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The global spread of COVID-19 has prompted many countries to adopt expansionary fiscal
policies. Japan, which had already reached an unprecedented level of outstanding government
bonds, issued an even larger amount of government bonds, and the Bank of Japan provided
liquidity through funding support. As a result, the ratio of monetary base to nominal GDP jumped to
110% from 90% before the spread of COVID-19. Such liquidity provision has created a situation in
which it is not obvious that deflation or low inflation will continue after COVID-19 is resolved.

In Japan, interest rates have not risen in the past even when government bonds have been issued.
After the convergence of COVID-19, the inflation rate may rise, albeit at a low rate, and if that
happens, the government will be forced to manage its finances with interest payments putting
pressure on policy expenses. In particular, the supplementary budgets in fiscal 2020 saw a
massive increase in government bonds issuance, with the result that the majority of new
government bonds issued in fiscal 2020 will have maturities of two years or less, making the
maturity structure of government bonds noticeably shorter and more vulnerable to interest
fluctuation risk.

The economic and fiscal policies after the convergence of COVID-19 should take income
redistribution into consideration, but policy efforts should be made to get out of fiscal dependence.
The economic disparity is expected to have widened. Through this research this year, | found the
necessity of implementing tax reforms to shift from the current tax system, in which income
taxation accounts for a large portion of tax revenue, to consumption taxation, which is more
enhancing to economic growth in Japan. | also confirm the need for the government to implement
policies to change the economic structure so that it does not stagnate even if taxes are raised,
rather than fearing that the economy will stagnate when taxes are raised.

Notes

Genre

Research Paper

URL

https://koara.lib.keio.ac.jp/xoonips/modules/xoonips/detail.php?koara_id=2020000008-20200209

BREZBAZZMERVRD MU (KOARA)ICEEE M TWA AV TUY OEHFIER. ThThOEEE, FLELEHRLRTECREL. TOERBEHFEELCELST
REENTVET, 5|ACHLE> TR, EFEELEZETLTIFIAEZ L,

The copyrights of content available on the KeiO Associated Repository of Academic resources (KOARA) belong to the respective authors, academic societies, or
publishers/issuers, and these rights are protected by the Japanese Copyright Act. When quoting the content, please follow the Japanese copyright act.



http://www.tcpdf.org

2020 FFE  FHERAET S (EAME) wrrpreasss 2oz 1z T

iY==} REEE B4 Bz
WRREE BNZE 200 (B) M
K4 T /E X K4 (¥FB) |Takero Doi

HHIERE (AAFE

FERIOTVANADBREIBERALIREICE T DM BBEROMRICET S0

e (GER)

An analysis of the effects of fiscal policy before and after the convergence of COVID-19

1. HIREBRFROBE

HEOOFTIOAILR LT HEaO0F) OHBRHEBRELKICE>T, FEELHNGRMEMBBELZEC -, EERSNT TIZEXSE
ADHBIZELTWSDOAETYH., EEESSHICKERITITIEELIC. BABRTLESBYEBELE THREMHRHBZIT o=, ThIZ
&Y, vRA)—_R—Z%t4 B GDP Lbld, FHEaOF LI KATD 90%MD 110%~NERAER L=, IS5LEREE ML F. HEan
FUNERZICIETILREATIUA BT LT BBICHETEAOIRREZEYHLTLS,

HHETIE, ChETEEZEELTEEME LR LG oA, ZNIETRDE 125D T, BEROBEREMEF>T. F+5
EIEVWZHAYLRY LB EED TEEASTH S, FEaIOFIGEE L. BETHNAUILUICLELAREEELHY . F51bE
FIIEAMENRELZ T B TAIMBUEELRIVSND, F(2. 2020 FEBEFEICBLNT. BENKEERINEMN, FRIZ{ES
T.2020 EEICHBRITLEFEEDOBEINELTORBRIBDLDEL->T, BEICEFEOBIHEBRIEHEL,. EREH)RVIZH
ERANY

FHAEOOFINEZ OB FUBRBE L. FIEBELRICERELDDL. MBIKENSIRITHEEALSIBEHESANRDODOND, HEO
OFOFEET. REZZCEXEBFICHEVRBABLLERIALNHS—A T, BRGEEHBLET O THRENLELT. ZOERE
#Z2H=RiFEH->T. BEBREJILARLIZERRAEND, 2020 EECHITEAMEEFEL T, BAFSER BB N EEEET R
LoD FiFRBRICESHAEMMTVBRTORF IS, BFRREBNNAEBERERICO IS EIFHHHEETEHETEREL
THHERERH L IR THIERENMERTEEBNDIOTIEAL EHLTHERLGENEFESCEREL TOREEER
TELEHLERTE -,

2. MRERRAEEOME FHR)

The global spread of COVID—-19 has prompted many countries to adopt expansionary fiscal policies. Japan, which had already reached
an unprecedented level of outstanding government bonds, issued an even larger amount of government bonds, and the Bank of Japan
provided liquidity through funding support. As a result, the ratio of monetary base to nominal GDP jumped to 110% from 90% before
the spread of COVID-19. Such liquidity provision has created a situation in which it is not obvious that deflation or low inflation will
continue after COVID-19 is resolved.

In Japan, interest rates have not risen in the past even when government bonds have been issued. After the convergence of
COVID-19, the inflation rate may rise, albeit at a low rate, and if that happens, the government will be forced to manage its finances
with interest payments putting pressure on policy expenses. In particular, the supplementary budgets in fiscal 2020 saw a massive
increase in government bonds issuance, with the result that the majority of new government bonds issued in fiscal 2020 will have
maturities of two years or less, making the maturity structure of government bonds noticeably shorter and more vulnerable to interest
fluctuation risk.

The economic and fiscal policies after the convergence of COVID—19 should take income redistribution into consideration, but policy
efforts should be made to get out of fiscal dependence. The economic disparity is expected to have widened. Through this research
this year, I found the necessity of implementing tax reforms to shift from the current tax system, in which income taxation accounts
for a large portion of tax revenue, to consumption taxation, which is more enhancing to economic growth in Japan. I also confirm the
need for the government to implement policies to change the economic structure so that it does not stagnate even if taxes are
raised, rather than fearing that the economy will stagnate when taxes are raised.
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