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(Will Unwinding of the Yen take place after the Historical Depreciation ?)

The real effective index implies undervalue of the yen
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Note; The latest value is August 2022.
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(Real effective dollar hits historic high)

RIVIEEDOESL TR (Real effective dollar index)

(2010 =100)
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interest rates)
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financial trilemma)
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(Under the international financial trilemma, the world is in arace to appreciate currency and raise
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I %1&@1’ rll:TJ ‘:*g% (Diversifying Price Increase Situation by Regions)

B The reasons why Core
CPl in Japan is still
low compared with

CPI (excl. food & energy) in Japan, US and EU
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%ﬁﬁ%(dﬁ/‘ﬁ] I‘j D Tﬁiiﬁwﬁﬂd)ﬁ Laj. (Soaring Prices are the Inevitable

Pains in Transition to the Post-Pandemic Economy

Change in consumer behavior under the pandemic

B Change in consumer
behavior under the
pandemic causes
higher prices and

ltems that consumers have ltems that consumers have
decreased their spending on  increased their spending on
compared with one year ago compared with one year ago
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Note2. Education and entertainment includes tutoring schools, recreational lessons, amusement
parks, and movies. Daily necessities include detergents and general merchandise.

Source; "Opinion Survey on the Public's Views and Behavior (March 2022), Bank of Japan
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| *E@Eﬂﬁ%@ﬁi@,#\ lj:l,\jh\ ? (When will be the turning point in U.S. Monetary

Policy?) FRBERIEBIZER®D 5 DMDAT— (Five stages of FRB monetary policy)
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(Th real interest rates will rise significantly, while medium- to long-term inflation expectations remain

stable)

KENOEF MM LEFIE (US 10-year inflation expectations; BEI )
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(Estimated Losses of Global Financial Institutions Caused by Price Adjustments of High-Risk Assets)
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f‘g 7';73\3 7:-_-(Extraordinary Easing Monetary Policy for Neary a Decade Has Failed to Stem the
Decline of Potential Growth Rate)

Trend of potential growth rate in Japan
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E;ﬁi%*ﬂ']()ﬂid)ﬁ;ﬁ?ﬁ (Assessment of Extraordinary Easing Monetary Policy by The Bank

of Japan for 10 years)
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I EFIQ&%E?TO)!I:?_”. ! E 1‘;_";—50)%275' (The central bank's price targeting)
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(No Matter Who Is Nominated as the New Governor, Policy Normalization is Likely to Proceed)

Expected key candidates of the next governor

Main Career Specialty in BOJ International? or Relationship with Relationship with Easing Monetary
P y Domestic? Governor Kuroda  Government Policy Stance

Current Deputy Govenor of BOJ

Masayoshi Amamiya Monetary Polic Domestic very close very close aggressive
Y 4 (March 2018 - March 2023) y y y y 99
Current Chief Director, Daiwa Research
Institute : :
. . Financial Market, . .
Hiroshi Nakaso Former Deputy Governeor of BOJ Prudence Policy International somewhat close weak Cautious
(March 2013 - March 2018)
Current Chief Director, Nikko Financial &
Inteligence Monetary Polic
Hirohide Yamaguchi y Y Domestic weak somewhat close Negative
Former Deputy Governeor of BOJ Management

(October 2008 - March 2013)

Source; Nomura Research Institute
B As is widely expected, the current BOJ’s Deputy Governor Amamiya is likely to be nominated

as the new Governor. However, if the relationship between the BOJ and the government
worsens over the harmful yen depreciation, the other candidates could possibly be nominated

who are not close to Governor Kuroda or more flexible and cautious for monetary easing.
Copyright (C) Nomura Research Institute, Ltd. All rights reserved. NRI



I ﬁﬁﬂﬂ%O)Eﬁ'ftjﬂ 1 A3 ? (How will the Normalization Policy be Proceeded?)

The normalization process will be as follows:
revision of price target of 2% (to longer-term target, etc.),
. cancellation of negative interest rate,

. elimination of long-term interest rate target,

1.

2

3

4. elimination of overshoot-type commitment,

5. reduction of long-term government bond holdings,
6

. off-balancing of ETF.

BOJ will not normalize its policy in a hurry in case of economic slowdown
or sharp appreciation of the yen. Normalization has a long way to go.

Copyright (C) Nomura Research Institute, Ltd. All rights reserved. NRI 13
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