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Fig.1: Monetary Base and BOJ Current Account
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Fig.2: Call Rate and Bank Lending (Japan)
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Fig.3 Monetary Base & Reserve (Japan & USA)
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Fig.4: Monetary Base and M2 (Japan)
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Fig.5: Monetary Base & Industrial Production (Japan)
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Fig.6: M2 & Industrial Production (Japan)
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Fig.7: BOJ Current Account & Real Effective Exchange Rate (Japan)
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Fig.8: Capital Flows (Net) and M2 (Japan)
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AC)), ¥4 % 1) —~_—2 (Monetary Base, MB), Z—/ L — 1 (EHEHEZOHWL — b+, Call
Rate) B X OHPBEEARBEICH ST 228, 3 %bbH FDI GHEEHERE), SE5%E (Portfolio
investment), Z MOl (Other investment) ZRY LiF 5. F7z, AEANY L O EN 45
Wity & FMREFEN DL EE AL T2OIZFEHENR/ZL— 1+ (REER), ¥4+ —A v s (M2),
EEEHAE D (Yield), HREFHHM (Nikkei) 38X OSLT3EAERE (FHigER, Prod) %
ZRELTHRICL TS, P2 2001 4£ 4 H225 20134£ 6 HTH 545, mifEHIB &
O TH (2006 4E 4 HUE) &) —~< v ¥ a vy 71T 2 IR SRGHE, & 5204t
KRR (2010 4F 10 ) BADOKREHIIBVTH FERICHEYBHEEL Y AL 5 ) —X— 2D
WIS LTI 7235720, Lz >T, FFETIE, DTORIIISTTELT S,
AR (2001.4 ~ 2006.3)

WS TR —~ v ay ZER I =v7 W] (2006.4 ~ 2008.8)

S SRE R (2008.9 ~ 2011.2)

A AR AR AN 12 (H AR O SRl M AR L RN, kiE QE3 W& t) DB (2011.3 ~
2013.6)

FARE - BRIIEARNICARTH Y, UTFOWATNC L %,

®» ©© 6

EH =i H i (Source)
REELEESES (AR) BOJ AC HARRIT (EZBFRIIK)
BT R4 —_R—Z (B R) Monetary Base (MB) BAIRIT (EEBRIIHE
EIBEBEYI—/LL—k (AR) Call Rate BART (FEERIG
BEARAREA b (AR)

(FDL, FE#4% & . € DthixE)  FDI, Portfolio, Other HAERIT (EERFRIIFED)
EEEMHBEL—F (AR) REER BIS effective exchange rate indices
Tx—RAbyo(M2) (AR) M2 BARIT (EEBRIHET
EEFHFIEY (BAR) Yield International Financial Statistics

(IFS) database (IMF)

BT (AR, M3H) Nikkei BREIOI7AIL(T—ER—R)

SETEAE (BR) [(EHFAEFEHA] Production (Prod) (2005=100) #ZFE ¥4 . IFS database (IMF)

2. X7 MVECER (VAR) £F )V

AGHTHV S VAR ET VU TORICHESV TV L, UTFTORIE, KO ay s &b
RBEPREREE, TOEBOW % ER L IAF I %,

Yi=c+AYt1+A2Yie+ - +AYu+Bet

CZT clEBIHATY, Ar (n X n) 3REATH], ee(nx1) E¥av s xXZ7bVEEL,
Bide, (nx1) 3FEFIANZ MV () ITEBRT 288475 (we=Ber) THbo

ROMET VTR, SEBBOMAEOREEZHRLZEHBEETH L7720, FHEREH VS,
FIESEAREICHET 2288 & SRBOAKRZZE L, $ERRAPEMBORERIIH L TR
RURERF > TCETVLDPMGEETE S (BEFIV 1), 72, ELBAREHAOE@TY%E

10 (204)



HADERIBUOR & EAMMA DR (KH)
HAREBENDERANOEERD (BTN 2)s LIzh> T, FEBOMFEEEARTATHIC X
BERBORD Y a v 7 % KD 12DITRINCERTRAZLIEE (FDI,Portfolio, Other) D%Z%
HEE, TN CTHHRYEHSE, A7) —N—Z, ROPI—NVL— DX ) REHMBOK
AR EEE, PHEHA2HEAPSLTOWRLBEBEEZZ LML > TWD, £727 7D
XY 2T VYRR L 5 Twd,

E7)V [1] : Capital Flows [FDI / Portfolio / Other], BOJAC [or MB or Call Rate[Intrate]
E7 IV [2] : Capital Flows[FDI / Portfolio / Other], REER, M2, Yield, Stock Prices
(Nikkei), Production (Prod)

(1) ADF (Augumented Dickey-Fuller) &%

RN EEARTAIE O ADF MEIC & > TEBDOEREICOWTH S L, FDLIZAN SR
W7o ThHEZE R L TERMZMMRTE Tz, iE5%EE (Portfolio), Z D% (Other)
LIRS —BERE 2 0D & & TEBENHR S NS (Table 1) HHURYEEFESE (BOJAC), ~
2% —=~_—=2Z (MB), 2= L— 1} (Call Rate) IZ2WTd—WEY & 52 CEWNE
PHEREN D, fE->T, WTOSHTTIEFDI 2R &, HENEEHE ), v 4% —~—
A (MB) [H], #EHFERZZHL—F (REER) [FH], ~4+—AFvy2s (M2) [H], H&FH
PRfli (Nikkei) [[A], iE5$%%E, Zoffsga—vL— b, EEMEY (Yield), #iT3%AERE
(Production, Prod) (FEHigR#Em H ) oW TIZBEAIIC —EEEZ HWTW S,
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Table 1 : Augumented Dickey-Fuller (ADF) test (Japan)

2001-2006 ADF  tadf poalue lag 59" model | ADF  tadf povalue lag S model
cance cance
BOJAC level -3.403 0.015 0 intercept 1stdiff. -2.996 0.042 7 *** intercept
(log) -1.423 0.844 0 *** intercept, trend -4.505 0.004 7 *** intercept, trend
Monetary Base [level -5.108 0.000 7 *** intercept 1stdiff. -4.395 0.005 2 *** intercept
(log) -2116 0525 7 intercept, trend -2.869 0.055 9 *** intercept, trend
Call Rate level -2.894 0.052 O0* intercept 1stdiff. -7.822 0.000 0 *** intercept
-2.924 0163 0 intercept, trend -4.233  0.008 9 *** intercept, trend
FDI level -9.204 0.000 O *** intercept 1stdifft. -11.53 0.000 2 *** intercept
-9525 0.000 0 *** intercept, trend -1149 0.000 2 *** intercept, trend
Portfolio level -1.969 0299 5 intercept 1stdiff. -9.513 0.000 4 *** intercept
-2.852 0.186 5 intercept, trend -9.366  0.000 4 *** intercept, trend
Other level -1.539 0506 5 intercept 1stdiff. -8.491 0.000 4 *** intercept
-2233 0462 5 intercept, trend -8.365 0.000 4 *** intercept, trend
REER level -0.109 0943 O intercept 1stdiff. -6.621 0.000 0 *** intercept
(log) -1.133 0914 O intercept, trend -6.608 0.000 0 *** intercept, trend
M2 (log) level -1.251 0.646 10 intercept 1stdiff. -6.996 0.000 1 *** intercept
-3.068 0.125 11~ intercept, trend [ (yly) -6.961 0.000 1 *** intercept, trend
Yield(Gowt) level -1.503 0525 1 intercept 1stdiff. -7.282 0.000 0 * intercept
-1.812 0.686 1 intercept, trend -7.276 0.000 O intercept, trend
Stock Price level -0.143 0939 O intercept 1stdiff. -5.728 0.000 0 *** intercept
(Nikkei) (log) -1.767 0.708 0 intercept, trend -6.412 0.000 0 *** intercept, trend
Production level 0.082 0962 1 intercept 1stdiff. -9.799 0.000 0 *** intercept
(S.A) -4.066 0.012 1 ** intercept, trend -10.03 0.000 0 *** intercept, trend
2006-2013 ADF  tadf poalue lag 9" model | ADF  tadf palue lag S model
cance cance
BOJAC level 0.550 0.988 O intercept 1stdiff. -9.947 0.000 0 *** intercept
(log) -5.000 0.001 0 *** intercept, trend -10.54 0.000 Q *** intercept, trend
Monetary Base |level 2852 1000 2* intercept 1stdiff. -3.971 0.003 2 *** intercept
(log) -2.158 0506 0 intercept, trend -8.994 0.000 1 *** intercept, trend
Call Rate level -1.711 0422 1 *** intercept 1stdiff. -5.188 0.000 0 *** intercept
-3.195 0.092 1 ** intercept, trend -5256 0.000 0 *** intercept, trend
FDI level -9.204 0.000 1 *** none 1stdifft. -11.53 0.000 2 *** none
-9.525 0.000 0 *** intercept -1149 0.000 2 *** intercept
Portfolio level -1.974 0298 6 none 1stdiff. -9.854 0.000 4 *** none
-2109 0533 6 intercept -5.002 0.001 4 *** intercept
Other level -4.091 0.002 2 *** none 1stdiff. -8.578 0.000 4 *** none
-2.311 0423 5 intercept -8491 0.000 4 *** intercept
REER level -1.698 0429 1 intercept 1stdiff. -5.953 0.000 0 *** intercept
(log) -1.788  0.702 1 intercept, trend -5.947 0.000 0 *** intercept, trend
M2 (log) level 3.545 1.000 10 intercept 1stdiff. -7.034 0.000 0 *** intercept
-2.636  0.266 11 intercept, trend |(yly) -7.029 0.000 0 *** intercept, trend
Yield(Gowt) level -1.719 0418 0 none 1stdiff. -10.11 0.000 0 *** none
-4.739 0.001 O intercept -10.05 0.000 0 *** intercept
Stock Price level -1.572 0493 0 intercept 1stdiff. -9.616 0.000 0 *** intercept
(Nikkei) (log) -0520 0981 0 intercept, trend -9.621 0.000 0 *** intercept, trend
Production level -1.829 0364 1 intercept 1stdiff. -7.128 0.000 0 *** intercept
(S.A) -2.250 0456 1 intercept, trend -8.870 0.000 0 *** intercept, trend

Note: The period is from April 2006 to June 2013.
Source: Author's calculation based on Bank of Japan and IFS database (IMF)
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Table 2 : Japan : Granger Causality (2001-2013)

2001-2006 FDI Portfolio __ Other __ BOJAC MB___ CallRate _REER M2 Yield Nikkei Prod
FDI 1.386 1.251 0.832 0.509 1.328 0.152 0.765 0.599 2.388 0.999
Portfolio 1.358 1.758 1.211 2.293 0.578 0.372 1.551 1.143 1.001 0.575
Other 0.812 1.573 1.237 1.594 0.347 1.054 1.640 1.438 1.039 0.600
BOJAC 0.158  0.706 0.679 2.829 * 2.564 * 1.488 3.568  0.360 3.705 * 0.534
MB 0.100  2.034 1.525 0.561 1.110 1.544 1.545 0.376 0.829 1.285
Call Rate 0.661 0.124 0.223 2.036 1.225 0.571 1.263 0.615 2.008 3.373 *
REER 2.787 * 0.575 0.493 2.274 1.859 2.574 * 1.417 1.085 2.187 0.187
M2 0.631 6.543 *** 5641 ** 2709 * 4.377 *** 2.691 * 0.409 0.395 0.855 0.590
Yield 0.472  0.325 0.339 0.421 0.278 0.654 0.579 0.365 1.695 2.907 *
Nikkei 3.548 ** 5307 ** 3.412 * 1.967 2.651 * 1.652 1.034 2.023 1.971 3.794 *
Prod 0736 2761 * 2177 1.563 1.084 1.198 1.585 0.412 0.606 0.244

2006-2008 FDI___ Portfolio _ Other _ BOJAC MB __ CallRate REER M2 Yield Nikkei Prod
FDI 0.924 0.782 2504 * 2501 * 0.307 0.290 0.639 0.439 0.689 0.344
Portfolio 0.918 0.259 3.622 ** 2.450 3192 © 2243 1.966 0.432 0.512 1.359
Other 0.770  0.570 3.020 * 2282 2570 ©  2.459 2.080 0.461 0.408 1.405
BOJAC 0.708 1.210 1.625 1.064 0.764 0.120 1.647 0.626 0.507 0.337
MB 0.782 1.910 2.090 2.070 0.623 0.116 1.034 0.278 0.655 0.322
Call Rate 1.661 0.651 0.831 0.314 0.181 0.774 0.608 0.803 0.795 0.336
REER 1267  0.717 0.435 2702 * 1.245 0.940 1.693 0.924 0.862 0.869
M2 0.697  4.395 ** 4.492 ** 2.005 5.493 ** 1.163 1.389 0.296 0.443 0.268
Yield 0.546 1.337 1.393 0.685 1.593 0.157 1.473 0.500 0.516 0.718
Nikkei 1.244 1.933 1.679 0.700 0.263 0.342 2.808 * 0.113 0.086 0.113
Prod 0.830  3.509 ** 3.788 ** 0.394 0.614 1.119 1.995 1.120 0.614 1.432

2008-2011 FDI___ Portfolio _ Other BOJAC MB___ CallRate REER M2 Yield Nikkei __Prod
FDI 0.797 1.548 1.718 1.257 17.61 0.489 0.562 1.661 0.274 2.292
Portfolio 0.701 0.256 5501 " 2.801 * 2.233 1520  4.683 ** 0.541 1.668 0.442
Other 0.855 0.398 4237 7 2529 * 3142 " 0.816 3.612 © 0.583 1.346 0.548
BOJAC 1.467 1.140 1.492 0.781 1.406 0.661 1.057 1.310 5604 ™ 0.730
MB 1612  2.381 2.453 1.017 1.619 1.683 1.346 0.570 3.614 **  0.665
Call Rate 3.343 * 2897 * 3.025 * 4.884 " 2048 1.688 0.800 2.392 0.117 7.559 ***
REER 1.498  3.870 © 3.428 2.363 1.245 10.91 =+ 0.168 2.115 1.882 7.451 ***
M2 1.468  2.488 * 2.379 1.011 1.692 2.581 * 1.969 0.249 1.722 1.053
Yield 0.506  0.499 0.850 0.788 0.317 0.973 *** 0.962 0.746 1.734 0.667
Nikkei 1242 3441 * 3352 * 2727 * 2313 6.274 *** 2.152 1.581 0.939 3.174 *
Prod 0.734  3.846 ** 2920 * 5253 ** 1.541 2.663 * 1.827 0.796 0.820 1.227

2011-2013 FDI___ Portfolio __Other _BOJAC MB___ CallRate _REER M2 Yield Nikkei Prod
FDI 0.250 0.643 0.985 0.667 2.876 * 0.603 1.591 1.807 0.315 0.688
Portfolio 0.377 0.354 4.052 ** 3.341 * 4.051 ** 0.869 4.491 ** 2,046 ** 3.399 *  0.372
Other 0.859 1.202 3.089 * 2788 * 3.819 ** 0.955  4.028 * 3.020 ** 3.575 *  0.513
BOJAC 0.703 5651 * 4.821 * 1.468 1.468 0.411 2577 * 1.306 0.931 0.496
MB 0.687  8.982 *** 6.572 *** 1.459 1.230 0.247 2.099 * 1.907 0.814 0.400
Call Rate 0.369  7.266 *** 7.428 *** 1.014 0.545 0.728 1.485 2.033 0.715 1.159
REER 2.906 * 3.260 * 4.222 ** 0.943 0.411 1.560 2.687 * 0.282 1.368 0.735
M2 0.317 12.46 ** 13.25 *** 2447 2.753 * 1.932 0.981 2.059 0.635 1.164
Yield 0.847  0.584 0.752 0.581 0.648 0.497 1.715 0.275 1.989 1.184
Nikkei 2092 2104 1.829 1.060 1.110 1.082 5.102 ** 1.530 1.141 0.748
Prod 0.336_ 0.901 0.883 1.880 1.315 5.867 *** 1.929 1.281 0.292 0.436

Note: 1 The period is from April 2001 to March 2006; April 2006 to August 2008;
September 2008 to Feburary 2011, and March 2011 to June2013.
2 Calculation based on the average of 1st to 4th lags of the variables.
3 Figures are F-value. ***, **, * denotes significance at 1%, 5%, and 10%.
Source: Author's calculation based on IFS database (IMF), Bank of Japan
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MEFE->Twb, F72, 2008 4 LI (2008-2011, 2011-2013) T AL A A 25 M2 12 %t
THREMDEEE 2 >THBY, 2 2011-2013 EICIZFNDPEE L 2o TW0h, DT &I,
AR TIREATA L EHNO< A =2 by 2 3G THEREZH->TEBY, FMEROTH
AL > TEHANEGRTS PG SNDEEGVHREE->TWE I L 2RT, Thbb, HlO4
BBOE CIREBHSOY A =2 by 72 HHTEIC B> T0AH I L2 EKT 5, T,
2008 4E D FBR B fE U TR HMDOT I ¥ ) —R— 20K IV & LA L DG ST u—
BEHNT A=A by ZICKE LR EFF > TWELE I EERL TV,

=02, FDLICHABEEAR GER%E (Portfolio) B X U ZDflifk% (Other)) D),
HEUYEEFES (BOJAC), ¥ A% —RN—Z2%La— VL — b EOERBOEREDEE RN
RUED A BN Do FFIZ 2008 AEHFERER DG, SREFR2SMILI N T 212250, 20
AL & 2o TWh, THIFEMEA GEREE - ZoME) & ENESHITE (Y
JEFEA, %5 ) —R—R) LOMEOREBREAIHE > TWEILERT, Thbb, -
< v va v 7 DBEOESREMOWKRL 7 1 — ViR BT 2tk o 48, HloE
NERLBOE S NG OB X 120E ) IR ADHRIMAICKELEAENLZ L ERLT WA,

72721, FDIiZa—) b L — MZx LT 2008-2011 4F I FEH ICHEMEDL T L o Twb, &
OWR GG ERORINIIE FDIE Ay M THRIBPIERLTEY, FoOBICIE, &%o
BETFEMEIML 72720, KIEIZI—VL =13 FNIe L TLEALZEALNS, 2O
Bk D4 VOV A RSB THREN S,

VU, 2011 4EDARECIE HERMBEERIS, <42 %) —R—2Z, 2=V L— MIwFhdbibsk
BERZOMRE EHEICHEERA SN S, ZUE 2008 SELLRTICIE R SN 722 & TH
D, FHPEAG A & E N SRR N KR A IC 2o TE 2 2R T,

DLEofERA 5, 2001-2006 4F £ TORMMEMM F TLRE {EMLL, I TIREICEID
T E ST L TV AR Z RIB LT Wb, T4bb, &I Tl HHmNY 2 SRk
MBORZRH L7726, BEP—BIRIBALTHARB LIRS T~ A =28 SN 5 T
HERL TS,

(3) FRIFREDHSDHE

ZWIEC B 2 EAREA (FDI, Portfolio, Other) DZALATH RO ERBORMARTH %
HERMEHESE, ~% 5 ) —R=RIRIZTEEERT 20, VAR EF VIS FlERES
o g % A7z (Table 3)o T ORER, 2006 4 F T E AN AEH A H S L EHSE (BOJ
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Table 3: Variance Decomposition of BOJ Account and Monetary Base

2001-2006

2006-2008

2008-2011

2011-2013

BOJ Account

MB

CALL

S.E.

FDI _BOJAC MB

CALL

FDI__BOJAC MB

CALL

FDI__BOJAC MB CALL

Period FDI BOJAC

0.831 99.17
2573 96.20
2.599 96.05
2.600 96.02
2,602 96.02
2,603 96.01
2.604 96.01
2.604 96.01
2.604 96.01
10 2.604 96.01

OCONOOORWN =

0.000
0.619
0.634
0.635
0.635
0.635
0.635
0.635
0.635
0.635

0.000
0.603
0.719
0.742
0.747
0.748
0.749
0.749
0.749
0.749

0.055
0.060
0.061
0.061
0.061
0.061
0.061
0.061
0.061
0.061

21.07 78.93 0.000
2482 66.24 8.912
2457 65.62 8.915
2445 65.28 8.931
2444 65.15 8.922
2443 65.11 8.930
2443 65.10 8.931
2443 65.10 8.932
2443 65.10 8.932
2443 65.10 8.932

0.000
0.029
0.899
1.342
1.493
1.628
1.537
1.540
1.541
1.541

7.452 92.55 0.000
6.717 83.57 2.603
17.95 73.06 2.380
17.76  71.85 2.922
18.56 70.97 2.892
18.65 70.61 2.902
18.92 70.28 2.892
18.98 70.14 2.896
19.06 70.05 2.895
19.08 70.00 2.895

0.000
7.107
6.610
7.465
7.586
7.841
7.905
7.976
8.004
8.027

9.244 90.76 0.000 0.000
14.00 83.25 1.493 1.255
14.45 82.30 1.476 1.773
14.52 82.16 1.485 1.829
1452 82.16 1.486 1.833
1452 82.16 1.487 1.833
14.52 82.16 1.487 1.833
14.52 82.16 1.487 1.833
14.52 82.16 1.487 1.833
14.52 82.16 1.487 1.833

Period PORT BOJAC

MB

CALL

S.E.

PORT BOJAC MB

CALL

PORT BOJAC MB

CALL

PORT BOJAC MB CALL

0.037 99.96
11.30 87.10
12.74 84.87
13.01 84.44
13.07 84.34
13.08 84.32
13.08 84.32
13.08 84.32
13.08 84.32
10 13.08 84.32

OCONOHA WN =

0.000
0.694
1.046
1.147
1.159
1.164
1.164
1.164
1.164
1.164

0.000
0.905
1.338
1.409
1.433
1.437
1.438
1.439
1.439
1.439

0.051
0.061
0.063
0.063
0.063
0.063
0.063
0.063
0.063
0.063

0.013  99.99 0.000
19.83 74.28 5.875
23.39 70.57 5.998
2410 69.93 5.920
2419 69.82 5.945
2420 69.81 5.945
24.20 69.81 5.945
2420 69.81 5.945
2420 69.81 5.945
2420 69.81 5.945

0.000
0.013
0.042
0.042
0.044
0.044
0.044
0.044
0.044
0.044

3.877 96.12 0.000
23.36 65.78 1.688
2141 6212 1.739
21.30 61.44 2.257
2143 61.19 2.292
2142 61.17 2.291
2141 61.16 2.297
2142 61.16 2.297
2142 61.16 2.297
2142 61.16 2.297

0.000
9.172
14.73
15.00
15.09
15.12
15.12
15.12
15.12
15.12

10.01 89.99 0.000 0.000
27.51 70.72 1.212 0.559
28.56 68.87 1.100 1.467
28.07 68.19 1.177 2.556
28.04 68.02 1.241 2.702
28.05 68.01 1.245 2.701
28.04 68.00 1.245 2.715
28.04 68.00 1.246 2.718
28.04 68.00 1.246 2.717
28.04 68.00 1.246 2.718

Period OTHER BOJAC

MB

CALL

S.E.

CALL

OTHERBOJAC MB

CALL

.045 98.96
1.009 98.46
1.057 98.40
1.067 98.39
1.071 98.38
1.073 98.38
1.073 98.38
1.073 98.38
1.073 98.38
10 1.073 98.38

OCONOOGOHAWN =

0.000
0.509
0.513
0.519
0.520
0.520
0.520
0.520
0.520
0.520

0.000
0.024
0.027
0.027
0.027
0.027
0.027
0.027
0.027
0.027

0.056
0.063
0.064
0.064
0.064
0.064
0.064
0.064
0.064
0.064

OTHERBOJAC MB
1.247 98.75 0.000
13.25 76.40 10.35
15.22  74.27 10.09
15.45 74.08 10.06
15.45 74.06 10.07
15.45 74.05 10.08
15.45 74.05 10.08
15.45 74.05 10.08
1545 74.05 10.08
1545 74.05 10.08

0.000
0.000
0.409
0.409
0.421
0.423
0.424
0.424
0.424
0424

5.555 94.44 0.000
16.24 72.03 5.246
15.21 69.03 5.256
15.22 68.53 5.392
18.51 63.94 5.859
18.00 63.20 6.276
18.01 63.07 6.301
19.53 61.47 6.288
19.51 61.24 6.329
19.51 61.23 6.343

0.000
6.484
10.50
10.85
11.69
12.52
12.62
12.71
12.92
12.92

OTHERBOJAC MB CALL
4.06 95.94 0.000 0.000
17.55 80.76 1.091 0.600
19.71  77.91 1.012 1.369
19.73 76.74 1.098 2.430
19.68 76.53 1.161 2.632
19.70 76.51 1.166 2.630
19.70 76.49 1.166 2.643
19.70 76.48 1.167 2.649
19.70 76.48 1.167 2.650
19.70 76.48 1.167 2.650

Monetary Base

Period FDI BOJAC

MB

CALL

SE.

FDI _BOJAC MB

CALL

FDI _BOJAC MB

CALL

FDI_BOJAC MB CALL

1.710 72.90
2.256 72.48
2275 7243
2275 7242
2276 7242
2277 7242
2277 7242
2277 7242
2277 7242
10 2277 72.42

OCONOTAWN =

25.39
25.02
24.99
24.98
24.98
24.98
24.98
24.98
24.98
24.98

0.000
0.244
0.305
0.317
0.320
0.321
0.321
0.321
0.321
0.321

0.010
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011

19.60 52.64 27.76
2215 47.67 30.15
22.07 47.16 29.52
2191 46.79 29.34
21.89 46.64 29.27
21.88 46.60 29.26
21.88 46.59 29.26
21.88 46.59 29.26
21.88 46.59 29.26
21.88 46.59 29.26

0.000
0.032
1.244
1.961
2197
2.255
2.271
2.276
2.277
2.278

0.016 69.68 30.31
1.654 67.30 28.26
6.284 64.09 26.96
6.245 63.74 27.02
6.588 63.49 26.90
6.62 63.41 26.86
6.726 63.32 26.83
6.744 63.29 26.81
6.770 63.26 26.80
6.779 63.25 26.80

0.000
2.788
2.666
2.996
3.022
3.113
3.131
3.155
3.164
3.171

12.69 82.33 4.981 0.000
14.83 78.55 5.994 0.622
15.06 78.08 5.958 0.910
15.09 78.01 5.958 0.941
15.09 78.01 5.959 0.943
15.09 78.01 5.959 0.943
15.09 78.01 5.959 0.943
15.09 78.01 5.959 0.943
15.09 78.01 5.959 0.943
15.09 78.01 5.959 0.943

Period PORT BOJAC

MB

CALL

S.E.

PORT BOJAC MB

CALL

PORT BOJAC MB

CALL

PORT BOJAC MB CALL

0.004 70.45
8.667 64.84
9.763 63.68
9.969 63.46
10.02 63.41
10.03 63.40
10.03 63.40
10.03 63.40
10.03 63.40
10 10.03 _63.40

CoONOOOBRWN =

29.55
26.03
25.82
25.78
25.77
25.77
25.77
25.77
25.77
25.77

0.000
0.467
0.743
0.788
0.803
0.806
0.807
0.807
0.807
0.807

0.010
0.011
0.012
0.012
0.012
0.012
0.012
0.012
0.012
0.012

0.126  72.99 26.89
10.61 63.18 26.18
11.69 61.97 26.29
11.96 61.84 26.16
11.98 61.80 26.17
11.99 61.80 26.17
11.99 61.80 26.17
11.99 61.80 26.17
11.99 61.80 26.17
11.99 61.80 26.17

0.000
0.016

0.04
0.045
0.046
0.047
0.047
0.047
0.047
0.047

0.047 61.80 38.15
14.83 51.41 30.28
1452  50.69 29.62
14.41  50.65 29.82
14.48 50.62 29.76
1449 5061 29.75
14.49  50.61 29.75
1449 50.61 29.75
1449 50.61 29.75
1449 50.61 29.75

0.000
3.485
5.167
5.121
5.140
5.146
5.146
5.147
5.147
5.147

4.066 88.55 7.387 0.000
21.66 71.29 6.965 0.080
22.82 69.60 6.415 1.159
2251 69.00 6.404 2.080
2251 68.87 6.446 2.181
2252 68.86 6.444 2.182
2251 68.85 6.443 2.194
2251 68.85 6.444 2.196
2251 68.85 6.444 2.196
2251 68.85 6.444 2.196

Period OTHER BOJAC

MB

CALL

SE.

OTHER BOJAC MB

CALL

OTHER BOJAC MB

CALL

OTHERBOJAC MB CALL

3.766 52.39
3.661 53.97
3.711 54.04
3.724 54.04
3.729 54.03
3.731 54.03
3.732 54.03
3.732 54.03
3.732 54.03
3.732 54.03

-
O OCoO~NOODWN =

43.84
42.35
42.23
42.22
42.22
42.22
42.22
42.22
42.22
42.22

0.000
0.015
0.017
0.017
0.017
0.017
0.017
0.017
0.017

0.017

0.011
0.012
0.012
0.012
0.012
0.012
0.012
0.012
0.012
0.012

1.133 74.31 24.56
7.104 64.24 28.66
7.516 63.64 28.64
7.581 63.62 28.59
7.580 63.61 28.59
7.581 63.60 28.59
7.581 63.60 28.59
7.581 63.60 28.59
7.581 63.60 28.59
7.581 63.60 28.59

0.000
0.001
0.202
0.210
0.218
0.221
0.221
0.221
0.221
0.221

0.489 69.87 29.64
10.58 56.03 25.70
10.50 57.48 25.24
10.32 57.66 25.16
12.48 54.53 25.80
12.74 54.06 25.59
12.81 53.93 25.65
13.73 53.25 25.33
14.48 5277 25.10
1461 52.75 25.02

0.000
7.690
6.777
6.856
7.190
7.606
7.620
7.687
7.642
7.625

0.626 93.35 6.022 0.000
16.28 77.45 6.205 0.072
18.33 74.72 5.755 1.189
18.32 73.74 5.751 2.193
18.28 73.58 5.796 2.343
18.31 73.56 5.795 2.342
18.31 73.54 5.793 2.356
18.31 73.53 5.793 2.362
18.31 73.53 5.794 2.362
18.31 73.53 5.794 2.362

Nofe: Standard errors are not shown in the table
Source: Author's calculation based on the data of Bank of Japan
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512, 2008-2011 4F12id, HERMMETHAIIH T2 ¥ = 71k FDLIZ D W TR IR T 3
5—7, fEHE R ZOMBEERATIIIHEIREL 2oTWab, FIZITHSYEHEEICE
7% FDIDE® 5 Y = 713 2006-2008 4E 1213 24.4% (101, LLTFRE) Th - 7245 2008-
2011 4E121& 19.1%, 2011-2013 413 14.5% £ T T L Tw b, 2o —7J5, 2011-2013 41213,
HECY R A0 L CREREE B X 2 oflidkE (Other) b ¥ = 7132 Zhf 28.0%,
19.7% & S B A2 RIZLTW 5,

B, A8 ) —RX—ZTH 2001-2006 4E I IFEE A EE, €oMmixEOLFIED TR
10.0%, 3.7%\2F X2 dro 7275, 2011-2013 4EICiIZZ N2 22.5%, 18.3% F T LA L TW5D,
ZO—7, FDI ®LFHEIX 2006-2008 4F12 21.9% L FHF 57285, V=< > a3 v 7 Lo 2008-
2011 4B T L72zo LA L, 2011-2013 4E021E 0N 15.1% £ TER L Tw5b, Z1id, FDI
WOWTOERBFEOBHE DAL LT M&A BHOB) X (2B L 7= SRHG | 03K & BIE L T
WRIREE D B %,

FRCORRIZ, 2006 FLARE, 70— SVl CERIREITEAE A L, EATEH A DY E N 4
IR E CEEE RIZLCTE 720, =EREEAY (2001-2006) F ToOIRIE K& (%
L L EENTH D, 51T, 2008 4EDY —< ¥ - ¥ a3 v 7 2T R EREHE LG
b HAROERMEAMBOR L & D12, FRICHERIRE - COME 2 SRS EOmMAIC L % HEf
BHEFHAER T DY) —R= 210§ 2R L, 2011 FLARRIE ZMASHE CTH B, D &
I, RETIEFET ETTEROTHBASEHNOESRBORB R (HILYMEHESE, v 425 —
N—=R) CRELREELRIZLTVWEILEZRLT WA,

Vb7 vy o —REER FMRRES BRI X 288, SEREESCOMmEE R LD
EMEEE L LT HRARMMA & HERYEHESE, <45 ) — =A% EOEREOR B
EORPEUPEETTETHE o TCVELI LML o7z TOTLESLICFHLHARS
7280, RIHTIEA V7OV AREEEIC X 25RO E 2N S OFREEMGET 5,
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HAR D SR & GARIIAORE (KH)
(4) A > 7N R SEREE
BARMAEE CEAGARH [CF], FDI, fE#H%% [Portfolio], < DMl [Other]) BIIZ
VAR EF MWDK ARTO A ¥ 700 RIS E B E O R % %W B (2001-2006, 2006-2008,
2008-2011, 2011-2013) %A%, % B, WOICEARKAZEHH (FDI, fEsEE, Zoffks)
FEEX, FTOBBEOREEZB L CELEH»EBVTWS, flzE, =7V (1) (Figzki) <k
FDI o & HEMETHSE, ~ A7) —R—2Z, I—L—FeF 2, 512, FN (2) (W)
T3 FDI Ik T, EEEM AL — b (REER), v A —A by 2 (M2), EEAE Y (Yield),
ARG (Nikkei), $5T.348 (Prod) OMHICERT A EREL TS ¥, LT, %
i, ZoiE b ROy &35,

EFIV[1]: BRYEFES, vRXEFU—AN—X, A—ILL—PMIHTEIHE

BARMAEE (FDL GEA&E, o) X5 HHLNERSE (BOJAC), ¥4 51—
~R—2 (MB), a—)L—1 (Call Rate) 2k 2ZL%E A B0, HEAFRAEE %R
WZECHI LA > 780 AR B o0t L7z (Fig.9-1~9-3) 6

$—12, FDLIZIA SR AEHOMM (2008-2011 4F) 12i& 3 —v L — Mox LTIk
MREREEZHZ EREDEMA TS (Figd-1. 2hid, HARSOHEZERELTT
DT N OBEERE AL, FDIEE (v ) SENO I =)V L — MIx LT RS
N RS2 EDREND TOFRERIIHAD T L ¥ Y v — BN R E BENTH b
A, mIEREATY (2001-2006 4F) & H7R D, 2006 4 LR CIZRESR 1L H S T4,
RAF)—=R=Z, EHICT—= VL= ML THHMIHEETREREEEZH->Twb 2L
MHERR SN, WO L v Vv —RREOMR EEAINTH Do FFIC 2011-2013 4FIZHHZE I
FoTBWVABLREENAOND (Fig9-2), 2D XX, WHGESRZEHENO &/l
L2 BB PRLCTEIZZ L ERT,
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Fig.9-1: FDI, BOJ Account, Monetary Base, Call Rate

Japan: Impulse Response to FDI (2001-2006) [1]

FDI BOJAC MB Call Rate
3,000 3,000 3,000 3,000
2,000 2,000 2,000 2,000
01,000 1,000 1,000 1,000
w /
0 0 0 A 0
-1,000 -1,000 -1,000 -1,000
155156 o T35 4567 i TE e IR ERE]
.06 .06 .06 .06
04 04 04 .04
2
S 02 02 02 .02
g
.00 .00 00 .00
02 -02 -02 -02
IR A o T35 4567 7 Ti e IR ERE
010 010 010 010
005 005 005 005
o
=
.000 .000 .000 000
-.005 -005 -005 -005
IR o TS5 55 b7 i Ti e IR R
004 004 004 004
0003 003 003 .003
002 002 002 .002-|
& o1 001 001 001
& 000 .000 .000 000
-.001 -.001 -001 -001
-.002 -.002 -002 -002
IR o T 55 &5 b7 7 Ti e IR ERRE]
Japan: Impulse Response to FDI (2006-2008) [1]
FDI BOJAC MB Call Rate
6,000 6,000 6,000 6,000
4,000 4,000 4,000 4,000
2,000 2,000 2,000 2,000
o
2 o0 o 0 [y —
-2,000 -2,000 -2,000 -2,000
-4,000 -4,000 -4,000 -4,000
T 3s T3 %s R TS 5567
08 08 .08 08
04 04 04 04
g
S 00 .00 .00 .00
o
D o4 -04 04 -04
~08 4 =084 -08 T -08 T
Tiibs RS R IR
015 015 015 015
010 010 010 010
o 005 005 005 0051
= o000 000 000 0004
-.005 -.005 -005 -005{
-010 -010 -010 -010
TI 315 IR IR R TE 54567
.06 .06 .06 .06
04 04 04 04
o
©
5 o 02 .02 02
= 00 00 00 00
O o2 -02 -02 -02
-04 -04 -04 -04
T35 ¢ TI it R TS 5567

18 (212)




H AR D SRl Uk & G AU I A D5

Japan: Impulse Response to FDI (2008-2011) [1]
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Japan: Impulse Response to FDI (2011-2013) [1]
FDI BOJAC MB Call Rate
6,000 6,000 6,000 6,000
4,000 4,000 4,000 4,000
5 2,000 2,000 2,000 2,000
w
0 _ 0f ol . 0l
-2,000 -2,000 -2,000 -2,000
J IRBERRE IREEEERE TE IEEERRE
08 .08 08 .08
.06 .06 .06 .06
Q 04 .04 04 04
S o 02/ 02 02
8 0o . .00 .00 e .00
-02 -.02] -02 -02
-04 -04 -04 -04
IRERRE IREEEERERE) 5 1 IR
Response of DLOGMB to DLOGBQUAC
03 0 03 0
02 .02 02 02
o 01 014 01 01
= 004 .00 .00 - 00
-01 -01 -01 -01
-.02 — — 02— -.02 —— -.02 T
TE e IREEEEREE) TE % 1 TEEE 7
008 .008 .008 .008
o 004 004 | 004 004
© -
@ o000 000 - .000 e 000\ .
K]
O -.004 -004 -004 -004
-.008 -.008 -.008 -.008
Te 7 b IREEEERER) R i IRERE

# OkH)

(213) 19



AT HEN

26-2, October 2013

Fig.9-2: Portfolio, BOJ Account, Monetary Base, Call Rate

Japan: Impulse Response to Portfolio (2001-2006) [1]
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Japan: Impulse Response to Portfolio (2008-2011) [1]
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Fig.9-3: Other Investment, BOJ Account, Monetary Base, Call Rate

Japan: Impulse Response to Other Investment (2001-2006) [1]
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Japan: Impulse Response to Other

HADSRBOR & BRI AOEH OKH)

Investment (2008-2011) [1]
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Japan: Impulse Response to Other Investment (2011-2013) [1]
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BT, Tofiid EHMES) FEEREE L FMk HEMERSE, %5 —X—212
F\T§ 503 2001-2006 4EIZBUER TH > 72 (Fig.9-3)e LA L, ZOMFEEIF 2006 45 LUK
BICHBEREEERO L4, 2008 FLARE (2008-2011, 2011-2013), HERLMETHSE, ~
FF ) = N= 2R LIEF A B R R Z RIZL, TR 2HANALN S, 512,
2011-2013 4E1Cid T — WV L — M L TCOAEBALZHEN L %> T b,

%3, AN Tl FDL G EE, ZoMiixEE b Ay PORAZERE L TW5ERS, F 0
A (FAG) DA TSR E  CEMERE LKL LGS (RRRTIRAN), v% 5 ) —~X—
2 (BOHSYEETES) R — VL — MIT2HEER L VEEICALND,

U ED XIS, RETIET T HHROGMBOREBEARMIL AIIKE AL ENT WS,

TV [2] - ABES, &S XARBECRETRE

ZITIE, BRBRAZHHOEREN AL - (REER) ,¥~%—Z v 2 (M2), Eff
Y (yield), HREF¥HAN (Nikkei), $i T4 (Prod) XK ¥ 2HEX* KT %
(Fig.10-1, 10-2, 10-3) o

4—12, FDI & 2001-2006 £, 2006-2008 4E DI & b 8 TREAEICH LTIE L ALHE
REBIIA SNV, 2008-2011 FEDY) —< ¥ a v 7 DO SRR T, FDI it ADSE
TRAEIIHBETERVLODRY T4 7B e 5.2 Tz, L L, 2011 FEDEIZ 2 s
AONBLBoTWD, TO—F, ilh#E, ToMPEo L) 2HHgEadEARN I
o (kv b)) LTBY, ENOSTEEEICHEREEY S Z TRV, D EORRI
WD 7L T v — RO REEEHTH S,

BT, REARIEEE, SRRSO TR E 2B H-TBY), A=A v
7 (M2) ROEEAEY (Yield), H# VIl (Nikkei) (I8 L CTHEREENHALN L,
FFIZ 2008-2011 4F, 2011-2013 4TI & & FEHRPCETRAE M2 120 L THOBEL RIFL
TWwa, Thbb, fEHREERA R oIk M2 2@ B SETwb, Thid,
WNESEEENOT A= My 7 PRBNLERE R TVWDE I ERRL, HiBDOTL ¥
Vry —HREOR R EEEGNTH D,
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Fig10-1: FDI, REER,M2, Yield, Nikkei, Production

Japan: Impulse Response to FDI (2001-2006) [2]
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Japan: Impulse Response to FDI (2008-2011) [2]
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Japan: Impulse Response to FDI (2011-2013) [2]
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Fig10-2: Portfolio, REER, M2, Yield, Nikkei, Production

Japan:Impulse Response to Portfolio (2001-2006) [2]
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Japan:Impulse Response to Portfolio (2008-2011)[2]
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Fig10-3: Other, REER, M2, Yield, Nikkei, Production

Japan:Impulse Response to Otherinvestment(2001-2006) [2]
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Japan:Impulse Response to Other Investment(2008-2011) 2]
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Fig. 11-1: BOJ Current Account (Foreign Banks)
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Fig11-2: BOJ Current Account (Commecial Banks in Japan)
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HAR 0 B & SR A OB ()
Effects of International Capital Flows on
Monetary Policy in Japan

This paper examines the effectiveness of monetary policy on domestic monetary and
financial markets as well as the real economy in Japan under increasing capital flows. The effects
of capital flows on the domestic monetary markets and the real economy in Japan from 2001 to
2013 are analyzed by the VAR (Vetor autoregressive) model. The result shows that the monetary
base (including the Bank of Japan Current Account), as well as the call rate have become
increasingly influenced by capital flows recently, and that the monetary policy has become
increasingly ineffective. The monetary policy has thus become less effective in controlling the
domestic market, as part of the policy tools used in reviving and expanding the real economy. On
the other hand, the effects of capital flows, especially portfolio and other investments, have put
significant impact on the monetary stocks (M2), foreign exchange rate (real effective exchange
rate), as well as real economy (industrial production). It is also shown that the excess reserves of
the BOJ Current Account may be utilized for financial investment by foreign banks, not for
investment in the real economy. Therefore the monetary authority is expected to coordinate with
the major overseas monetary authorities, especially FRB, in considering the effects of monetary

policies on the global economy and markets.

(OHTHA, Hideaki, Professor, College of International Relations, Ritsumeikan University)
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