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* ®TaHcK Ta baHTBCbKa cripasa

YOK 338.244.2
KIEVICH A., KIVACHUK V., CHETYRBOK N.

THE WORLD'S CENTRAL BANK IN THE TRAP OF QE

The article analyzes the policy of the Central Bank in developed countries as for questions of 3
monetary stimulation of the global economy; It is justified that the Central Bank of developed countries <«
in the near future will not be able to stop monetarist stimulation and reduce the volume of assets on their ~ ©
balance sheets without serious negative consequences for the world economy. When the Central Bank <
implements such actions, officials lose the incentive to maintain a stable fiscal policy. In this case, the x
effectiveness of monetary programs over time is reduced to zero, leading to inflation of the value of fi-
nancial assets, but not helping the real economy.

Key words: world economy, global crisis, reforms, central banks, quantitative easing. z

(2]

Formulation of the problem. Many of crisis and the possible new depression are
us have repeatedly heard the phrase "history perceived by them as a tracing-paper from the
repeats itself,” but it never repeats with abso- model of a similar situation of the past, but in
lute precision. And in order to learn a lesson reality the situation in the economy today dif-
from the past, it is necessary to draw conclu- fers significantly from what it was in the
sions and clearly understand what is happen- 1930s and in the 2000s . For most, depression ®
ing in the present. This applies to analysts and means those conditions that were in the 30s of o
strategic investors, to our great regret, because the last century and which are widely de- N
many of them make the same mistakes. And if scribed, but since the conditions have changed -~
the last 30 years were prosperous, then they now, analysts and investors can’t imagine de-
made their assessments and forecasts based on pression. They know what she looked like, =&
economic well-being. But still, it seems to us, but they don't know how it really is. Itis diffi-
despite the fact that no one can accurately cult for them to imagine something they can- <
predict the future of the global economy, it is not fully understand. But still, it seems to us,
possible already to make some predictions despite the fact that no one can accurately =
and assumptions. predict the future of the global economy, it is ?5

Analysis of recent research and pub- possible to make some forecasts and assump- €
lications. In this article we used methods: bib- tions now. Currently in the world may have E_J
liographic analysis of literature and Internet started to occur tectonic shifts in the global
materials, analysis of statistics, study and political system: a British exit from the EU, x
generalization of the data obtained, experi- the victory of Trump and his reforms and so S
mental-theoretical methods, such as induction forth, which will directly affect the global §
and deduction. economy as a whole. However, one thing re- «

The materials for the article were: the mains constant - the growth of American debt, c§>
article of A.V. Kievich, "The program of the and this process will directly affect much of
newly elected US president as the embodi- the global economy [1, p.15]. 'e)
ment of changes at the macroeconomic level At present the media are actively dis- E
ofthe global economy," the article of Mikhail cussing the reform of the new US President
Khazin "World forecast for 2017", as well as Donald Trump, in particular the withdrawal
an analytical review of scientific articles on from negotiations on the TRANS-Pacific <=
this topic for 2016 -2017. partnership, the revision of the agreement on g

The purpose of the article is to ana- free trade with Mexico and Canada. O
lyze the policy of the central bank of devel- All this is really important, but for some ;

oped countries in questions of monetary stim-
ulation of the global economy.

Statement of the main material of the
study. Today's talk about the deepening of the

reason almost no one recalls that that on Sep-
tember 12, 2017, the US public debt sur-
mounted a colossal mark of $ 20 trillion [2].
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The figure is really huge, moreover, it is
unbelievable, because it turns out that at its
maturity every U.S. taxpayer in that case need
to pay $160 thousand and in most cases it is
impossible to service that debt [3].

If you look at history, it becomes clear
that to a certain point, the U.S. national debt
was on more or less acceptable level till the
time when in 2000 George Bush came to the
power. The President administration has man-
aged to increase its debt burden by almost 2
times, but this means that they has borrowed
as much as all the predecessors of Bush com-
bined, including Clinton. The process was al-
ready unstoppable, and Obama for 8 last years
has decided to repeat the "success" of Mr.
Bush and increased the debt from $10 to $20
trillion. In fact, this phenomenal increase in
debt will have a serious impact on many eco-
nomic processes around the world. First of all,
it concerns the FRS and its plans for normal-
izing of interest rates. It's good that the regu-
lator finally realized that zero rates will not
lead to anything good, but unfortunately it is
impossible them to do higher significantly.

If you go back to the 2000s, you can see
that the US government then has borrowed an
average of under 6%.0bviously, the normali-
zation of interest rates implies the return of
these rates just in this area, but how to do it, if
then the national debt was of absolutely other.
Arithmetic here is very simple: can you imag-
ine what is mean $ 20 trillion at the rate of
6%7? This means that only $ 1.2 trillion per
year will be spent on debt servicing. This, by
the way, is 31% of the federal budget. Moreo-
ver,

$ 1.2 trillion per year - this is $ 15 thou-
sand a year for one family.

Theoretically there are several outputs
from that situation:

1) America can bring down the dollar
and start paying off debts by printing new dol-
lars, but only at a much lower cost. However,
even difficult to imagine what will be the con-
sequences of such a decision.

2) The next option is from the category
of fantastic: the US will go to measures of
austerity, as, for example, in Greece, and by
all means will reduce the national debt. In this
case, the US will very quickly become a

country of the third world, and it will be also
meaningless to talk about the consequences.

Obviously, the US public debt has al-
ready grown to such a level that the problem
needs to be solved somehow, but nobody
knows how to do it at the moment. Mean-
while, the cost of borrowing has also started
to grow, so that the loop continues to tighten.
Of course, for a while the process may be as if
frozen, but for how long, no one can say now.
Let's look at how Mr. Trump will make
America great again.

And this all directly affects the real sec-
tor of the world economy (and partially upon
trade), because the main problem here will be
a serious excess of production capacities over
sales opportunities and inadequate revenues.
Roughly speaking, the entire world economy
in the last 30 years was built on the basis of
the forecast for constant sustainable growth,
while in reality, demand has fallen for 8 years
already (official government figures have
nothing to do with reality). For some time this
process was compensated by the growth of
debt, that is, the financial sector took on the
risks of producers, but today, when it became
clear that emissions in the same volume are
not expected, this opportunity for previous
support of producers is exhausted.

What does it mean in terms of the con-
sumer? The scale of production will be re-
duced in two directions:

a) Either part of the production capacity
will simply be closed, which will reduce
competition and lead to an increase in prices,
or:

6) New capacities will be built, but they
will be created under a new level of demand -
much lower.

From the point of view of prices the
conclusion will be the following: the offer of
more cheap, but low-grade production will
increase; Products are more or less qualitative
will grow strongly in price. Roughly speak-
ing, what is now called the "average price
segment” will disappear from the shelves,
gradually moving to the segment “luxery”,
and their place will be occupied by low-
quality goods for the poor. At the same time,
investments in the creation of new capacities
(we recall that the previous have not yet fully
paid off and "large amounts of debt" hang on



them) will be limited, since it is not very clear
how these investments will pay off. The fact
is that the "normal™ model, in which the pay-
back is due to profits arising from the excess
of income over costs, has not been working
for several decades. More precisely, since the
beginning of the 1980s, it has been replaced
by a model in which aggregate costs, taking
into account credit servicing, are higher than
total income, and financial sustainability is
supported by the growth of debt (that is, its
refinancing). In the conditions of the ongoing
crisis, this opportunity will be exhausted, and
2017, perhaps, will be the first year, in which
the transition of individual enterprises and
industries will begin to a new model. How it
will occur, what the consequences will be -
we will follow this during the year. Today, it
is impossible to answer this question precise-
ly, especially since in different countries and
branches this process can proceed in com-
pletely different ways [4].

Note that the current idea of a sharp in-
crease the rates in the US was largely prede-
termined by the desire to quickly destroy the
system of debt refinancing, to force the real
sector to begin working on a "normal™ model
immediately and unconditionally. This idea is

The rest of
Central Banks of
the World
$ 6,7 trillio

$3,9 trillion

understandable, but it has many negative con-
sequences. But still, the general problem has
not gone away: most of the constructed capac-
ities are arranged so that their "breakeven
point” in terms of sales volume is higher than
the opportunities of today's sales. As a result,
the overall level of the division of labor will
fall, and the process of creating currency
zones will receive an additional push. At the
same time, some innovative production facili-
ties will be closed completely, because in
conditions of falling demand, increasing costs
and complication of access to credit, they will
become fundamentally unprofitable [4].

In the meantime, we continue to see
how the world's largest central banks in 2016,
in an effort to accelerate the slow economic
recovery, are rapidly buying back assets that
support stock and bond prices (and thereby
increase their balances at the fastest rate since
2011, when there was a European debt crisis).
And today the 10 largest Central Banks of the
world owns assets for a total of $ 21.4 trillion,
which is 10% more than at the end of last
year, according to data compiled by Bloom-
berg agency (See picture below) [5].

People's Bank of
China
$5 trillion

m US FRS
$4,5 trillion

Bank of Japan
$4,4 trillion

Fig 1. Almost % of the combined assets of the World Bank
belong to four Regulators
Source: developed by the authors
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Meanwhile, there are still disputes is
whether the asset purchases of the Central
Bank and the persistence of low interest rates
probability for the emergence of bubbles, es-
pecially in the bond market, because quantita-
tive easing programs are aimed at raising the
value of the securities that the Central Bank
purchases to reduce bond yields, to stimulate
investment and accelerate economic growth.
Growth of the CB's assets coincided with the
predominantly upward trend in prices for
shares and bonds. While the 10 largest Central
Banks of the world increased their balances
by 265% since mid-October 2006, the consol-
idated world stock index MSCI All-Country
World grew by 19%, and the bond market in-
dex of Bloomberg Barclays Global Aggregate
Index added 50% [5].

In general, $21.4 trillion - how much is
it? $ 21.4 trillion is 29% of the global econo-
my as of the end of 2015, and this is twice as
much as it was in mid-September 2008, when
the bankruptcy of Lehman Brothers Holdings
Inc. provoked the global financial crisis. This
is almost half the value of all debt obligations
in the world bond index Bloomberg.

Now almost 75% of the assets of the
Central Bank of the world are under the con-
trol of politicians in the US, China, Japan and
the Eurozone. The remaining six regulators
from the top 10 - the central banks of Brazil,
Switzerland, Saudi Arabia, Britain, India and
Russia - have for an average of 2.5% world
assets per each. The rest 107 Central Banks
by Bloomberg data, mostly based on IMF da-
ta, control less than 13% of assets.

It turns out that with the help of printing
money from the Central Bank, Western coun-
tries actually finance their government ex-
penditures. It should also be added that, con-
trary to the widespread misconception that the
US Federal Reserve "completed QE" in 2014,
the Fed every month continues to reinvest the
proceeds from the redeemable assets in the
amount of $ 30-40 billion, thereby restraining
any sharp reduction in assets on the balance
sheet. And one of the key facts for today is
that the Federal Reserve owns 35% of the to-
tal volume of bonds with a maturity of more
than 5 years. The Fed thus continues to mone-
tize the debt of US.

When the Central Bank implements
such actions, officials lose the incentive to
maintain a stable fiscal policy. In this case,
the effectiveness of monetary programs over
time is reduced to zero, leading to inflation of
the value of financial assets, but not helping
the real economy.

Conclusion and prospects for further
research. And for today, as we see it, the
Central Bank of the developed countries will
not be able to stop monetary stimulation and
reduce the volume of assets on their balance
sheets, i.e. World CBs are forever trapped in
QE and can’t go on to reduce this huge
amount. This seems to be a forced measure,
since it makes it possible to control volatility
and maintain certain price levels for assets
(that is, at least somehow to maintain the
functioning of the global system). Thus, the
World Bank may have ended up in a cycle of
quantitative easing for good without serious
negative consequences for the world economy.
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KleBnu O. B. Knueauyk B. C., HeTtup6ok H. .
CerroBl ueHTpanbw 6aHkM y nactw, QE

Y cTaTT aHani3yeTbCsd MoMiTUKA LLeHTPasbHOro 6aHKy pPOo3BUHEHMX Kpall 3 MUTaHb MOHETap-
HOr0 CTUMY/OBAHHA rN106anbHO! eKOHOMIKM; 06rpyHTOBYETLCA TOW (DaKT, WO LEeHTpanbHUA 6aHK
PO3BMHEHMX Kpall B HaWOGAMXYOMY MabOyTHbOMY HE 3MOXYTb MPUMUHUTA MOHETApPHEe CTUMYIIO-
BaHHA i CKOPOTUTU 06CATU aKTUBIB Ha CBO!X GanaHcax 6e3 Cepio3HMX HeraTMBHbLIX HaC/LWOB ANs
cB™0B0O! eKOHOMikM. O6rpyHTOBaHO, WO KOoAn LIB BnpoBagxye Tatw AN, YAHOBHUKM BTpayaroTb
CTMMYN NiATPUMYBATK CTabLbHY hicKanbHy NOMITUKY. Y UbOMY BUNaAKy eheKTUBHIOTb FPOLLOBUX
nporpam 3 NJNHOM Yacy CKOpPO4YyeTbCs A0 HYNA, WO NPMU3BOAUTL 40 WHAALN BAPTOCT (DLUAHCOBUX
aKTUBIB, ane He JonomMarae peasibHLW eKOHOMIL.

KnoyoBr cnosa: CBiTOBa eKOHOMLUA, Fno6anbHa Kpusa, pe)opmu, LEHTpanbHi 6aHKKU, Kllb-
KiCHe MOM'AAIKLLIEHHS.

KueBuu A. B., Knusauyk B. C., HeTbIp6ok H. IN.
MupoBble UeHTpanbHble 6aHKN B /I0BYLLKe QE
B cTaTbe aHanM3mpyeTcs NOMUTUKA LEHTPaNbHbIX 6aHKOB Pa3BUTbIX CTPaH B BONPOCax MOHe-
TApPHOro CTUMYNMPOBaHUA rN106anbHON 3KOHOMUKMW; 060CHOBbLIBAETCA TOT (haKT, UYTO LeHTpasbHbll
6aHK pa3BUTbIX CTpaH B Bavkaliwem 6yayLeM He CMOryT MpekpaTuTb MOHETapHoe CTUMY/MpoBa-
HWE N COKPaTUTb 00BbEMbI aKTUBOB Ha CBOMX GanaHcax 6e3 cepbE&3HbIX HeraTUBHbLIX MNOCNEACTBUI
AN MWPOBOW 3KOHOMUKK. O6GOCHOBAHO, YTO Koraa LleHTpanbHbIi 6aHK OCYLLECTBAAET Takue aei-
CTBUS,, YNHOBHUKMN TEPSAKOT CTUMYN NOALEPXKMBATb CTabUbHYIO (PUCKa/bHYK MNOAUTUKY. B aToM
cnyyae 3aPHeKTUBHOCTb AEHEXHbIX MPOrpaMm C TeYeHUEM BPEMEHU CBOAMTCA K HY/tO, 4TO NPUBO-
ONT K MHDIALUN CTOMMOCTM (PMHAHCOBbLIX aKTUBOB, HO He NOMOraeT peasibHO 3KOHOMUKe.
KntoueBble cnoBa: MMpPOBas 3KOHOMUKA, rno6anbHUn Kpu3nc, pethopmMbl, LieHTpabHble 6aHKK,
KOMIMYeCTBEHHOE YyuLleHue.

PeueH3eHT: KpuBopoTbko HO. B. - [OKTOp €KOHOMIYHMX HayK, AOLEHT, 3aBlyyBay Kadenpu
«byxrantepcbkunii 060w, aHani3 Ta ayaguT» MpuBaTHOro HaB4YanbHOrO 3aknagy «BLWOPYCbKUA LW-
CTUTYT npaso3HascTBa», M. Morwes, bwopyas.

Reviewer: Krivorotko Yu. - Professor, Ph.D. in Economics, Head of Department Accounting,
Analysis and Audit Private Educational Institution "Belarusian Institute of Law", Mogilev, Belarus.

e-mail: kriff5b@gmail.com

CTaTbs nogaHa
11.02.2018p.

- 59

2221-8440

ISSN

PE®OPM Ne 1(29)/2018

EKOHOM1IYHINX

yACONnuc


mailto:kriff55@gmail.com

Homep nporioHye
BJZIOI TO/TIOBHOIO PEAAKTOPA
Kanwecky T. B.
TpaHchopmyemocs! 5
TEMATNYH1PYBPUKWN
e EkoHOMWLWI Ta TANPUEMHUNTBO

"paxos B. I'l.,, MoxHaueB C. A., TapaHyxa H. J1.

lMepcnekTuBbI Pa3BUTUA AeBe/IoNMeHTa 6
Kanwecky T. B.

BusBneHHs i ycyHeHHs Npo6sieM MOHOMNOMI3auUH KaTTany n
lMo3gHakosa U. A,

®UHaHCMPOBaHUE AeATENIbHOCTU YUPEXAeHUI [ONONHUTENIbHOTO 06pa30BaHns B3POC/bIX 16

CtporaHoBa . A.

Xe[KMpOBaHWe Ba/ItOTHbIX PUCKOB He(DMHAHCOBLIMW OpraH13auuaMmn: COCTOSHUE U MYTW pa3BuTud, 22

Masnos K. B.

HeeBKN1aoBa 3KOHOMMKA: NPOG/EMbI U MEPCNEKTMBLI Pa3BUTUS 30
YI'IpaBI'ILIJHFI CydyaCHUM TANPUEMCTBOM

Bocnossk C. B.

ANropUTM KOMMNIEKCHOW OLeHKM Lienecoobpa3HOCTM MHBECTUPOBaHMS NPeAnpuaTus 35
>KgaHosa E. C.
AHa3 COBPEMEHHbIX METOZAO0B ONpefesieHNsi KOHKYPEHTOCNOCOOHOCTU NpeanpusaTuii 44
Menixosa T. O.
HaykoBo-MeToAMYLW TAXOAW [0 BU3HAYEHHS e(DeKTUBHOCT eKOHOMIYHOl 6e3nekn TANpuemMcTBa 50

dwaHcm Ta baHTBCbKa crpasa
Kievich A., Kivachuk V., Chetyrbok N.

The world's central bank in the trap of QE 55
Pabbiko L. H.
MeToAMKa OLEHKM YrnpaB/ieHNs CTPaTermyeckum puckom baHka 60

CowanbHa eKOHOMULLU

AcagynnnHa H. P.
Pa3BuTMe NpoheccnoHanbHbIX KOMNETEHLNIA pab0THMKA B MHHOBALIMOHHO-06pa3oBaTe/ibHOW cthepe 66
Kowynsko O. 1.

YKeHckas murpauma ns ctpaH 6oiswero Coeetckoro Cotosa B Typeukyto Pecny6nmnky 70
JlixoHocoBa I'. C.
CouiasibHO-eKOHOMIYHE BLUTOPrHeHHS: BUMiIpW genpmsayn Ta izonauil 7

EKOHOMMLL pertoHy

Masnbiw 3. B.

MexaH13m popMMpoBaHMA 1 UCMOSb30BaHWUSA MHHOBALMOHHOIO NOTeHLMana permoHa 83
Conogmnnosa H. 3., Manimkos P. U., MpuwnH K. E.

Mpouecchbl reHepMpPOBaHNS 30H MHCTUTYLIMOHA/bHBIX aTTPAKTOPOB B PErMOHabHOM aenoBoi cpege 91

Mi>KHapoAHi EKOHOMIYHi BifHOCUHU
WM3maiinosny C. B.
YnpasneHne X033MCTBEHHbIMY PUCKaMI OpraH13aLmii NPOMbILLIEHHOTO cekTopa pecny6amku Benapycs_ 100
HypnaHosa H. K., PacyneB A. ®.

LleHTpanbHad A3uns: HOBble BO3MOXHOCTU M apXMUTEKTYpPa NOCTPOEHUSA HaLMOHa/IbHbIX 3KOHOMUK 106
HOBUHNHAYKWN TAMNPAKTUKWN
MepcnekTuBY (PLIAHCYBaHHA HAYKWN B BULLMX HABYA/IbHUX 3aKnafax 115
PELLEH314
PeueH3na Ha MoHorpadwmto Maenos K. B. MpurpaHnyHble PervoHbl: Teopua 1 NpakTuka, —
W>keBck: 3a-80 «Lllenect», 2017. - 161 c. 116
PEAAKLITIHA KOJIEF1A PEKOMEHAYC
HoBi B1gaHHA eKOHOMiIYHOI nTepatypu 118

B1AOMOCTL1 NMPO ABTOP1B
B/IMOI M wwoao 3moTy Ta 0OpOpMIIEHHS CTaTel 10 HayKOBO-BUPOOGHNYOT0 XYypHany
«YACOIMNMC EKOHOM14YHNX PE®POPM>»

00

20 g

22

(=]

%

=E®07P

= XX

FANOCOO X0 £AOXO



00

/b> >0

>>D08R >§>

> X

Moo nOXR2 =2 0X0O

wm
-~

Sentence of number

BLOG SHEFF-EDITOR
Calinescu Tetyana

We are transformed! 5
TOPICAL SUBJECTS
*Economics and Business
Grakhov V., Mokhnachev S., Taranukha N.
Developmen prospects of development 6
Calinescu T.
Exposure and removal the problems of monopolization the capital n
Pozdnyakova I.
Financing the activities of institutions the adults additional education 16
Stroganova I.
Foreign currency hedging non-financial institutions: status and development 22
Pavlov K.
Non-Euclidean economy: problems and prospects of development 30
* Management ofModern Enterprise
Boslovyak S.
Algorithm of complex evaluation of enterprise investment enterprise 35
Zhdanova E.
Analysis of modern methods of determining competitiveness of enterprises 44
Melikhova T.

Scientific and methodical approaches to determination of efficiency economic safety ofthe enterprise__ 50

 Finance and Banking

Kievich A., Kivachuk V., Chetyrbok N.
The world's central bank in the trap of QE

%5

Rabyko 1.
Methodology for assessing the management of strategic risk ofthe bank

60

* Social Economy
Asadullina N.

Development of professional competencies of the employer in the innovation and educational sphere___

Koshulko O.
Women's migration from countries of the former Soviet Union to the Turkish Republic

66
70

Likhonosova G.
Socio-economic exclusion: measurements of deproduction and isolation

77

» The economy ofthe region
Pavlysh E.
Mechanism for formation and use innovative potential of the region

Solodilova N., Malikov R., Grishin K.
Processes of generating zones of institutional attractors in the regional business environment

« International Economic Relations

Izmailovich S.
Management of economic risks the organizations of industrial sector the Belarus Republic
Nurlanova N., Rasulev A.

Central Asia: new opportunities and architecture ofthe building of national economies

NEWS SCIENCEAND PRACTICE
Prospects for financing science in higher education institutions

REVIEW
Review of the monograph: Pavlov, K. (2017). Border regions: theory and practice
Izhevsk: Shelest Publishing House, 161

a

100

106

115

116

EDITORIAL BOARD RECOMMENDS
New edition of economic literature

118

INFORMATIONABOUTA UTHORS

REQUIREMENTS
the content and the articles to scientific production journal
"TIME DESCRIPTION OF ECONOMIC REFORM"



