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Remain an Outlier?” Presentation Material , University of Tokyo & Nowcast Inc
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Chronic Deflation

Equilibrium o

[ com panies keep
prices unchanged
year after year

/ \

(" Companiesdo notneed |
to pass on costs to prices |
since labor costs remain |
unchanged RN

~_ /

Workers can manage to
maintain life at the same
level as the previous year

without wage increases

Cost of living remains |
unchanged from the

previous year

F# k& : Watanabe, Tsutomu (2024)
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Equilibrium with Virtuous Cycles
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[ Cost of living h
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labor cost increases
to prices
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" Workers demand 3% wage

./ - -\‘\
‘ Companies pass on

increase (= inflation + labor
productivity growth) every year
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Rate on the current account
balances (+0.1%)

A4
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Around 0.1% increase
—
ot

T

Rate on the Policy-Rate
Balances (-0.1%)

March MPM

(The rate had been in
the range of -0.1 to 0%)
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(Guideline for market operations)

The Bank will encourage the rateto 0.0
remain at around 0 to 0.1%
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<Before>

Upper bound for 10-year
1GB yields as a reference

<After>

In case of a rapid rise in long-term interest rates,
the Bank will make nimble responses, such as
increasing the amount of JGB purchases

The Bank will continue its
JGB purchases with broadly
the same amount* as before

*currently about 6 trillion yen per month

March MPM

: Masaki, Kazuhiro (2024)
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