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Debt Management toward the New Normal of Central Bank®s Balance Sheet
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We construct a theoretical model and present some empirical evidence to
explore optimal size and composition of central bank"s balance sheet, a critical issue which has
been discussed to consider effects of quantitative easing policy since the Global Financial Crisis
and the exit strategy from it. Two aspects of financial reality that the MM theorem of open market
operations does not consider are incorporated into a model where shows that there function an
interest rate on excess reserves of banks as a lower bound of policy instruments and a reverse-repo

rate for collateralized government bonds held by central bank as an upper bound. The corridor system
should be a new normal of the post-unconventional monetary policy.
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