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, . . [Impulse Response and Variance decomposition results](Model 1, 2 and 3)
This paper empirically analyses and assesses the impact of the Bank's monetary (i) QE period (Q2/Apr.2001-Q1/Mar.2006) [Model 1, 2,3]

easing policies on the real economy, exchange rate and financial markets during >Significant impact of MB/M2 on BOJ Tankan (BOJT), Production, DI, REER, Share prices
the Quantitative Easing (QE) [April 2001 - March 2006], Comprehensive Monetary (ii) Post Global Financial Crisis (Q3/Sep.2008-Q1/Mar.2013) [Model 1, 2, 3]

Easing (CME, October 2010 - March 2013) and Quantitative and Qualitative Easing >Limited MB/M2's impact on GDP Growth, BOJT, DI, REER; Significant impact on Bank
(QQE, April 2013 - March 2020) periods. The analysis based on a Bayesian Lending, JGB yield (10Y)

: . : iii) CME period (Oct.2010-Mar.13) [Model 1, 2]
vector autoregressive model (BVAR) shows that during QE, monetary easing had a (i) ’
& ( ) g Q Y 5 »Significant MB's impact on DI, Bank Lending, JGB10Y yield and Share prices

clear and positive impact on the real economy and markets including real GDP (iv) QQE period (Q2/Apr.2013-Q1/Mar.2020) [Model 1,2,3]

growth, business indices (Bank of Japan Tankan and Business Watchers Survey), »MB had little impact on GDP growth, DI, Production, REER, lending
industrial production and bank lending. The CME also had a significantly positive (v) QQET (Feb.2016-Mar.2020[ Model 1, 2]

impact on the economy including business confidence, the real effective exchange »MB had little impact on DI, production, REER, lending

rate and bank Iending. The QQE, on the other hand, had little impact on Japan’s *The impulse response function and variance decomposition results are consistent.

real economy, except for a rise in stock prices. The analysis in this paper therefore (Manufacturing] [Non-Manufacturing]

[2001%25-2006(11] (Manufacturing) [2008Q3-2013Q1] (Manufacturing) [2013Q2-2020Q1] (Manufacturing) [2001Q2-2006Q1] (QE) [2008Q3-2013Q1] (incl.CME) [2013Q2-2020Q1] (QQE)
MB M2 MB M2

MB M2

M2 M2 MB M2

clearly shows that QQE (as a key policy of 'Abenomics') has failed to achieve its N — b N - S ey b N P s o e e
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[Objective]
This paper is to examine the effectiveness of Bank's monetary policy over the A
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period Apr.2001 to Mar.2020 (Quantitative Easing (QE) [2001.4-2006.3], after the | | _3 : 2 N7 :
Global Financial Crisis [2008.9-2013.3], Comprehensive Monetary Easing (CME) " Fig.12: Impulse Response Function (MB /M2/ BOJ Tankan/GDP growth)

Impact of MB/M2 on REER/Lend/Prod/DI Impact of MB/BOJAC/M2 on REER/CPI/JGB/Share

[2011.10-2013.3], Quantitative and Qualitative Monetary Easing (QQE) [2013.4-], (200tmago0ems) - [2008mETOTImS) [20TomI0EgHams) - (20ismEgoms) - IemEDEOND)  (2001ma-2006m3)  [2008m9-2013m3) [2010m10-2013m3)  [2013m4-2020m3)  [2016m2-2020m3)
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1.2 Effectiveness of monetary easing policies (i) o E E .. = —_— T T

»The average GDP growth rate of the Abe Adm. (Dec 2012-Sep 2020) was 0.3%, e ] e e ) i E e
lower than the 1.6% of the DPJ Govt. (Dec 2012-Sep 2020) 1, Ep— E E } — :

»The increase in MB (during QQE) has not contributed to the expansion of e e e ] e 1 ——] s

economic activities (real GDP growth, DI) nor Industrial production 83;(/\ ) E e B ;13 </ = " 5
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»Under QQE, Bank lending was not linked to an increase in M2 and industrial ol I | o— S — e Al TR
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Fig.13: BVAR Impulse Response to MB/BOJAC/M2 (April 2001-March 2020)
9 . 10,% S.A. : e
%/y,/) ) Shirakawa (ala.,% ¢ 25) ) 20 (2020-100) (/1.9 Table 2 Variance Decomposition of MB (BOJ Tankan, DI, Prod, REER, Lend, Share, JGB10Y)
i Kuroda[2013.4-23.4] | ¥ _
8 < QE >, L2008-3 13.3] > » - 20 Q <C|V|E QQE 150 REER(LHA) CPI (RHA) Table 2-1-1: Impact of MB on BOJTankan (Manufacturing) Table 2-1-2: Impact of MB on BOJTankan (Non-Manufacturing)
E 600 1 L m— 60 ) -4 . BOJTL BOJTM BOJT oo = BOJTL BOJTM BOJTSME
6 CME QQ 4 15 D| (RHA) 140 Periodi S.E. MB Mfa Mfq SMEMfq GDP eriodi S.E. MB NMEG  NMEG NMEG GDP
4 + Q - 10 500 50130 - -3 Large Enterprises . Large Enterprises Table 2-2: Impact of BOJ Monetary Easing (DI)
A \ 2 LA\ KA o g/q(RHA) Q ‘ r 5 April 2001- 11 4644 4614 95386 0000 0000 0000  April 2001- 11 3157 4486 95514 0000  0.000 _ 0.000 Dl
2 PN \.,‘ . Am.“.\ "4 K “ﬂ\ ‘ \ /4 j ~. AN ~ 0 4 5 400 - ) 40120 - Mar.2006 101 7.351| 54428 43835 0633 0864 0240 _Mar.2006 10! 5.138] 87.026 58.856 _1.365 1660 _ 0.193 “April 2001 |Period| SE. __MB __REER Lend PROD __ Di
0 %.h.ﬁu‘ -,'.'.P..l.'.(:‘.. .',Ao,u\‘\.h.Q'n' o ,”.‘ Wiim' Toa x‘o..A.--,ilﬂo..’ We® oB® A ‘\ 0 1 Sept.2008- 11 12.376  5.633 94.367 0.000 0.000 0.000 Sept.2008- 1} 6.291 6.263 93.737  0.000 0.000 0.000 Mar.2006 11 2334 0.165 0.441 0.156 7.735 91.503
Y/ V VALY LY )/ )’ ol \ 11 A2 -A 110 1\1 Mar.2013 10i 14133  6.861 91.590  0.384 0019 1147 _Mar.2013 10! 8082 16.168 80436  1.234 0.054 2108 (OE) 10/ 31690719.627 0800 4763 11.017 63.792
-2 . . . | , 4 -5 300 - 30 0 April 2013 1; 4264 4746 95254 0000 _ 0.000 0000  April 2013 1 3307 1802 98.198 0000  0.000 0.000 ~Sept2008 |Period| SE. _ MB _ REER Lend PROD DI
4 L ) y/ (LHA) X 1 10 100 - Mar.2020 10i 5975 3.485 93872 1024 0.615 1.004 Mar.2020 10 3.546 1.948 94.505 1.064 0.205 2.278 Mar.2013 1] 3377 14.067 6.705 0.009 13.624 65.595
200 20 - - -1 Medium Enterprises Medium Enterprises 10| 4127 18953 8875 8887 11.719 51566
6 | vy | (o) Ul 4 -15 90 April 2001- 1,  4.037 3.249 80.077 16.674 _ 0000  0.000  April 2001- 11 3043 3376 75975 20.648  0.000 0000 ~-Oci2010-IPerod 0 MB _REER _Lend PROD DI
g 9 1 20 100 10 80 - -2 Mar.2006 10i 6.929 59.850 32.794 6.262 0.898 0.196 Mar.2006 10i  5.394  26.203 59.874 12.189 1.481 0.252 Mar.2013 1 3.677 27.647 0590 3.448 46.889 21.426
- 200904-1204 DPJ 157 1.61 - - \/ V\ Sept.2008- 1] 10.826 6.536 83.930 4525 _ 0.000  0.000 Sept.2008- 1! 5640 4029 84809 11.163 _ 0.000 _ 0.000 (CME) 10/ 400500293458 3471 7156 41793 18235
0 2013Q1-20Q3| Abe | 0.31] 0.63 ;25 0 Mopety Base (LHA) | 1 g 70 K oo I S 34 e T T 0000300 R0l 11 5733 5076 1eo00 TiTee 0000000 i aess [ SRR L DROD D
(L 2000 2004 2008 2012 2016 2020 April 2013- : : : : : - pri - : : : : : : Mar.2020 1773576 0.242  1.218 0201 26211  72.127
Sougrscae_o(c:)a ggeg(z)ﬁci)i 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 4,2000 2004 2008 2012 2016 2020 Sourigs: 81y Safisis By o) 0 ) Mar2020 | 10! 5356 1770 79794 16566 0592 1278 _Mar2020 | 10! 3080 3579 74121 20094 _ 0049 2158 _ (OOE) 10 213voMMBEEN 171> 6011 35134 56856
' ] ources: Bank of Japan, Cabinet Office i S55 ﬁ apan SMEs SMEs Feb.2016- |Period] S.E. _ _MB___REER _ Lend PROD___ DI
Fig.1 Real GDP Growth(Japan) . g-9: p Y :
. . pril 2001- 1i 3271 0.023 32.812 4.547 62.618 0.000 April 2001- 1i 2615 3.026 52.248  5.817 38.909 0.000 Mar.2020 11 3.455 0.011 3.722 0565 42177 ©53.526
(2015=100) (2015=100) (2015=100) QQE o Flg'3' MB & DI (Japan) (¥, trn) (2015=100) Mar.2006 10 6.688_ 64.901 16.037 1.919 17.026 0.117 Mar.2006 101 _4.214] 35.646 43.586 _ 3.516 16.891 0.361 (QQEI) 10| 4.810 0.082 4.739 5597 53.461 36.120
- QQE (V/Yr A') (y/y, %) (y/y' %) 45 ! 170 Sept.2008- 1 8.289 6.357 80.835 3.415 9.393 0.000 Sept.2008- 1 4.206 3.108 77.027 12.772 7.094 0.000 Sources: Author's Calculation based on the data of BIS, BOJ, Cabinet Office, MET]I
120 — 120 — > 8 10 - 8 _Mar2013 | 10! 10790 ©9.354 80952 2723 5626  1.345 _ Mar.2013 10f 6260 26,034 61.537 7.350 3308 1.770
Production Share ﬂ 140 Producition 9 Bank > QQE 40 [Sep. 2008 - Oct.2023] April 2013- 1; 3814 0804 82027 5105 12063 0000  April 2013- 1{ 2940 13.220 51699 4676 30406  0.000
115 (RHA 115 HHA ; 5 6 Lending -6 5 Y=2041X+ 6352 fl4 150 Mar.2020 10] 5985 2.045 87.708 3.486 5739 1.022 _ Mar.2020 10}  3.0904 12.305 53.240 4.991  28.242  1.222
(LHA) 110 Lendmg 8 (R 4 F [25 39} F (3? B-‘i} - Sources: Author's Calculation based on the data of Bank of Japan, Cabinet Office, METI Sources: Author's Calculation based on the data of Bank of Japan, Cabinet Office, METI
110 i -4 HA) i e ) . A ; _
20 JA N M 7 / v 30 it-value in parenthisis) ,: 130 Table2-3: Impact of BOJ Monetary Easing (Production) Table 2-4: Impact of BOJ MonetarzEliaFl{smg (REER) Table 2-5: Impact of BOJ Monetary Easin g (CPI)
105 , -2 6 / 2 25 R=0.9041;R=0.8175 45 Industrial Production AT 2001 Perod T SE B REER P 368 Sn CPI
~ 100 100 / H’ 110 April 2001- [Period | _S.E. MB____REER __Lend _PROD DI brt gt == are April 2001- [Period | _S.E. MB____REER __CPI____JGB___ Share
100 - 0 5 [ | 0 20 Mar.2006 1770057 5.097  0.434  1.380 93.090  0.000 Ma{-zg% 13 1-297 ;4-%3 85-121 2-020 0-220 g.oog Mar.2006 17770263 0.294 16.526 83.180  0.000  0.000
9> 7 4 - (QE) 10 1501081507 0605 5520 52677 9507 ==t ——10 800 0122 0005 018 3.3 2.8 (QE) 10 0203 2612 17.860 77.937 0.806 _ 0.784
95 1 - 80 90 [J} I 3 ) S 15 90 Sept.2008- [Period | _S.E. ___MB___REER__Lend PROD _____ DI ,\jg:-zow‘ 2 W BEER P 2MAE TSept2008- [Period | _SE.__ MB__REER __CPI___JGB __Share
| o 4 10 Mar.2013 1]773434 "19.142  0.026  1.022 79.810  0.000 : : : : : : : Mar.2013 1]770.343 0.410 ~ 0.036 99.554  0.000  0.000
20 L 60 85 f 4 2 M2 (LHA) Foroion Banke) 70 10| 4.4850 14229 10767 13246 59.602 _ 2.156 —— _13 4(-)369 ,8'-;48 ng-sgs é‘-leﬁl %‘éog Sh0-715 10l 0483 1504 1454 93581  1.200 _ 2.081
35 20 | 1 / - -6 5 (Foreign Banks) Oct.2010- [Period |0 MB___REER__ Lend PROD__ DI CLZOW0 (eenod . Do MB REER . CHLL JO S...3hae..  ~Oct2010- [Period | 0 MB___REER _ CPl___JGB__ Share
i ’ ! v/ (LHA) Mar.2013 1773793 45344 3.284  1.109 50.263  0.000 Mar.2013 : : : : : : Mar.2013 1770275 " 2.630  0.016 97.355  0.000  0.000
80 4+ b 40 75 -8 0 +r -8 0 50 (CME) 10 30981 45056 5030 1116 47829 0060 = ((?I'\gg)m S _15’ 34'296 18'-340 sgéél CZ-Ff’Ilg %9825 Sh2-895 (CME) 100 0313/ 6436 0628 81426 1758 0753
2000 2005 2010 2015 2020 2000 2005 2010 2015 2020 2000 2004 2008 2012 2016 2020 2005 2007 2010 2012 2015 2017 2020 2022 April 2013- [Period | _S.E. ___MB___REER___Lend __PROD ____ DI ,\ﬁ;'r 5020 S e g s S e s P e April 2013-fPeriod | SE.__ MB___REER___CPI___JGB____ Share
Source: Bank of Japan S . BOJ. METI Source: Bank of Japan _ Mar.2020 1771344 0.612  0.003  0.042 99.344  0.000 : : : : : : : Mar.2020 1770373 0518  0.105 ©9.377  0.000  0.000
ourees: S5 Sources: BOJ, US FRED (FRE) (QOE) 10, 1693 0.434 0077 3.222 90.998 _ 5.268 (QQE) 10254 BN O5<>) 6160 o577 3763 (QOE) 10, 0586 0.803 1.691 94019 3.395 _ 0.093
i . i : . : : i . i i . . ' r ' . ; : Feb.2016- [Period | _S.E. MB__REER ___CPl___JGB__ Share - ' ' : ' ‘ '
Fig.7: Share /Production Fig.8: Lending/ Production Fig.9: M2/ Production Fig.11: US Share /BOJ CA (For. Banks) Feb.2016. |Period | GE. _ _MB__ REER _ Lend _PROD __ DI Feb.2016- |Period | GE. _ MB___REER __ CPl___JGB__ Share
Mar.2020 1771383 1246 98.754  0.000  0.000  0.000
Mar.2020 1771401 0331 0.000  0.213  99.456  0.000 o Mar.2020 1770243 0.266  1.318 98.4i5  0.000  0.000
(QQEN) | 10| 1017/ 0371 3218 3693 85254 7464 QQEL) 1976 1342 77026 _4.869 12.720 4.043 = (ooem) | 10/ 0299 3.193( 15004 70.083 4740 _ 6.080

Sources: Author's Calculation based on the data of BIS, BOJ, Cabinet Office, METI

S : Author's Calculation based on the data of BIS, BOJ, Cabinet Office, NETI .
M Et h O d S a n d M a te ri a I S b o 501 et o o S — T i — - —
. . . - JGB10Y
Table2-6:Impact of BOJ Monetary Easing (Bank lending) Share Price : :
April 2001- |Period S.E. MB REER Lend PROD DI April 2001- |Period S.E. MB REER CPI JGB10Y Share April 2001~ |Period S:E; MB REER CPl__JGBIOY _Share

Mar.2006 1 0.244 2562 1405 96.033 0.000 0.000 Mar.2006 1 3361 0.035 0.007 0888 1113 97.957 Mar.2006 L 0.132 0273 1178 0.736 97.813  0.000

(OF) | 10 060108181 6143 76822 3698 5206 _ (QF) | 10 79850 0004 7772 3867 1365 76702 ——EL 10 0180 2528 1001 4.078 72588 136%

3 IVI h d f I . Sopt.2008 [Poriod | S.E. B REER Lend _PROD DI Sept.2008- [Period | S.E. MB___REER __ CPl__JGBIOY Share  >¢Pt.2008-|Perio : SbEbsz '\é”go REER %%'16 J%glg:{ Soaggo

. Et ods Oor ana yS|S Mar 2013 T 0590 0630 5595 96775 T 0.000 0.0000 Mar.2013 17772861 0008 28.004  0.012 0046 7l929  Mar.2013 o ot 27'622 5'12*;’ o oe 66'233 0 oee
10, 0881 13.342 3.106 81.366 1551 0.636 ————5 .10? S3E'879 0.282__50.995 é‘924 Go.oge 5113'743 OCt.2010- |Period | S.E MB___REER _ CPl_JGBIOY Share

. . . Oct.2010- [Period S.E. MB REER REER PROD DI ct.2010- |Perio .E. MB REER Pl___JGB10Y are ) ~

3.1 Descr|pt|on Of the analyS|S Mar.2013 177770210 17.957  0.880 81162 0000  0.000 Mar.2013 1 2826 2034 55906 1194 0435 40431 _Mféﬁi 1(1) 8'(1)22 32'232 i'ggg (1)'32411 gg.g;g 8'8(7)(3)
(CME) 10 0.477_52.623 0.201 46.118 1.042  0.016 (CME) 10 4151 5131 67198 3.098 2.231 22.343 =or1 2013 Perod — SE VB "EER  CPl __JGBLOY Shar

. . . April 2013- [Period | S.E, MB ___REER REER _PROD DI April 2013- [Period | S.E. MB__REER __ CPl__JGBL0Y Share p L R Ry 0""0%0

» Bayesian Vector-Autoregressive Autoregressive (BVAR) model Mar 2020 |~ 17070 0185 5,444 64364 0000 0060  Marz2020 | T 7483 T0465 Ta7565 0062 138 e0aas  MEOP® | ) 00d aiaeiugoss  saor erges  oats
(QOE) 10 0240 0302 6902 92367 0379 _ 0.050 __(QQE) 100 5975 1701 44338 0839 3700 49.422 . : : : ' : :

. . . . ~Feb.2016. [Period | SLE. MB  REER REER _PROD DI Feb.2016- [Period | S.E. MB___REER _ CPl__JGBIOY Share  [eP.2016- |Period| SE. MB__REER __CPI__ JGBIOY Share

» Period covered (April 2001 - March 2020); (i) QE period (Apr.2001-Mar.2006) var 2020 [ 1101930885 1330 97.804 0000 0000 Mar2020 | 1T AGE 1047 a6 678 2210 ooeg sy NOLEEO | 0 BOM B8 dadee Aot BRI D000
(QQET) 10 0.266 0.944 1.083 90.920 5.563 1.491 (QQEI) 10 2.803 .6497 41.714 4.195 4.275 44.167 Sources: Author's Calculation bas;ed on the da.ta of FRED,. BIS, BOJ, étatistics Iffi(.:e )

(ii) Post global financial crisis (Sep.2008-Mar.2013); (iii) CME period (Oct.2010-Mar.2013)

(iv) Quantitative and Qualitative Easing (QQE) (2013.4-2020.3); DiSCUSSiOn / COnCI USion

(v) QQE II : Negative interest rates (2016.2-2020.3)
3.2 Bayesian Vector Autoregressive (BVAR) Model The results of the econometric (BVAR) model analysis in this study show that
» Litterman-Minnesota prior model, which is a simple model in macroeconomics. monetary easing in the early years of QE (April 2001 - March 2006) had a significant
» Due to variable const.rai.nt.s in the deeI setup, the lag order is set to 2 in the quarterly impact on the real economy, exchange rates and financial indicators, despite the
model (Model 1), while it is set to 4 in the monthly Mode[ 2 and 3. BOJ's current account target being small (30 trillion yen). Monetary policy after the
4.1 Order of variables Global Financial Crisis (September 2008 - March 2013) including CME (Oct. 2010-
(1)Model 1(quarterly) Mar.2013) was also shown to have significantly increased bank lending and reduced
Monetary base (MB)/BOJ current account (BOJAC)/Money stock (M2), government bond yield. However, the analysis of this study clearly showed that the
Real GDP growth rate, BOJ Tankan Large firms (BOJTLMfg[Manufacturing], BOJTLN[Non]Mfg), Quantitative and Qualitative Monetary Easing (QQE; April 2013 - March 2020)
Medium-sized firms (BOJTMMtg, BOITMNMfg) introduced under the Abe administration had little impact on Japan's real economy

SMEs(BOJTSMEMfg, BOJTSMENM(g) df - ets. d ite the imo! tati f ext t :
(2) Model 2: Real economy (monthly) dNd TInancCial Markets, aespite the impiementation or extreme monetary easing.

MB/BOJAC/M2, Real effective exchange rate (REER), Bank lending (Lend)

Industrial Production Index (Prod), Business Watchers Survey Index (DlI) REfe rences
(3) Model 3: Financial markets (monthly)

MB/BOJAC/M2, REER, CPI rate (CPI), 10-year JGB yield(JGB10Y), Share
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