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Estimating the Nelson-Siegel model, this study investigates evolution of the
estimated yield curves and the factors, and the effects of monetary policy by the Bank of Japan and
the Federal Reserve on the yield curves. In Japan, an increase in holding of Japanese government

bonds by the Bank of Japan is associated with a decrease in decay factor of the yield curves,
leading to pushing down the whole yield curves. Also, monetary policy by the Bank of Japan
significantly affected the yield curves. For example, the negative interest-rate policy decreased
the level, and the yield curve control policy decreased volatility of decay factor. In the US, the
Federal Reserve increased the federal funds rate to control changes in prices after the COVID-19
pandemic. The increase in the policy rate increased not only the level but also the slope, leading
to the inverted yield curve.
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