Overcoming Deflation: Theory and Practice

Speech at Keio University in Tokyo

June 20, 2016
Haruhiko Kuroda

Governor of the Bank of Japan

. Chart 1
Mechanism of

Quantitative and Qualitative Monetary Easing (QQE)

Strong and clear commitment
Massive purchases of JGBs to achieve the price stability

target of 2 percent

Nominal = |nflation expectation — Real
interest rates ation expectations — interest rates

Decrease Decrease
Lending
and capital
market

Actual
inflation rates




Scope for Additional Monetary Easing
In Terms of Three Dimensions

Chart 2

Chart 3

Expansion in the Monetary Base and JGB Holdings
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Phillips Curve
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Chart 6
Progress in Academic Research

on Monetary Policy Rules
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Note: The potential growth rate is estimated by the Research and Statistics Department, Bank of Japan. Figures for the second half of fiscal 2015
are those of 2015/Q4.
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Ministry of Economy, Trade and Industry; Research Institute of Economy, Trade and Industry.




