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In this research project, we analyzed the interaction between monetary
policy and fiscal policy from various approaches. The results revealed that: (1) The policy stances
of monetary and fiscal policies were not always the desirable combination in the past, which made it

difficult for Japan™s economy to escape from a deflationary trap. (2) Although fiscal policy during
this period contributed to raising prices, it was not expansionary enough to offset other
deflationary forces. (3) The purchase of government bonds by the central bank, as part of
unconventional monetary policy, coupled with households® excess savings, significantly reduced
government bonds® yield and helped the government debt"s sustainability.
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