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Two studies were advanced in this research project.

The first study examines the impact of the BOJ's holdings of exchange-traded funds (ETFs) using
a variety of data, including yields on individual stocks. In March 2023, the BOJ ended its purchases
of ETFs, which it had been doing since 2010, but the BoJ has announced no plans to sell any ETF
and is expected to continue to hold large amounts in the future. The results of my analysis suggest
that the impact has been and continues to be very large and distortive to the market. The study
was presented at conferences. Following the comments received, | added many new analyses and
revised the paper. In FY2024, | plan to present this research to receive comments on the new
analyses, revise the paper as necessary, and submit it to a high-level academic journal.

The second study concerns the relationship between long-term interest rates and inflation and
other factors. The relationship of how the central bank changes short-term interest rates in
response to changes in the economy and inflation is known as the monetary policy rule. The theory
shows that, depending on the rule, people form different expectations, and thus, the responses of
the economy, prices, asset prices, etc., to various shocks and fiscal policies differ greatly. For this
reason, there have been a number of studies that have attempted to empirically examine what kind
of rules the central bank actually adopts. In recent years, however, the central bank has begun to
use long-term interest rates as its primary policy instrument, and this is particularly true in Japan,
where short-term interest rates have remained near zero. In this study, | use data on individual
economists' forecasts of long-term interest rates, inflation, and GDP to estimate how economists
perceived the policy rule at each point in time and how they believed it would affect the economy. |
will also analyze the relationship between these perceptions and the BOJ's various policies, such
as government bond purchases, forward guidance, and yield curve control. | have already
completed the estimation of the rule. | plan to conduct additional analyses and conference
presentations and to complete the first draft by the end of FY2024.
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[Two studies were advanced in this research project.

The first study examines the impact of the BOJ's holdings of exchange-traded funds (ETFs) using a variety off
data, including yields on individual stocks. In March 2023, the BOJ ended its purchases of ETFs, which it had
been doing since 2010, but the BoJ has announced no plans to sell any ETF and is expected to continue to
hold large amounts in the future. The results of my analysis suggest that the impact has been and continues to
be very large and distortive to the market. The study was presented at conferences. Following the comments
received, | added many new analyses and revised the paper. In FY2024, | plan to present this research to
receive comments on the new analyses, revise the paper as necessary, and submit it to a high-level academic
journal.

The second study concerns the relationship between long-term interest rates and inflation and other factors.
The relationship of how the central bank changes short-term interest rates in response to changes in the
economy and inflation is known as the monetary policy rule. The theory shows that, depending on the rule,
people form different expectations, and thus, the responses of the economy, prices, asset prices, etc., to
various shocks and fiscal policies differ greatly. For this reason, there have been a number of studies that have
attempted to empirically examine what kind of rules the central bank actually adopts. In recent years, however,
the central bank has begun to use long-term interest rates as its primary policy instrument, and this is
particularly true in Japan, where short-term interest rates have remained near zero. In this study, | use data on
individual economists' forecasts of long-term interest rates, inflation, and GDP to estimate how economists
perceived the policy rule at each point in time and how they believed it would affect the economy. | will also
analyze the relationship between these perceptions and the BOJ's various policies, such as government bond
purchases, forward guidance, and yield curve control. | have already completed the estimation of the rule. |
plan to conduct additional analyses and conference presentations and to complete the first draft by the end of|
FY2024.
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