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The start of the ZIRP and the commitment effect in December 2008 probably had a further 
downward impact on spreads, although this is more difficult to confirm in terms of timing. 

Figure 11: US Money Market and CP Spreads and Fed Credit Easing Measures 

 
AMLF = Asset-Backed Commercial Paper Money Market Fund Liquidity Facility; CP = commercial paper;  
CPFF = Commercial Paper Funding Facility; MMIFF = Money Market Investor Funding Facility; US = United States; 
ZIRP = zero-interest-rate policy. 

Source: CEIC Data Co. Ltd. database. 

In contrast, spreads of corporate bond yields over those of US Treasury bonds did not peak 
until December 16 (see Figure 12). This is precisely the day that the Fed announced the shift 
to the zero-interest-rate policy and the commitment to maintain it for “some time,” which is 
very strong evidence that this was the key factor, rather than the Fed’s balance sheet activity. 
This suggests that rate expectations were more important for the non-financial corporate 
sector, rather than the direct effects of toxic items on the balance sheet. (To be sure, the 
spread for AAA bonds did spike briefly higher in March 2009, but the spread for BAA bonds 
clearly peaked in mid-December.) 

Figure 12: US Corporate Bond Yield Spreads and ZIRP Announcement 

 
US = United States; ZIRP = zero-interest-rate policy. 

Source: St. Louis Federal Reserve Bank FRED® economic 
database http://research.stlouisfed.org/fred2/categories/22 (accessed 5 October 2009). 

The Bank of Japan also undertook a number of credit-easing measures, including “Special 
Funds-Supplying Operations to Facilitate Corporate Financing”(19 December 2008), outright 
purchases of commercial paper (22 January 2009), and outright purchases of corporate 
bonds (19 February 2009). Figure 13 shows that the spreads of Euroyen deposits and CP 
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