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The Effects of Unconventional Monetary Policy in Japan:
New evidence from Time-varying parameter VAR analysis”
by

Kansho Piotr Otsubo (Meiji Gakuin University)

ABSTRACT

This paper investigates the macroeconomic effects of unconventional monetary
policies by estimating a time-varying parameter structural vector auto-regression
(TVP-VAR) using Japanese monthly data beginning with the implementation of
quantitative easing in 2001. The results of the empirical study can be summarized in
four points. First, the impulse responses of output to a positive monetary policy shock
rose during the period of quantitative easing (March 2001—July 2006) but declined
after the comprehensive monetary easing began (October 2010—July 2015). Second, the
impulse responses of inflation to a positive monetary policy shock became stably
positive after the introduction of inflation targeting in January 2013. Third, the
impulse responses of stock prices to positive monetary policy shocks rose each time an
unconventional monetary policy was adopted. Finally, the recovery of the credit
transmission channel might be attributed to the level of non-performing loans
remaining low. The third result implies that increased stock prices from a monetary
policy shock are primarily affected by foreign capital because foreign capital responds

more strongly than domestic capital to unconventional monetary policy.

Keywords: Monetary policy; Transmission mechanism; TVP-VAR; Quantitative easing;
Inflation targeting; Quantitative and qualitative monetary easing
JEL Classification: C11, E44, E52
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House Prices, Capital Inflows, and Risk Perception in the Global Financial Cycle

by
Satoshi Tobe (Keio University)

ABSTRACT

This study explores the interaction among house prices, capital inflows, and risk
perception in global markets (measured by CBOE VIX index of implied volatility of
S&P index options). To this end, an empirical analysis using quarterly panel data
spanning 1990 to 2015 for 22 developed countries is employed. An instrumental
variable regression yields the following key results: (1) capital inflows are closely
associated with the leverage of US financial intermediaries and co-move across
developed countries, (2) increases in capital inflows and an easing of risk perception in
global markets induce appreciation in house prices, and (3) sensitivity of house prices
to global risk perception is higher in countries that experience faster expansion of bank
credit relative to their real economies. The results indicate that capital inflows and
global risk perception play a key role in understanding house price dynamics.
Moreover, they also suggest that house price fluctuations are more strongly linked to
US financial and monetary conditions in economies with rapidly growing financial

systems, because global risk perception is closely tied with federal fund rate shocks.

Keywords: House prices, International capital inflow, Risk perception, Global financial
cycle
JEL Classification: F3
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The Effects and Side Effects of the Central Bank’
Quantitative Easing Monetary Policy —in case of the ECB
by
Kazuyoshi Matsuura (Matsuyama University)

ABSTRACT

The ECB has implemented Non-Standard Monetary Policy measures to prevent
sovereign crisis and liquidity crisis, to sustain price stability and the financial system.
The Non-Standard monetary policy was conducted in the form of Quantitative Easing
policy. The main purpose of this article is to evaluate the effects and the side effects of
the Quantitative Easing monetary policy in the euro-area after the financial crisis.

Section 1 shows the methods and practice of the QE. Section 2 presents the
impacts of the QE on the monetary side and the real economic side. The ECB
announced that its measures of the QE can help to enhance the transmission
mechanism, support financial condition, and facilitate credit provision to the real
economy. Although the influences on the monetary aspects of the transmission
mechanism differ in the euro-area because of different financial structures, the
presentation try to assess the evaluation of the QE on the euro-area economy as a
whole. Section 3 discusses the side effects of the QE.

Although the QE has contributed to lowering market interest rates and easing of
credit markets, the side effects of the QE cannot be ignored to assess the QE as a whole.
The presentation addresses that the QE monetary policy increases a potential risk of
asset bubbles as side effects.
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