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Factor analysis of Japan®s current account movement
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In this study, we conducted a theoretical and empirical analysis of the
exchange rate pass through into import and export prices in various forms. First, a macro analysis
was conducted by classifying Japan®s import and export industries into about 100 industries and
examining the factors that affect Japan®s trade balance. Next, we examined the impact of foreign
exchange rates on Japanese consumer price index, and showed that from around 2010, the depreciation
of the yen have had a slight impact on the core CPl. The effect is very little, that one percent
depreciation of the yen raised the inflation rate by only 0.02%. But the huge depreciation of the
yen in 2012 might affect core CPI.
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Pre-crisis vs Post-crisis
ERPT elasticities of HS 2-digit Exports
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Note: The point estimates of ERPT elasticity coefficients of HS 2-digit Japanese exports are
summarized for the pre-crisis and post-crisis subsamples.
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( ) Yuri Sasaki, Yushi Yoshida, Decomposition of Japan's trade balance, International
Review of Economics & Finance, Volume 56, 2018.
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