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Negative Interest Rate Policy
to Be Positioned at the
Core of Monetary Easing

An influential economist at a major European securities house pointed
out that “the Bank of Japan’s easy monetary policy has thus far failed in
pulling Japan out of deflation, and is also highly likely to fail in doing so
going forward. The BOJ is not expected to concede its failure, however.”

Then, what sort of monetary policy is the BOJ going to pursue? The
aforementioned influential economist expects the BOJ to “confirm that the
negative interest rate policy is to be positioned at the core of its credit
easing” and says that the direction of quantitative easing is to be in the
tapering. However, the BOJ is likely to suggest that it is not going to begin
the tapering for the time being. The economist points out that “the BOJ will
go no further than only implicitly assuming around the autumn of 2017 as
the timing for initiating the tapering (the winding down of quantitative
easing).”

The tapering of quantitative easing in terms of flow is seen to be “imple-
mented under the transition to ‘stock targeting'.” The institutional design of
“stock targeting” is also likely to be something that would push up the
expected inflation rate of the markets.

However, the influential economist says that “the time the BOJ can buy
may not be that long due to the expanding margins of negative interest
rates and ‘stock targeting’.” The inflation rate in terms of the consumer
price index is highly likely to increase the declining tendency toward the
autumn of 2017. Because of this, the government and the BOJ will probably
have to seriously consider the
direct underwriting of long-
term government bonds by
the BOJ. Given the high
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hurdle of Diet approval to
clear, however, the uncer-
tainty remains for that option.
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“Abenomics will face a crucial
test,” says the influential
economist.

(Excerpt from the September
16, 2016 edition of the “Cyber
Economics Report”)
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