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Side Effects of Bank of Japan’s Quantitative and Qualitative Monetary Easing
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The Bank of Japan has been implementing various measures since April 2013, aiming to achieve an inflation target of 2%. At first, it
was expected to be achieved in two years, but the goal has not yet been achieved. On the other hand, the side effects of monetary eas-
ing have become conspicuous. As interest margins at financial institutions have shrunk due to the impact of ultra-low interest rates,
business conditions have deteriorated. This would destabilize the nation’s financial system and lead to a return to a deflationary econ-
omy. In this paper, we use a simple model to show the circumstances under which the side effects of monetary easing occur. Rather
than simply continuing to expand the monetary base, we would like to point out that the effects of monetary easing could be curbed if
the monetary base exceeds a certain level. This may indicate the limits of the Bank of Japan’s Quantitative and Qualitative Monetary
Easing.

Keywords : Bank of Japan’s Quantitative and Qualitative Monetary Easing, Monetary Base, Side Effects of Monetary Easing, Interest
Margins at Financial Institutions
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