LI

fBH H— GRECRFHIR)

PFRE 7 ERVERZO 70— OVEFE TR, BHRROW T EEEICBWTH EY
BEHNOBENILE > TWwb, HHEFPELNEAKEIZSH LR T, KIKkE LT
GDP I3 7E GDP oK% KE L FHl>TWwh W) BREEAENTH L, 95 Lizk
MT, N=N—= PR~ — X, BUT O EEERFD > DD O ER T HIARF)
TFHRPEE D E V) FRICH> TWADTIZ R WA L) BRI 2G5 %
PR L7ze 72720 DAETIE, KEF, KR, K1 v 7L Evo oo EEEE 3t
ORI Z . N R EEOBUFES RS & Vo 72T L TH RS R E
Vo 29 L2, T, HARFOBELNIZIRIIZOWT, HAMB OBk 53R %
ST A LB TORELECREELES 2 5,

Mz T, BEEMPLEEEE TN L, EROESMBERDITZ RWHT, &Y -
BHREANC & 2 R SRMBER RS L, BIETIA~ A FASH E Vo 23 LWH
SEHPBEINT VD, T L7ZRIT T EREFERBIMEBE~OREIZOWT,
R ERBOR DR RN T 2 EREN MR LA BERT 2 2 L QLT L > T b,

D boEE#ICES X, AFETIE. RIEGER OB S HABEOBRST %
119 & &b, MM ERECRAI R DOEFETIT 2170 720 AFIL, KRE T T
(1) EEEwEmICHEEST 200 e (2) HEHWERMBOR ORI RIS 5580 25
DTN =TI Lo THEE S L7z,

F RIS ICBE S 2 00 Cld, ZfFE— - ANEFE O KA LR E 2 5
NG 2 53 % . AR — KOS R 3 & Ok L 72 R [ %, R.A . Braun - il
B2 OMKD RS RARIERIC5 2 2 8EE enegit Lz, 72, &K
SHROFRIZE LT, BINE& - BIIEEEOW KA B EZ OB, S IBHRE—IK
WEEBEEAFOBIS 2. ENENGT L7,

—77 . FEHMMERBOR ORI 2 500 Cld, AEE - F 1 - REMH=0%
KA AR & 2 RATEENOEL, IWRERICOHARICB T 28/ 7L
RADREE ZNENGH L7ze 72, R.Dekle RIFARIZBT 2 EBBEENT ¥
THENCD L ZERNRE S 72O EELE L7,

INLOFLICBIT biEd. WCOPDREDTICEH SN TWE70, #i%
FEBICBORIDHAT A I EILELD Lk e L Ly Wihed sl s
SIINETH Y. BREMRRICHO HARFICH L TCEL0faREA T r—a v
RO TWL EEZ BN,



Foreword

Shin-ichi FUKUDA (University of Tokyo)

Following the global financial crisis, there have been growing concerns that advanced
economies—Japan, the United States, and economies in Europe-may be facing a period
of prolonged economic stagnation. With nominal interest rates at record lows, a promi-
nent view is that GDP in these economies remains well below potential GDP. Larry
Summers of Harvard University has proposed the so—called “secular stagnation”
hypothesis, which suggests that, for a variety of reasons, advanced economies may
have fallen into situation of negative natural interest rates. Major economies commonly
face the challenges, namely, low interest rates, low growth, and low inflation. However,
in Japan, there are another concerns that major causes of economic stagnation are the
decline of the population and massive government debt. A critical policy issue in Japan
therefore is to examine the challenges from a Japan-specific perspective.

Moreover, with the decline in nominal interest rates to around zero, conventional
monetary policy is no longer ineffective. The Bank of Japan thus has adopted uncon-
ventional monetary policy measures relying on quantitative and qualitative easing,
giving rise to the new phenomenon of a negative interest rate. These developments
mean that it is necessary to accumulate empirical evidence on the effects of unconven-
tional monetary policy on the real economy and overseas economies.

Based on the above considerations, this issue examines Japan's current economic
situation from the perspective of the secular stagnation hypothesis and presents the
results of empirical analyses on the effects of unconventional monetary policies.

In the first part focusing on the secular stagnation hypothesis, Futagami and Konishi
(Chapter 1) examine the impact of demographic issues on economic growth, while
Nakamura (Chapter 2) examines the cause of the decline in investment, and Braun
and Nakajima (Chapter 3) look at the role of income distribution in economic
stagnation. Meanwhile, Sakuragawa and Sakuragawa (Chapter 4) and Matsubayashi
(Chapter 5) examine the reasons for the recent low interest rates from the
perspective of government debt and the perspective of global funds glut.

In the second part focusing on the effects of unconventional monetary policy,
Tachibana, Inoue, and Honda (Chapter 1) examine the impact of quantitative easing

on bank lending, while Okimoto (Chapter 2) looks at the effect on inflation expec-
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tations in Japan. Finally, Dekle (Chapter 3) considers whether monetary policy in
Japan has had any spillovers effects in other countries in Asia.

When considering how to reflect the results of the studies in actual policies, it should
be noted that they are based on various restrictive assumptions. Nevertheless, all of
them provide important insights from an academic perspective and may contain useful

lessons on how to overcome Japan's prolonged economic stagnation.
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