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Inflation Target = 2%



M = m x MB

m = (CUR/D)+1

(CUR/D)+R

R=(RR+ER)/D

CUR/D=c

m declines
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Bank of Japan        Banking Behavior
Negative Interest rate on Excess Reserves

5

Foreign          RR                    RR
Deposits        
Reserves       ER① ER ①

②Loans
Government   Money         ③Bonds
Bonds                                                             
Capital
(JGB)         



Declining Bank Loans
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Declining Demand for Bank Loans
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Aging population in rural region
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Impact of Oil Price Decline to Exporting Countries
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Empirical Analysis of AS-AD equations of 
Japan
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Vertical IS Curve



Year Producers  CPI     BM      Money  Exchange  Stock  Land   Oil            Year    

(0) (1) (2) (3)' (4) (8) (9) (10) (11)

1984 0.30 2.11 5.40 7.80 251 11,061 86.5 : 1984

1985 -1.70 1.95 4.08 8.40 201 12,935 92.9 : 1985

1986 -5.20 0.00 6.12 8.70 160 18,032 106.2 : 1986

1987 -1.70 0.46 7.40 10.40 122 24,195 133.7 : 1987

1988 -0.60 0.79 10.31 11.20 126 28,865 171 : 1988

1989 2.70 2.81 10.77 9.90 143 34,968 212.8 : 1989

1990 1.30 3.17 11.09 11.70 136 26,872 276.8 : 1990

1991 0.40 2.90 1.94 3.60 125 23,350 285.3 : 1991

1992 -1.00 1.50 -2.29 0.60 125 17,189 241 : 1992

1993 -1.80 1.20 3.40 1.10 112 19,641 197.7 : 1993

1994 -1.40 0.50 4.60 2.10 99 19,509 174.9 : 1994

1995 -1.00 -0.30 5.20 3.20 103 19,868 151.4 : 1995

1996 -1.50 0.40 9.00 3.30 116 19,361 134.5 : 1996

2008 3.10 1.10 0.80 2.10 90.28 8,830 82.4 : 2008

2009 -5.20 -1.70 0.50 2.70 92.13 10,540 73.5 : 2009

2010 0.70 -0.40 0.90 2.80 81.51 10,210 69.6 116.94 2010

2011 1.40 -0.10 2.80 2.70 77.57 8,440 68.2 123.41 2011

2012 -1.10 -0.30 2.10 2.50 86.32 10,430 108.46 2012

2013 1.90 0.90 3.30 3.60 105.4 16,320 105.95 2013

2014 2.70 2.90 3.60 3.40 119.8 17,360 53.69 2014

2015 -3.20 0.20 4.90 3.70 120.4 19,000 36.75

2016 -4.30 -0.40 6.80 3.40 103.63 16,610 40.76
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Population Aging in Asian Countries
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Aging 
Population
Productivity
based wage rate
and postpone 

retirement age 
Yoshino-Miyamoto
(2017)  Japan and the 
World Economy
Yoshino-Farhad-
Miyamoto (2017) Credit 
and Capital Markets

  

  

Source: Yoshino and Miyamoto (2016). 



Declined Effectiveness of Fiscal Policy



Domar
condition
and
Bohn’s 
condition
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