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Banks’ exposure to large-scale asset purchases, as measured by the

relative prevalence of mortgage-backed securities on their books, affects

lending following unconventional monetary policy shocks. Using a

difference-in-differences identi�cation strategy, this paper �nds strong

effects of the �rst and third round of quantitative easing (QE1 and QE3) on

credit. Highly affected commercial banks increase lending by 2% to 3%

relative to their counterparts. QE2 had no signi�cant impact, consistent

with its exclusive focus on Treasuries sparsely held by banks. Overall,

banks respond heterogeneously, and the type of asset being targeted is

central to QE.
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