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WFZER R OMEBE (3230) @ The natural rate of interest is generally defined as the interest
rate which is neutral to the economy and does not cause changes in prices. The deviation
between real interest rates observed in the market and the natural rate represents a
measure of stance of monetary policy. This research makes a comparative empirical
analysis on measuring the natural rate of interest in Japan and its implications for
macroeconomic policies. Reviewing theoretical concepts and discussing the zero interest
rate bound in recent vyears, we estimate and compare several series based on
filtering—based and production function—-based approaches. The relevance is evaluated
from the view point of policy reaction function. It is found that the estimated series
using production—function based approach is most relevant and sensible.
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