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Figure 1
Growth rate, 1994:11-2006:1

Growth rate (real GDP, quarter-to-quarter, annualised)
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Note: Chain index, quarter-to-quarter growth rate, annualised.

Source: Cabinet Office, Japan.

Figure 2
Inflation rate
CPI excl fresh food, change from a year earlier, 1995.01-2005.09
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Note: Inflation rate of CPI excluding fresh food (and consumption tax increases of April 1997),
percentage change from the same month a year earlier. The influence of the consumption tax
increase is estimated as 1.5 percentage points.
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Figure 5

JGB purchase and current account balance target

(JPY billion) Long bond purchase (left scale) and Current Account Balance Target (right scale) (JPY trillion)
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Figure 6

Movement of the official discount rate and the call rate
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Figure 1: Japanese real GDP growth and CPI inflation, 1980-2012
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Source: IMF World Economic Outlook, October 2013.
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Inflation before the August 2000 end of ZIRP
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Figure 6

Movement of the official discount rate and the call rate
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Figure 5

JGB purchase and current account balance target
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Chart 9

Evolution of the "Lender of Last Resort"

Conventional "Lender of Last Resort" Function

® Responding to the risk of the deterioration of
business conditions at one financial institution
tainting those at other financial mstitutions
mainly through depositors' inferences

Liquidity Assistance to Nonbanks

® Responding to the risk of the deterioration of
business conditions at nonbanks destabilizing
financial markets

Conventional "Lender of Last Resort" Function

@ Responding to the risk of the deterioration of
business conditions at one financial institution
tainting those at other financial mstitutions
mainly through depositors' inferences

Liquidity Assistance to a Market

® Responding to the contraction of market
activities resulting from concerns over
counterparty risk among market participants

Liquidity Assistance of Foreign Currencies

® Responding to foreign currency liquidity
shortages faced by globally active financial
mstitutions

BURRiD , EA193RRITER IR AR IERED , LICEIRRITER I S RIS TRA S BT
HIRERNNG. EAFSHIRESENRZNF  MIBIESHELE ( funds-supplying ) W55
EREITRENTGE  FRERSETWIRMER T EREMIIMMIKREINTRNREE.

NREPRIBITRIIRBEBER D AR MBERIEMSREBRMN T H |, BBAEERICTIRARE |
RITHEMEREROT2REBREFEENC. 5—HHE , BTSRHHRENBERNEEE
BREZ— , FEEMHINENZIREAILIMAEHERN—E87. A, XMoRAFE
2, EENRPRRTERREREERIRM T 4. PRIBITHBER | TICRUEHEER
FERURHERMSEL D MBI RMHRNMEMLN , BARERITERETIRAIRN
. XEEAMARITEADT AN EBERRYER AR T ithse i EEREE B imARE.

RITENEIREE

EFX , EREGESMANEXRHS | MHRRBITINIMSE—MERNZEN. ENBENIZFT
i, EEkEeRETHEIE , AMDPARE , BT 2B RET | REmTEHIE
HIIRENERGR . BREE—E RITIEEELTRBG RN e L.

SitERr , EEESRUMS TR 0T F2007F R T 7 M EGRTH , LUHIET—1
PiiuEfRSETimaitimyithl. E2RBmRE  RERITHEARITHRSEEMEHTETE
B, WEXRKEHT 2XERHHRE  AABHETRMMECTNNENE. 2011



F, MRS EREKE , 7NARRITEY 7T RARNME BT HEW S | LMELMER—FREEME
BMEBEXERERSES. 20135 | XETHEAERIMNY , E2ES , ITE10 .

Chart 10
Network of Central Banks' Swap Lines
BOJ
Yen
i : BOE
Pound
\Q Sterling
BOC
Swiss Franc
10

BAPIURITHERSHERRASEKME SIS EBE TXRMHERE  BNE—La# G
iR, XEAEEERLERAERNRITRIFRIEEN R R EREY , BXRITHRED
B, IR EBSERRESE. 25k , RELSHABKDBERIRTEREMER) ( Dudley ) #
T7IE | tEEEEREERTT (BIS ) £IKEMAFKAEZR S (CGFS ) BNEFE., EMEHIWMS
T, CGFSTRHILYHR 7 — @A RIT P IIRITRaN B SEENELR (BRFHkE ) "HIRSE , I
TE11 :



liquidity assistance" (Excerpt)

Changes in the Environment Principle of Central Banks'
Surrounding Central Banks Liguidity Assistance
(o Growing importance of liquidity ) Bilateral liquidity assistance
assistance for globally active financial
mstitutions # Principle of cooperation among central banks
> Expansion of financial institutions’ Pimciple 1: Allocation of responsibility
international activities, and strengthening of

relationship among markets Principle 2: Information-sharing

D ([
*

rinciple of practical issue

Growing needs for transparency and

accountability of liquidity assistance Principle 3: Elighility
» Increasing difficulty in non-disclosure of the Principle 4: Solvency
details of liquidity assistance since the global
\ financial crisis ) Principle 5: Collateral

Principle 6: Provision of foreign currency

® Rise in the weight of market-based forms Principle 7: Transparency
of financial intermediation (funding
through financial markets)

Liquidity assistance to a market

Better understanding of market-based
=  Growing importance of maintaining market 3 « of financial i it
g imp g forms of financial intermediation

Sunction and market liquidity Principle 8:

Information-sharing among central banks

Source: BIS, CGFS Papers No.58 "Designing frameworks for central bank liquidity assistance: addressing new challenges.” 11
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Figure 1. Fitted values of the call rate based on a simple Taylor

Percent rule, October 1995 - February 2017
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Source: Author's calculations, Japan MIC, Bank of Japan, Haver.
Note: Fitted call rate obtained by regressing historical call rate on core-cere inflation and
unemployment over specified periods. Inflation adjusted for effects of 2014 consumption tax.
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Chart 1 Cross-Border Claims of Banks in the World by Residence of Counterparty
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Notes: 1. Latest data as at end-December 2013,
2. Shaded areas indicate major credit cycle phases.
Sources:; BIS; IMF.
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U.S. and non-U.S. banks' Non-U.S. banks'

USD-denominated foreign claims cross-currency funding ratio
USD trillions %
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I U.S. banks’ USD-denominated foreign claims
Non-U.S. banks’ USD-denominated foreign claims (A)
——Non-U.S. banks’ USD-denominated foreign liabilities (B)

Notes: 1. Latest data as at end-June 2016.
2. "Non-11.8. banks' USD-denominated foreign claims" and "Non-U.S. banks' USD-denominated foreign liabilities" are calculated as USD-denominated foreign claims and
liabilities of all reporting countries after excluding those of 1.5, banks, respectively.
3. "Non-11.8. banks' cross-currency funding ratio” is calculated as "Non-L].8. banks' USD-denominated foreign claims” less "Non-11.8. banks' USD-denominated foreign
liabilities,"” divided by "Non-L.S. banks' USD-denominated foreign claims."
Source: BIS.
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Chart 3 Foreign Claims by Bank Nationality
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Notes: 1. Latest data as at end-June 2016.
2. Euro area claims for German and French banks are excluded.
Source: BIS.
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FX swap implied USD funding rates Non-U.S. banks' default probability

(Deviation from USD LIBOR) (Expected Default Frequency)
% % %
16 . 7 — - 14
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Notes: 1. Latest data as at November 2016.
2. The shaded areas correspond to Japan's financial crisis (November 1997 through March 1999), the global financial crisis ( December 2007 through June 2009), and the Eurozone
sovereign debt crisis (May 2011 through June 2012).
3. Non-l1.8. banks' default probability is the average of the EDF { Expected Default Frequency) of G-SIBs that are headquartered in each jurisdiction. "Japan Premium” is calculated
as 3-month USD TIBOR less 3-month USD LIBOR.
Sources: Bloomberg; Moody's; BOJ.
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Chart 5 Outward Portfolio Investment (Euro Area and Japan)
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Notes: 1. Latest data for euro area as at end-September 2016, data for Japan as at end-June 2016,
2. In each chart, &A/W indicates the timing and direction of monetary policy changes since 2013,
Sources: ECB; Ministry of Finance; BOJ.
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Chart 6 Prime MMF Holdings of Bank Related Securities
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Note: Prime MMF holdings of bank related securities are aggregated by country based on the location of banks' global headquarters. *Australia” includes New Zealand.
Source: SEC.
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Chart 7 Japanese Major Banks' Foreign Currency Denominated Balance Sheet
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Note: The charts include major banks classified as internationally active banks.
Source: BOJ.
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U.S. Yield Spreads

Stock yield (based on expected earnings)
wweee Stock yield (based on actual earnings)
Long-term government bond yield
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Notes: 1. Latest data as at end-November 2016.
2. Stock yield= EPS / stock price. "Stock yield (based on expected earnings)" is calculated using EPS (forward twelve months), "Stock vield (based on actual earnings)” is calculated
using EPS (trailing twelve months). Yield spread = Stock yield - Long-term government bond yield.
3. 8&P 500 for stock price; LS. 10-year government bond for long-term government bond yield.
Source: Bloomberg,
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The Impact of U.S. MMF Reform
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Note: Latest data as at end-November 2016.
Source: Bloomberg.
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Chart 10 Amount of Foreign Currency Funding and FX Swap Transaction Volume
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Notes: 1. Estimates by the BOJ. Latest data as at end-September 2016. Notes: 1. Latest data as at September 2016,
2 “.Major .ha.nks a.nd I '_ ional 1 A 91‘3-"_' ludes major hﬂﬂk‘- depository 2 Average transaction volume for each business day (includes outright forwards).
institutions with a particular focus on market and life 3 Trends are calculated using the two-sided HP filter.
companies. Source: BOJ.

Sources: Bloomberg; The Life Insurance A iation of Japan; Published of
each company; BOJ.
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Chart 11 Japanese Financial Institutions' Qutward Investments in Foreign Securities
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Notes: 1. Latest data as at end-September 2016,
2. The amounts are calculated by adding the flow during each period to the stock as at end-December 1997, to adjust for the impact of exchange rate fluctuations.
Source: BOJ.
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Chart 12 Transaction Volume in the FX Swap Market and Bond Investment Flows
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Notes: 1. Latest data as at October 2016.

2. Figures are 3-month backward moving averages.

3. The transaction volume in the FX swap market (USD/JPY) is the average (via Tokyo FX market brokers) for each business day and includes outright forwards.
Sources: Ministry of Finance; BOJ.
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Chart 13 Global Liquidity Amplification Mechanism through the FX Swap Market
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