
Analysis of the Bank of Japan’s Monetary Easing 
Policy since the 2000s

Hideaki OHTA,  PhD (Economics)
Ritsumeikan University, Kyoto, Japan 

Hideaki OHTA Ritsumeikan University Email: hoviolin@fc.ritsumei.ac.jp
Website: https://www.ritsumei.ac.jp/ Phone: 81-90-6006-0693

Contact

1. Hayakawa, Hideo, 2016*. "Misunderstanding" of Monetary Policy: Achievements and Limits of the "Grand Experiment", Keio University Press
2. Honda, Yuzo, 2014. The Effectiveness of Non-traditional Monetary Policy: The Case of Japan, Japanese Economic Review, 65(1), 1-23.
3. Kimura, Takeshi, and David H. Small, 2006. Quantitative Monetary Easing and Risk in Financial  Asset Markets, B.E. Journals in Macroeconomics: 
4. Topics in Macroeconomics, 6 (1), 1-54.
5. Miyao, Ryuzo, 2017. The Macroeconomic Effects of Japan’s Unconventional Monetary Policies, RIETI Discussion Paper series, 17-E-065. 
6. Ohta, Hideaki, 2017. Why the monetary easing under 'Abenomics' has been ineffective in recovery of the Japanese economy? : Integration of the

markets between the US and Japan, Ritsumeikan Annual Review of International Studies 16, 37-66.
7.      Ohta, Hideaki, 2019. Re-evaluation of the Bank of Japan's monetary easing policy after the Global  Financial Crisis, Ritsumeikan Annual Review of

International Studies 18, 1-43.
8.     Ohta, Hideaki, 2020. Effects of Monetary Easing Policy in Japan on the Markets in Hong Kong and China after the Global Financial Crisis,

Ritsumeikan Annual Review of International Studies 19, 19-71.
9.      Shirakawa, Masaaki, 2021. Tumultuous Times: Central Banking in an Era of Crisis, Yale University Press.              * Written in Japanese

References

This paper empirically analyses and assesses the impact of the Bank's monetary
easing policies on the real economy, exchange rate and financial markets during
the Quantitative Easing (QE) [April 2001 - March 2006], Comprehensive Monetary
Easing (CME, October 2010 - March 2013) and Quantitative and Qualitative Easing
(QQE, April 2013 - March 2020) periods. The analysis based on a Bayesian
vector autoregressive model (BVAR) shows that during QE, monetary easing had a
clear and positive impact on the real economy and markets including real GDP
growth, business indices (Bank of Japan Tankan and Business Watchers Survey),
industrial production and bank lending. The CME also had a significantly positive
impact on the economy including business confidence, the real effective exchange
rate and bank lending. The QQE, on the other hand, had little impact on Japan’s
real economy, except for a rise in stock prices. The analysis in this paper therefore
clearly shows that QQE (as a key policy of 'Abenomics') has failed to achieve its
original objective of bringing the Japanese economy back from long-term
stagnation.

Abstract
[Impulse Response and Variance decomposition results]（Model 1, 2 and 3）
(i) QE period (Q2/Apr.2001-Q1/Mar.2006) [Model 1, 2,3]
▶Significant impact of MB/M2 on BOJ Tankan (BOJT), Production, DI, REER, Share prices 

(ii) Post Global Financial Crisis (Q3/Sep.2008-Q1/Mar.2013) [Model 1, 2, 3]
▶Limited MB/M2's impact on GDP Growth, BOJT, DI, REER; Significant impact on Bank

Lending, JGB yield (10Y)
(iii) CME period (Oct.2010-Mar.13) [Model 1, 2]
▶Significant MB's impact on DI, Bank Lending, JGB10Y yield and Share prices 

(iv) QQE period (Q2/Apr.2013-Q1/Mar.2020) [Model 1,2,3]
▶MB had little impact on GDP growth, DI, Production, REER, lending  

(v) QQEⅡ（Feb.2016-Mar.2020[ Model 1, 2]
▶MB had little impact on DI, production, REER, lending

*The impulse response function and variance decomposition results are consistent.

Introduction

3. Methods of analysis 
3.1 Description of the analysis
▶ Bayesian Vector-Autoregressive Autoregressive (BVAR) model
▶ Period covered (April 2001 - March 2020);  (i) QE period (Apr.2001-Mar.2006) 

(ii) Post global financial crisis (Sep.2008-Mar.2013); (iii) CME period (Oct.2010-Mar.2013)
(iv) Quantitative and Qualitative Easing (QQE) (2013.4-2020.3); 
(v) QQEⅡ: Negative interest rates (2016.2-2020.3) 

3.2 Bayesian Vector Autoregressive (BVAR) Model
▶ Litterman-Minnesota prior model, which is a simple model in macroeconomics. 
▶ Due to variable constraints in the model setup, the lag order is set to 2 in the quarterly

model (Model 1), while it is set to 4 in the monthly Model 2 and 3.

4.1 Order of variables   
(1)Model 1(quarterly)

Monetary base (MB)/BOJ current account (BOJAC)/Money stock (M2),
Real GDP growth rate, BOJ Tankan Large firms (BOJTLMfg[Manufacturing], BOJTLN[Non]Mfg),
Medium-sized firms (BOJTMMfg, BOJTMNMfg) 
SMEs(BOJTSMEMfg, BOJTSMENMfg)  

(2) Model 2: Real economy (monthly)
MB/BOJAC/M2, Real effective exchange rate (REER), Bank lending (Lend)
Industrial Production Index (Prod), Business Watchers Survey Index (DI)   

(3) Model 3:  Financial markets (monthly)   
MB/BOJAC/M2, REER, CPI rate (CPI), 10-year JGB yield(JGB10Y), Share 

Methods and Materials

The results of the econometric (BVAR) model analysis in this study show that 
monetary easing in the early years of QE (April 2001 - March 2006) had a significant 
impact on the real economy, exchange rates and financial indicators, despite the 
BOJ's current account target being small (30 trillion yen). Monetary policy after the 
Global Financial Crisis (September 2008 - March 2013) including CME (Oct. 2010-
Mar.2013) was also shown to have significantly increased bank lending and reduced 
government bond yield. However, the analysis of this study clearly showed that the 
Quantitative and Qualitative Monetary Easing (QQE; April 2013 - March 2020) 
introduced under the Abe administration had little impact on Japan's real economy 
and financial markets, despite the implementation of extreme monetary easing.

Discussion / Conclusion

[Objective]
This paper is to examine the effectiveness of Bank's monetary policy over the 
period Apr.2001 to Mar.2020 (Quantitative Easing (QE) [2001.4-2006.3], after the 
Global Financial Crisis [2008.9-2013.3], Comprehensive Monetary Easing (CME) 
[2011.10-2013.3], Quantitative and Qualitative Monetary Easing (QQE) [2013.4-], 
QQE with negative interest rates [2016.2-2020.3] ) under ‘Abenomics’

1.2 Effectiveness of monetary easing policies (i)
▶The average GDP growth rate of the Abe Adm. (Dec 2012-Sep 2020) was 0.3%,

lower than the 1.6% of the DPJ Govt. (Dec 2012-Sep 2020)
▶The increase in MB (during QQE) has not contributed to the expansion of 

economic activities (real GDP growth, DI) nor Industrial production 
▶Under QQE, Bank lending was not linked to an increase in M2 and industrial 

production did not increase; abundant money invested in property and outflows
to overseas markets (e.g. US Stock market).

Results

Fig.1 Real GDP Growth（Japan）

Table 2 Variance Decomposition of MB (BOJ Tankan, DI, Prod, REER, Lend, Share, JGB10Y)

Fig.13: BVAR Impulse Response to MB/BOJAC/M2 (April 2001-March 2020)

Fig.11: US Share /BOJ CA (For. Banks)
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Fig.5: CPI & REER (Japan)
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Fig.3: MB & DI (Japan)

Fig.7: Share /Production Fig.8: Lending/ Production Fig.9: M2/ Production

Fig.12: Impulse Response Function （MB /M2/ BOJ Tankan/GDP growth) 
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Japan: Impulse Response to MB/REER/Lend/Prod/DI (2001m4-2006m3)
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Japan: Impulse Response to MB/REER/Lend/Prod/DI (2008m9-2013m3)
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Japan: Impulse Response to MB/ REER/ Lend/ Prod/ DI (2010m10-2013m3)
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Japan: Impulse Response to MB/REER/Lend/Prod/DI (2013m4-2020m3)
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Japan: Impulse Response to MB/REER/Lend/Prod/DI (2016m2-2020m3)

Table 2-2: Impact of BOJ Monetary Easing (DI)
DI

April 2001- Period S.E. MB REER Lend PROD DI
Mar.2006 1 2.334 0.165 0.441 0.156 7.735 91.503

（QE) 10 3.169 19.627 0.800 4.763 11.017 63.792
Sept.2008- Period S.E. MB REER Lend PROD DI
Mar.2013 1 3.377 14.067 6.705 0.009 13.624 65.595

10 4.127 18.953 8.875 8.887 11.719 51.566
Oct.2010- Period 0 MB REER Lend PROD DI
Mar.2013 1 3.677 27.647 0.590 3.448 46.889 21.426

(CME) 10 4.005 29.345 3.471 7.156 41.793 18.235
April 2013- Period S.E. MB REER Lend PROD DI
Mar.2020 1 3.576 0.242 1.218 0.201 26.211 72.127

(QQE) 10 4.379 0.256 1.742 6.011 35.134 56.856
Feb.2016- Period S.E. MB REER Lend PROD DI
Mar.2020 1 3.455 0.011 3.722 0.565 42.177 53.526

(QQEⅡ) 10 4.810 0.082 4.739 5.597 53.461 36.120
Sources: Author's Calculation based on the data of BIS, BOJ, Cabinet Office, METI

Table2-3: Impact of BOJ Monetary Easing (Production)
Industrial Production PROD=Prods15N

April 2001- Period S.E. MB REER Lend PROD DI
Mar.2006 1 0.957 5.097 0.434 1.380 93.090 0.000

（QE) 10 1.501 31.592 0.605 5.529 52.677 9.597
Sept.2008- Period S.E. MB REER Lend PROD DI
Mar.2013 1 3.434 19.142 0.026 1.022 79.810 0.000

10 4.485 14.229 10.767 13.246 59.602 2.156
Oct.2010- Period 0 MB REER Lend PROD DI
Mar.2013 1 3.793 45.344 3.284 1.109 50.263 0.000

(CME) 10 3.981 45.956 5.030 1.116 47.829 0.069
April 2013- Period S.E. MB REER Lend PROD DI
Mar.2020 1 1.344 0.612 0.003 0.042 99.344 0.000

(QQE) 10 1.693 0.434 0.077 3.222 90.998 5.268
Feb.2016- Period S.E. MB REER Lend PROD DI
Mar.2020 1 1.401 0.331 0.000 0.213 99.456 0.000

(QQEⅡ) 10 1.917 0.371 3.218 3.693 85.254 7.464
Sources: Author's Calculation based on the data of BIS, BOJ, Cabinet Office, NETI

Table 2-4: Impact of BOJ Monetary Easing（REER)
REER PROD=Prods15N

April 2001- Period S.E. MB REER CPI JGB Share
Mar.2006 1 1.297 14.279 85.721 0.000 0.000 0.000

（QE) 10 1.869 20.722 69.455 4.618 3.123 2.082
Sept.2008- Period S.E. MB REER CPI JGB Share
Mar.2013 1 2.926 0.832 99.168 0.000 0.000 0.000

10 4.369 0.748 93.868 4.261 0.408 0.715
Oct.2010- Period 0 MB REER CPI JGB Share
Mar.2013 1 2.904 1.990 98.010 0.000 0.000 0.000

(CME) 10 4.696 10.640 80.221 2.319 3.925 2.895
April 2013- Period S.E. MB REER CPI JGB Share
Mar.2020 1 1.593 0.261 99.739 0.000 0.000 0.000

(QQE) 10 2.544 0.232 83.459 8.169 4.377 3.763
Feb.2016- Period S.E. MB REER CPI JGB Share
Mar.2020 1 1.383 1.246 98.754 0.000 0.000 0.000

(QQEⅡ) 10 1.976 1.342 77.026 4.869 12.720 4.043
Sources: Author's Calculation based on the data of BIS, BOJ, Cabinet Office, METI

Table 2-5: Impact of BOJ Monetary Easinｇ (CPI)
CPI

April 2001- Period S.E. MB REER CPI JGB Share
Mar.2006 1 0.263 0.294 16.526 83.180 0.000 0.000

（QE) 10 0.293 2.612 17.860 77.937 0.806 0.784
Sept.2008- Period S.E. MB REER CPI JGB Share
Mar.2013 1 0.343 0.410 0.036 99.554 0.000 0.000

10 0.483 1.594 1.454 93.581 1.290 2.081
Oct.2010- Period 0 MB REER CPI JGB Share
Mar.2013 1 0.275 2.630 0.016 97.355 0.000 0.000

(CME) 10 0.313 6.436 9.628 81.426 1.758 0.753
April 2013- Period S.E. MB REER CPI JGB Share
Mar.2020 1 0.373 0.518 0.105 99.377 0.000 0.000

(QQE) 10 0.586 0.803 1.691 94.019 3.395 0.093
Feb.2016- Period S.E. MB REER CPI JGB Share
Mar.2020 1 0.243 0.266 1.318 98.415 0.000 0.000

(QQEⅡ) 10 0.299 3.193 15.904 70.083 4.740 6.080

Table2-6:Impact of BOJ Monetary Easing (Bank lending) 
April 2001- Period S.E. MB REER Lend PROD DI
Mar.2006 1 0.244 2.562 1.405 96.033 0.000 0.000

（QE) 10 0.601 8.131 6.143 76.822 3.698 5.206
Sept.2008- Period S.E. MB REER Lend PROD DI
Mar.2013 1 0.390 0.630 2.595 96.775 0.000 0.000

10 0.881 13.342 3.106 81.366 1.551 0.636
Oct.2010- Period S.E. MB REER REER PROD DI
Mar.2013 1 0.210 17.957 0.880 81.162 0.000 0.000

(CME) 10 0.477 52.623 0.201 46.118 1.042 0.016
April 2013- Period S.E. MB REER REER PROD DI
Mar.2020 1 0.170 0.192 5.444 94.364 0.000 0.000

(QQE) 10 0.240 0.302 6.902 92.367 0.379 0.050
Feb.2016- Period S.E. MB REER REER PROD DI
Mar.2020 1 0.193 0.865 1.330 97.804 0.000 0.000

(QQEⅡ) 10 0.266 0.944 1.083 90.920 5.563 1.491
Sources: Author's Calculation based on the data of BIS, BOJ, Cabinet Office, METI

Table2-7: Impact of BOJ Monetary Easing (Share Prices)
Share Price

April 2001- Period S.E. MB REER CPI JGB10Y Share
Mar.2006 1 3.361 0.035 0.007 0.888 1.113 97.957

（QE) 10 7.985 10.294 7.772 3.867 1.365 76.702
Sept.2008- Period S.E. MB REER CPI JGB10Y Share
Mar.2013 1 2.861 0.008 28.004 0.012 0.046 71.929

10 3.879 0.282 50.995 4.924 0.056 43.743
Oct.2010- Period S.E. MB REER CPI JGB10Y Share
Mar.2013 1 2.826 2.034 55.906 1.194 0.435 40.431

(CME) 10 4.151 5.131 67.198 3.098 2.231 22.343
April 2013- Period S.E. MB REER CPI JGB10Y Share
Mar.2020 1 4.483 0.465 37.689 0.062 1.339 60.444

(QQE) 10 5.975 1.701 44.338 0.839 3.700 49.422
Feb.2016- Period S.E. MB REER CPI JGB10Y Share
Mar.2020 1 4.666 1.047 38.678 2.210 0.088 57.977

(QQEⅡ) 10 5.803 5.649 41.714 4.195 4.275 44.167
Sources: Author's Calculation based on the data of FRED, BIS, BOJ, Statistics Iffice 

Table2-8: Impact of BOJ Monetary Easing (JGB10Y)
JGB10Y

April 2001- Period S.E. MB REER CPI JGB10Y Share
Mar.2006 1 0.132 0.273 1.178 0.736 97.813 0.000

（QE) 10 0.180 2.928 1.661 4.028 72.688 18.695
Sept.2008- Period S.E. MB REER CPI JGB10Y Share
Mar.2013 1 0.082 0.005 3.455 0.016 96.524 0.000

10 0.119 27.624 5.151 0.636 66.533 0.056
Oct.2010- Period S.E. MB REER CPI JGB10Y Share
Mar.2013 1 0.080 6.022 2.308 1.091 90.579 0.000

(CME) 10 0.116 36.695 1.570 0.764 60.898 0.073
April 2013- Period S.E. MB REER CPI JGB10Y Share
Mar.2020 1 0.063 0.319 12.959 4.688 82.034 0.000

(QQE) 10 0.086 3.136 18.067 8.197 61.184 9.415
Feb.2016- Period S.E. MB REER CPI JGB10Y Share
Mar.2020 1 0.064 0.100 11.746 5.404 82.750 0.000

(QQEⅡ) 10 0.077 0.205 19.139 8.013 69.651 2.992
Sources: Author's Calculation based on the data of FRED, BIS, BOJ, Statistics Iffice 

Table 2-1-1: Impact of MB on BOJTankan (Manufacturing)

Period S.E. MB
BOJTL

Mfg

BOJTM

Mfg

BOJT 

SMEMfg
GDP

Large Enterprises
April 2001- 1 4.644 4.614 95.386 0.000 0.000 0.000

Mar.2006 10 7.351 54.428 43.835 0.633 0.864 0.240
Sept.2008- 1 12.376 5.633 94.367 0.000 0.000 0.000

Mar.2013 10 14.133 6.861 91.590 0.384 0.019 1.147
April 2013- 1 4.264 4.746 95.254 0.000 0.000 0.000

Mar.2020 10 5.975 3.485 93.872 1.024 0.615 1.004
Medium Enterprises

April 2001- 1 4.037 3.249 80.077 16.674 0.000 0.000

Mar.2006 10 6.929 59.850 32.794 6.262 0.898 0.196
Sept.2008- 1 10.826 6.536 88.939 4.525 0.000 0.000

Mar.2013 10 12.996 7.889 87.126 3.659 0.037 1.288
April 2013- 1 3.737 0.417 67.611 31.972 0.000 0.000

Mar.2020 10 5.356 1.770 79.794 16.566 0.592 1.278
SMEs

April 2001- 1 3.271 0.023 32.812 4.547 62.618 0.000

Mar.2006 10 6.688 64.901 16.037 1.919 17.026 0.117
Sept.2008- 1 8.289 6.357 80.835 3.415 9.393 0.000

Mar.2013 10 10.790 9.354 80.952 2.723 5.626 1.345
April 2013- 1 3.814 0.804 82.027 5.105 12.063 0.000
Mar.2020 10 5.985 2.045 87.708 3.486 5.739 1.022

Sources: Author's Calculation based on the data of Bank of Japan, Cabinet Office, METI

Table 2-1-2:  Impact of MB on BOJTankan (Non-Manufacturing) 

Period S.E. MB
BOJTL

NMFG

BOJTM

NMFG

BOJTSME

NMFG
GDP

Large Enterprises
April 2001- 1 3.157 4.486 95.514 0.000 0.000 0.000

Mar.2006 10 5.138 37.926 58.856 1.365 1.660 0.193
Sept.2008- 1 6.291 6.263 93.737 0.000 0.000 0.000

Mar.2013 10 8.082 16.168 80.436 1.234 0.054 2.108
April 2013- 1 3.307 1.802 98.198 0.000 0.000 0.000

Mar.2020 10 3.546 1.948 94.505 1.064 0.205 2.278
Medium Enterprises

April 2001- 1 3.943 3.376 75.975 20.648 0.000 0.000

Mar.2006 10 5.394 26.203 59.874 12.189 1.481 0.252
Sept.2008- 1 5.640 4.029 84.809 11.163 0.000 0.000

Mar.2013 10 7.651 21.360 69.281 7.402 0.074 1.883
April 2013- 1 3.793 3.026 75.709 21.265 0.000 0.000

Mar.2020 10 3.980 3.579 74.121 20.094 0.049 2.158
SMEs

April 2001- 1 2.615 3.026 52.248 5.817 38.909 0.000

Mar.2006 10 4.214 35.646 43.586 3.516 16.891 0.361
Sept.2008- 1 4.206 3.108 77.027 12.772 7.094 0.000

Mar.2013 10 6.260 26.034 61.537 7.350 3.308 1.770
April 2013- 1 2.940 13.220 51.699 4.676 30.406 0.000

Mar.2020 10 3.094 12.305 53.240 4.991 28.242 1.222
Sources: Author's Calculation based on the data of Bank of Japan, Cabinet Office, METI

Impact of MB/BOJAC/M2 on REER/CPI/JGB/Share
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Japan: Impulse Response to MB/REER/CPI/JGB10Y/Share (2001m4-2006m3)
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Japan: Impulse Response to MB/REER/CPI/JGB10Y/Share (2008m9-2013m3)
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Japan: Impulse Response to MB/REER/CPI/JGB10Y/Share (2010m10-2013m3)
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Japan: Impulse Response to MB/REER/CPI/JGB10Y/Share (2013m4-2020m3)
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Japan: Impulse Response to MB/REER/CPI/JGB10Y/Share (2016m2-2020m3)
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Japan: Impulse Res ponse to M2/BOJTLMfg/BOJTMMfg/BOJTSMEMfg/GDPGrowth (2001Q2m4-2006Q1)
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Japan: Impulse Response to MB/BOJTLMfg/BOJTMMfg/BOJTSMEMfg/GDP (2008Q3-2013Q1)
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Japan: Impulse Response to MB/BOJTMfg/BOJTMMfg/BOJTSMEMfg/GDP (2013Q2-2020Q1)
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Japan: Impulse Response to MB/BOJTLMfg/BOJTMMfg/BOJTSMEMfg/GDP (2001Q2-2006Q1)
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Japan: Impulse Response to M2/BOJTLMfg/GDPGrowth (2008Q3-2013Q1)
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Japan: Impulse Response to M2/BOJTLMfg/BOJTMMFG/BOJTSMEMfg/GDP (2013Q2-2020Q1))
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