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This research project analyzes how the Japanese fiscal and monetary policies
worked during the two periods, including the controlled economy in the years 1937-1949, and the
current economy from mid-1995. In the former period, the public debt, massively issued in excess of
forced private savings, was sustained by strong money demand from domestic black markets and the
occupied territories. In the latter period, on the other hand, huge amounts of public bonds have
been supported by strong demand for BOJ notes and reserves, driven by near-zero interest rates.
Strong money demand from black markets and the occupied territories was lost immediately after the
war, and a long-term equilibrium was recovered by price surges and fiscal discipline. This postwar
experience is guite suggestive in predicting how the current fiscal and monetary policy will evolve
in the near and far future.
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Saito, Makoto, 2021 (forthcoming in August 2021), Strong Money Demand in Financing

War and Peace: The Cases of Wartime and Contemporary Japan, Springer Nature.
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