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The process, effect and revelation of the ultra-loose monetary

policy of BOJ

Executive Summary

Most of the time from 1999, Bank of Japan (BOJ ) carried out zero-interest-rate policy
and quantitative easing monetary policy ( short for “ultra-loose monetary policy”) to
achieve some positive effects.But there are some of deficiencies: first, the supply of
Japanese currency doesn’t increase correspondingly. Second, the effect of eliminating
deflation is not ideal. Third, most of the money circulates in the financial field. Fourth,
the effect of stimulating household consumption is not significant. Fifth, the effect of
promoting investment is unsatisfactory. Sixth, the effect of stopping the yen's

appreciation is not good.

The technical reasons of these deficiencies is as follows: First of all, the lending ability
and willingness of the financial institutions weakened the ultra-loose monetary policy
effect. Second, the lending will of entity enterprise was very weak. Third, the "carry

trade" of yen also offset some of the ultra-loose policy effect.

The revelation of the Bank of Japan ultra-loose policy is as follows: First, the monetary
authorities to maintain and enhance their own credibility is an important aspect of
playing the positive role of monetary policy. Second, the effect of ultra-loose policy to
stimulate the real economy is limited. Third, ultra-loose policy couldn’t effectively recover
the financing function of credit market. Fourth, the quantitative easing policy

implemented by the monetary authorities has multiple potential risks.
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