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This research agenda presents the following empirical findings. First, money demand curves
with extremely high interest-rate semi-elasticity have been observed since the Bank of
Japan started to guide overnight call rates below 0.5% in 1995. Second, consistent with a
possible implication from interest-elastic money demand, nominal prices did not respond to
changes in nominal money supply in the short-run under the low interest-rate policy. These
results indicate that it is more reasonable to control business cycles by keeping nominal

interest rates to some extent far from zero percent.
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