial markets in developed economies (Bernanke, 2020; Chen et al.,
2020). However, the scale and duration of post-pandemic QE have
surpassed previous implementations, raising concerns about inflationary
pressures, financial instability, and currency depreciation (Reinhart &
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Rogoff, 2021; Smith, 2021). The challenge for central banks lies in
balancing economic stimulus with the risk of overheating economies and
creating asset bubbles (Blanchard, 2021; Mishkin, 2022).

To give a clearer picture, Table 1 below shows QE policy data
conducted by some of the leading central banks during the pandemic and

their impact on economic growth and inflation.
Table 1. QE policy data

Central bank Total Assets Purchased Economic Inflation
(USD) Growth (%) (%)

Federal Reserve 4 trillion 3.2% 7.0%

European Central , o'\ o 2.1% 5.3%

Bank

Bank of Japan 1.5 trillion 1.3% 0.8%

Source: Federal Reserve, ECB, BO]J, 2023

From the table above, it is clear that economic growth in developed
countries that implement QE is quite varied, but inflation tends to increase
sharply. This raises concerns about the effectiveness of these policies in the
future.

Several studies have explored the macroeconomic impact of QE on
inflation and GDP growth. Research by Gagnon (2020) and
Krishnamurthy & Vissing-Jorgensen (2021) highlights the short-term
benefits of QE in boosting consumption and investment, whereas studies
by Taylor (2021) and Jorda et al. (2022) indicate potential long-term risks,
such as asset market distortions and economic overheating. Furthermore,
Auerbach & Gorodnichenko (2020) emphasize that QE’s effectiveness
varies across different economic environments, with its impact being more
pronounced in economies with low interest rates (Eggertsson et al., 2021).

The role of QE in shaping global financial markets is another crucial
area of analysis. Studies by Williams (2021) and Obstfeld (2022) suggest
that prolonged QE policies have contributed to liquidity surpluses,
leading to volatility in currency exchange rates and capital flows.
Moreover, research by Goodhart & Pradhan (2021) and Bianchi et al.
(2022) raises concerns about financial stability, particularly in emerging
markets, where excessive capital inflows may lead to asset price bubbles.

This study aims to analyze the impact of post-pandemic QE policies
on global inflation, economic growth, and financial stability. By examining
data from leading central banks, such as the Federal Reserve, European
Central Bank (ECB), and Bank of Japan (BOJ), this research seeks to
understand the effectiveness and potential risks associated with continued
monetary expansion. Given the rising global inflation rates observed in
2022 and 2023, this study contributes to the ongoing discourse on optimal
monetary policy strategies in a post-pandemic world.
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The findings of this research are expected to provide valuable
insights for policymakers, helping them formulate strategies that ensure
economic stability while mitigating inflationary risks. By addressing
existing gaps in the literature concerning long-term post-pandemic QE
effects, this study enhances the wunderstanding of the broader
macroeconomic consequences of prolonged monetary easing.

B. Research Method

This study will use a descriptive quantitative method with a
secondary data analysis approach. This method was chosen because the
data used in the research related to post-pandemic quantitative easing (QE)
policies and their impact on the global economy are sourced from central
bank reports, international financial institutions, and relevant academic
publications. This research will identify the relationship between the QE
policy implemented by the central bank and various economic indicators
such as inflation, economic growth, and financial stability in various
countries.

1. Research Design

This research is longitudinal, where data from the pre-pandemic,
during, and post-pandemic periods will be analyzed to see the changes
and impacts of QE policies comprehensively. The data used will cover the
time span between 2018 and 2023, given that the period covers important
phases of the health crisis and economic recovery.

2. Data Source

This study uses secondary data from several sources:

a. Official reports of central banks (such as the Federal Reserve,
European Central Bank, and Bank of Japan) related to QE policies
during and after the pandemic.

b. Global macroeconomic data from international organizations such as
the IMF, World Bank, and OECD that includes economic indicators
such as inflation, GDP growth, and market liquidity.

c. Previous journals and academic studies that have discussed QE
policies and their impact on the global economy to strengthen
literature studies.

3. Population and Sample

The population in this study is countries that implement QE
policies, such as the United States, countries in the European region, and
Japan. The study will take samples from these three countries as the main
cases, namely:

a. United States (Federal Reserve)

b. European Union (European Central Bank)

c. The selection of these three countries is based on the fact that they are
the main implementers of QE on a large scale and have implemented
this policy both before and after the pandemic.
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4. Data Collection Techniques
Data will be collected from several secondary sources:

a. The central bank's annual report on QE and monetary policy.

b. Data on inflation, economic growth, and interest rates are taken from
international databases such as the IMF and the World Bank.

c. Relevant scientific articles and journals, which will be collected
through academic platforms such as Google Scholar, Scopus, and
JSTOR. These articles will be used to support literature reviews and
place this research in the context of previous studies.

5. Data Analysis Techniques

This study will use a linear regression analysis approach to
examine the relationship between QE policies and economic indicators
such as inflation and GDP growth. This analysis will help evaluate the
extent to which QE policies affect economic variables over a period of
time. In addition, descriptive statistics techniques will be used to describe
general economic conditions before and after the implementation of post-
pandemic QE.

The steps of data analysis include:

a. Descriptive statistical analysis to describe changes in economic
indicators from 2018 to 2023.

b. Correlation tests to measure the relationship between the number of
assets purchased through QE and changes in economic variables such
as inflation and GDP growth.

c. Linear regression to analyze the quantitative relationship between the
implementation of QE policies and their long-term impact on global
economic variables.

6. Validity and Reliability

To ensure the external validity of this study, all data used are
sourced from verified and published official reports by credible
international institutions, such as the IMF, the World Bank, and leading
central banks. Internal validity is obtained through the use of appropriate
analysis methods, as well as an in-depth literature review to ensure that
this research is in the correct context. Data reliability is maintained by
using consistent data from the same source over the time period of the
study.

C. Result and Discussion

In this study, the results of quantitative data analysis were obtained
from linear regression between quantitative easing (QE) policy variables
and global economic indicators, such as inflation and economic growth
(GDP). The data was taken from three major central banks, namely the
Federal Reserve, the European Central Bank, and the Bank of Japan, which
implemented QE policies during and after the COVID-19 pandemic. This
study uses a time period from 2018 to 2023, and the results of the
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calculations are based on linear regression analysis techniques and
descriptive statistical analysis.
1. Descriptive Statistics

The following table presents descriptive statistical data from each
of the research variables, namely the number of assets purchased by the
central bank (in trillions of USD), the inflation rate (%), and GDP growth
(%).

Table 2. Descriptive Statistical Data

Variable N Average Standard Deviation Min Max
Asset Purchase (Trillion USD) 18 2,67 1,12 1,5 4,0
Inflation Rate (%) 184,33 1,98 08 7,0
GDP Growth (%) 182,20 0,97 1,3 32

From the table above, it can be seen that the average number of
asset purchases by central banks during the research period was 2.67
trillion USD, with an average inflation rate of 4.33%, and an average GDP
growth of 2.20%.
2. Linear Regression Results

Linear regression is carried out to determine the relationship
between the number of assets purchased through QE (independent
variable) and the inflation rate and GDP growth (dependent variable). The
results of linear regression analysis are shown in the following table.
a. Linear Regression: QE and Inflation
Table 3. The first regression model assesses the relationship between
QE (asset purchases) policies and the inflation rate

Independent Variables Coefficient Error Standards t-Statistics p-Value

Asset Purchase (QE) 0,85 0,23 3,70 0,002

Constant 1,12 047 2,38 0,030
R-Squared: 0.65
F-Stats: 13.69

Significance F-Meaning: 0.002

The regression results show that there is a significant positive relationship
between the number of asset purchases through QE and the inflation rate
(p-value = 0.002). A coefficient of 0.85 indicates that every 1 trillion USD
increase in asset purchases will increase inflation by 0.85%.

b. Linear Regression: QE and GDP Growth

Table 4. The second model assesses the relationship between QE
policies and GDP growth

Independent Variables Coefficient Error Standards t-Statistics p-Value
Asset Purchase (QE) 0,45 0,18 2,50 0,022
Constant 1,05 0,32 3,28 0,004
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R-Squared: 0.52
F-Stats: 10.12
Significance F: 0.022
These results show that QE policy also has a positive and significant effect
on GDP growth (p-value = 0.022). Every 1 trillion USD increase in asset
purchases is expected to increase GDP growth by 0.45%.
3. Correlation between QE, Inflation, and GDP Growth

In addition to linear regression, the correlation between asset
purchase variables through QE, inflation, and GDP growth was also
analyzed. The correlation results are presented in the following table:
Table 5. Correlation Asset Purchase Variable through QE, Inflation and
GDP Growth

Variable Asset Purchase (QE) Inflation (%) GDP Growth (%)
Asset Purchase (QE) 1,00 0,75 0,68
Inflation (%) 0,75 1,00 0,62
GDP Growth (%) 0,68 0,62 1,00

The correlation results showed that there was a strong correlation
between asset purchases through QE and inflation (0.75) and between QE
and GDP growth (0.68). This shows that QE policies tend to have a direct
effect on both variables.

4. Discussion of Results

The results of this study show that the post-pandemic QE policy
has a significant impact on inflation and economic growth. The high
regression coefficient between QE and inflation confirms that this policy is
contributing to an increase in global inflation. However, a positive impact
on GDP growth is also visible, but with a more moderate level of
influence. This is in line with several previous studies, such as those
conducted by Chen et al. (2021), which showed that QE is effective in
stimulating the economy, although it risks driving inflation if it is applied
for too long.

However, the study also reveals potential risks from the
implementation of QE policies in the long term, especially related to price
instability and excessive inflation risks. These results provide a basis for
policymakers to evaluate future monetary policy strategies, especially
when inflation is already starting to be controlled, but economic growth is
still at a suboptimal level.

Discussion

1. The Impact of Quantitative Easing Policy on Global Inflation
Post-pandemic quantitative easing (QE) policies play an important

role in driving global inflation, especially in countries that implement

these policies on a large scale such as the United States, the European
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Union, and Japan. As shown in the linear regression results, QE policy has
a strong positive correlation with rising inflation. Any increase in the
amount of assets purchased by the central bank is directly related to an
increase in the inflation rate. This is in line with economic theory which
states that when the amount of money circulating in the market increases,
people's purchasing power will also increase, which in turn will
encourage an increase in the price of goods and services.

In some cases, the post-pandemic surge in inflation has even
exceeded the expectations of many experts. For example, in the United
States, the inflation rate reached 7% in 2022, the highest figure in recent
decades. This indicates that while QE was effective in maintaining
financial market stability at the start of the pandemic, its impact on
inflation began to be felt as the economy began to recover. In the European
Union, a similar phenomenon occurred, with inflation soaring to 5.3% by
the end of 2022.

Previous studies have discussed the impact of QE policies on
inflation. For example, research conducted by Bernanke (2020) found that
the QE policy implemented during the 2008 financial crisis succeeded in
containing deflation, but had a risk of inflation in the long term if not
controlled. Another study by Smith (2021) states that the impact of QE on
inflation largely depends on how central banks manage future inflation
expectations.

Table 6. comparison of inflation in the three main regions that have
implemented QE policies

Pre-Pandemic Inflation Rate Inflation Rate After QE

Country/Region (2019) (2022)
United States ~ 1.9% 7.0%
European Union 1.3% 5.3%
Japan 0.5% 0.8%

Source: IMF, 2023
2. The Effect of Quantitative Easing on Economic Growth

In addition to inflation, QE policies also have a significant impact on
economic growth in various countries. As shown in the linear regression
results, there is a positive relationship between QE policy and GDP
growth, although the effect is more moderate compared to inflation. QE
policy serves as a stimulus for the economy by lowering long-term interest
rates and encouraging investment and consumption.

In the United States, the QE policy implemented during and after the
pandemic has helped drive GDP growth by 3.2% in 2022. This can be
explained by the increase in liquidity in the financial market which makes
it easier for companies and consumers to access financing. The European
Union also showed positive economic growth, albeit lower than the
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United States, with GDP growth of 2.1% in the same year. In Japan, the
impact of QE on economic growth tends to be smaller, with growth of
only 1.3%, reflecting slower economic conditions in Japan.

3. Challenges of Quantitative Easing Policy in Financial Stability

Although QE succeeded in boosting economic growth and
controlling inflation early in its implementation, it also posed a challenge
to global financial stability in the long term. One of the main risks of QE
policy is the potential for the creation of "asset bubbles" in financial
markets. Increased liquidity caused by massive asset purchases by central
banks can push asset prices to unrealistic levels, creating a risk of financial
instability when such liquidity is withdrawn.

Research by Reinhart and Rogoff (2021) found that prolonged QE
policies can trigger a surge in asset prices in the stock and real estate
markets, which can eventually explode when liquidity begins to tighten.
This condition is reflected in the volatility of stock markets in the United
States and Europe in 2021-2023, where stock prices experienced sharp
fluctuations after expectations of monetary policy tightening by the
Federal Reserve increased.

Table 7. the increase in asset prices in major stock markets after
the implementation of post-pandemic QE

Stock Market Index Before QE (2019) Index After QE (2022)

S&P 500 (US) 3,230 4,650
Euro Stoxx 50 (EU) 3,500 4,200
Nikkei 225 (Japan) 21,000 28,000

Source: IMF, 2023

Although QE provides benefits in the short term, central banks must
be careful in formulating exit strategies to avoid further financial
instability. Proper implementation of these policies can help prevent long-
term negative impacts such as excessive inflation and asset market
instability.

4. Post-Pandemic Monetary Policy: Challenges and Prospects

In the post-pandemic context, QE policy presents a dilemma for
monetary policymakers. On the one hand, this policy has helped stabilize
the global economy in difficult times. But on the other hand, new
challenges have emerged in the form of rising inflation and the risk of
financial instability.

Central banks such as the Federal Reserve and the European Central
Bank are now facing challenges in formulating a monetary tightening
strategy that does not shake the still-fragile economy. Steps to reduce
liquidity through a reduction in assets owned by central banks must be
taken carefully so as not to have a negative impact on economic growth.
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For example, in 2023, the Federal Reserve began to reduce asset purchases
and raise interest rates to control inflation. However, this policy has
sparked concerns regarding a potential economic slowdown that could
impact the labor market and investment. In the European Union, the
European Central Bank is also under pressure to balance the need to
support economic growth and prevent a sustained surge in inflation.

Therefore, this study emphasizes the importance of central banks in
considering a more flexible policy approach, which can balance the need
to support economic growth and maintain price and financial stability.

E. Conclusion

This study aims to analyze the impact of post-pandemic quantitative
easing (QE) policies on the global economy, focusing on inflation,
economic growth, and financial stability in countries that implement these
policies, such as the United States, the European Union, and Japan. The
results of the study show that the QE policy has a significant impact on the
increase in global inflation. The relationship between the amount of assets
purchased by central banks through QE and inflation proved positive and
significant, where any increase in asset purchases contributed directly to
an increase in inflation. This is due to increased liquidity in financial
markets, which ultimately pushes up the prices of goods and services
globally.

In addition to inflation, the study also found that QE policies have a
positive impact on economic growth, albeit on a more moderate scale
compared to their impact on inflation. QE policies have been successful in
stimulating GDP growth in various countries, especially the United States
and the European Union, albeit with some challenges related to potential
long-term financial instability. The findings of this study emphasize the
importance of formulating a prudent exit policy strategy to mitigate long-
term negative impacts, such as the potential for a surge in inflation and the
risk of asset bubbles. This research has successfully provided important
insights for monetary policymakers to navigate post-pandemic economic
challenges
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