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On Some Factors Affecting Money Stocks

It is generally thought that money stocks are mostly created by bank loans, that is to say, by
credit creation. But this paper asserts that the amount of money stocks is actually determined not
by one factor but by several: an international balance of payment, bank loans and budgetary
standings among others.

The purpose of this paper is to consider these factors one by one. Firstly, this paper will give
a detailed explanation of how international balance of payment fluctuations affects money stocks.
Secondly this paper will discuss some theories on credit creation, especially the argument of Prof.
Ichiro Kawai. Thirdly, this paper will discuss in detail how budgetary deficits increase money
stocks.

By examining these three factors, this paper asserts that the main factor affecting Japanese
money stocks since 2013 has been the Japanese budgetary deficit, not the process of credit
creation by the growth of monetary base which QQE (Quantitative and Qualitative Monetary

Easing) has produced, nor the Japanese international balance of payment since 2013.

(OKUDA, Hiroshi, Professor, College of International Relations, Ritsumeikan University)
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