January 22, 2009
Bank of Japan

Statement on Monetary Policy

1. At the Monetary Policy Meeting held today, the Policy Board of the Bank of Japan decided,
by a unanimous vote, ") to set the following guideline for money market operations for the

intermeeting period:

The Bank of Japan will encourage the uncollateralized overnight call rate to remain at around

0.1 percent.

2. Exports have been decreasing substantially reflecting a slowdown in overseas economies, and
domestic demand has become weaker against the background of declining corporate profits
and the worsening employment and income situation in the household sector. Financial
conditions have become tighter. Under these circumstances, economic conditions have been
deteriorating significantly and are likely to continue deteriorating for the time being.
Meanwhile, CPI inflation (excluding fresh food) has recently moderated reflecting the
declines in the prices of petroleum products and the stabilization of food prices, and will likely
become negative by this spring with increasing slackness in supply and demand conditions.
The Bank's baseline scenario through fiscal 2010 expects that, with the assumption of
medium- to long-term growth expectations and inflation expectations remaining generally
unchanged, the economy will, from the latter half of fiscal 2009, start recovering and price
declines will abate as global financial markets regain stability and overseas economies move
out of their deceleration phase. Although this scenario offers prospects for the economy to
return to a sustainable growth path with price stability in the latter half of the projection period,

uncertainty is high.

3. Compared with the projections presented in the October 2008 Outlook for Economic Activity
and Prices, growth prospects for fiscal 2008 and fiscal 2009 have shifted significantly
downward and the growth rates are expected to be negative. In fiscal 2010, the growth rate
is projected to recover to around 1.5 percent. Turning to prices, the year-on-year rates of

change in domestic corporate goods prices are expected to be lower, notably for fiscal 2009,

[Note] Voting for the action: Mr. M. Shirakawa, Mr. H. Yamaguchi, Mr. K. G. Nishimura, Ms. M. Suda, Mr. A.
Mizuno, Mr. T. Noda, Mr. S. Nakamura, and Mr. H. Kamezaki. Voting against the action: None.



than the October projection. The year-on-year rates of change in consumer prices (excluding
fresh food) are also expected to be lower than the October projection; recording a decline of

around 1 percent in fiscal 2009 and somewhat less in fiscal 2010.

With regard to risk factors, much depends on global financial conditions as well as
developments in overseas economies, and attention will need to be paid to the downside risks
posed to economic activity. In addition, there is a risk of a further weakening in domestic
private demand through a decline in firms' medium- to long-term growth expectations, raising
pressures for adjusting capital stock and employment. If financial conditions should tighten
further, pressures acting to depress economic activity from the financial side may become
more marked and an adverse feedback loop between financial and economic activities may
intensify. Turning to prices, there is a possibility that the inflation rate will decline further if
downside risks to economic activity materialize or commodity prices fall. In this case, the
risk of a decline in medium- to long-term inflation expectations of firms and households

warrants attention.

Since last fall, the Bank, in addition to reductions in the policy interest rates, has been
conducting various measures to support Japan's economy from the financial side such as the
substantial provision of liquidity and implementation of measures to facilitate corporate
financing. Today, the Bank, among other policy decisions, outlined its principles regarding
outright purchases of corporate financing instruments, and decided on the specifics of outright
purchases of CP as well as agreed to examine outright purchases of corporate bonds (see
Attachment). The Bank will continue to carefully assess the future outlook for economic
activity and prices, closely considering the likelihood of its projections as well as risk factors,
and to exert its utmost efforts as a central bank to facilitate the return of Japan's economy to a

sustainable growth path with price stability.



Appendix 1

Forecasts of the Majority of Policy Board Members

y/y % chg.
Real GDP Domestic CGPI CPI (excluding fresh food)
: -2.0to-1.7 +3.0 to +3.2 +1.1to +1.2
Fiscal 2008 [-1.8] [+3.1] [+1.2]
Forecasts made in +0.1 to +0.2 +4.3 to +4.8 +1.5to+1.6
October 2008 [+0.1] [+4.6] [+1.6]
. -2.5t0-1.9 -7.0 to -6.0 -1.2t0-0.9
Fiscal 2009 [-2.0] [-6.4] [-1.1]
Forecasts made in +0.3 to +0.7 -141t0-0.4 -0.2 to +0.2
October 2008 [+0.6] [-0.8] [0.0]
. +1.3t0+1.8 -1.5t0-0.8 -0.6 t0 0.0
Fiscal 2010 [+1.5] [:0.9] [-0.4]
Forecasts made in +1.5t0+1.9 -0.3to +0.5 +0.1 to +0.5
October 2008 [+1.7] [+0.3] [+0.3]

Notes: 1. Figures in brackets indicate forecast medians.

2. The forecasts of the majority of Policy Board members are constructed as follows: each
Policy Board member's forecast takes the form of a point estimate, namely the figure to
which he or she attaches the highest probability of realization. These forecasts are
then shown as a range, with the highest and lowest figures excluded. It should be

noted that the range does not indicate the forecast errors.

3. Individual Policy Board members make the above forecasts with reference to the view
of market participants regarding the future course of the policy interest rate -- a view
that is incorporated in market interest rates.

4. The forecasts of all Policy Board members may be summarized as follows.

y/y % chg.
Real GDP Domestic CGPI CPI (excluding fresh food)

Fiscal 2008 -2.0to-1.6 +2.8 to +3.2 +1.0to +1.2
Forecasts made in 0.4 t0 +0.3 +4.0 to +4.8 +1.51t0 +1.7

October 2008

Fiscal 2009 -2.8t0-1.8 -7.0to -5.0 -1.3t0-0.8
Forecasts made in +0.3 to +0.8 1.510-0.2 0.3 to +0.3

October 2008

Fiscal 2010 +1.2 to +2.0 -1.8t0 -0.5 -0.7t0 0.0
Forecasts made in +1.3 to +2.0 0.3 t0 +0.6 -0.1to +0.5

October 2008




Appendix 2

Risk Balance Charts
(1) Real GDP (2) CPI (Excluding Fresh Food)
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Notes: 1. Vertical axes in the charts represent probability (%), while horizontal axes represent the year-on-year percentage

changes in the respective indicators. Bar charts represent the probability distributions in January 2009, and
solid lines represent those in October 2008.

2. Vertical dashed heavy lines indicate the median of the Policy Board members' forecasts (point estimates).
O—o0 indicates the range of the forecasts of the majority of Policy Board members. A- - - A indicates
the range of the forecasts of all Policy Board members.

3. Vertical dashed thin lines indicate the median of the Policy Board members' forecasts (point estimates) in October 2008.

4. For the process of compilation of the Risk Balance Charts, see the box on page 9 of the April 2008 Outlook for
Economic Activity and Prices .



Attachment

Policy Decisions

1. Basic principles regarding outright purchases of corporate financing instruments (see

Document 1)
2. Outright purchases of CP (see documents 1 and 2)

3. Examination of outright purchases of corporate bonds with a residual maturity of up to one

year (see Document 1)

4. Acceptance of debt instruments issued by real estate investment corporations as eligible

collateral (see Document 3)

5. Expansion in the range of Japanese government bonds accepted in outright purchases and
introduction of purchases from specific brackets classified by bond type and residual maturity

(see documents 4 and 5)

Document 1: Outright Purchases of Corporate Financing Instruments

Document 2: Establishment of "Principal Terms and Conditions for Outright Purchases of CP"
Document 3: Amendments to "Guidelines on Eligible Collateral"

Document 4: Outline of Outright Purchases of Japanese Government Bonds

Document 5: Amendments to "Principal Terms and Conditions for the Outright Purchase/Sale of

Japanese Government Bonds"



(Reference)

Meeting hours:
January 21: 14:00-17:17
January 22: 8:30-13:38

Policy Board members present:
Masaaki Shirakawa (Governor)
Hirohide Yamaguchi (Deputy Governor)
Kiyohiko G. Nishimura (Deputy Governor)
Miyako Suda
Atsushi Mizuno
Tadao Noda
Seiji Nakamura
Hidetoshi Kamezaki

(Others present)
January 21
From the Ministry of Finance:
Chikara Kawakita, Deputy Vice Minister for Policy Planning and Co-ordination
(14:00-17:17)
From the Cabinet Office:
Bunshichi Fujioka, Vice-Minister for Policy Coordination (14:00-17:17)
January 22
From the Ministry of Finance:
Wataru Takeshita, Senior Vice Minister of Finance (8:30-13:03,13:10-13:38)
From the Cabinet Office:
Bunshichi Fujioka, Vice-Minister for Policy Coordination (8:30-13:03,13:10-13:38)

Release of the Monthly Report of Recent Economic and Financial Developments:
14:00 on Friday, January 23 (Japanese)
16:30 on Monday, January 26 (English)
-- The English translation of the summary of the Monthly Report will be
released at 14:00 on Friday, January 23

Release of the minutes:
8:50 on Tuesday, February 24




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


