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in the 1990s”
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“Preventing Deflation : Lessons from Japan’s Experience

our sense is that much of the failure of monetary loosening to

support asset prices and to boost the economy owed to offsetting

shocks rather than to a genuine breakdown of the monetary

transmission mechanism. The “financial headwinds” associated with

the collapse of asset prices probably did, to some extent, hinder the

ability of monetary policy to boost activity. ...... Even so, there is little

evidence that the transmission channels of monetary policy were so

diminished as to have obviated the benefits of faster and sharper

monetary easing in the 1991-95 period.

Ahearne et al. (2002), FRB International Finance Discussion Papers, No. 729
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