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The purpose of this paper is to empirically examine the pricing implication
of the Bank of Japan (BOJ)’ s market intervention in the primary market of Japanese government bonds
(JGBs) with explicitly considering Japanese government’ s debt management. We model the demand and
supply of JGBs in multiple maturities as a simultaneous equation system and estimate it by using the

price and quantity data of JGBs. The estimated demand function supports the preferred-habitat
hypothesis while the estimated supply function suggests the Japanese government’ s active debt
management. The impacts of the BOJ' s intervention on the yield curve, that could have been sizable
under the weak arbitrage, is significantly offset by the Japanese government’ s debt management.
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