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Empirical Analysis on Market Interest Rates under Negative Interest Rate Policy
in Japan
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Monetary policy expectations are not fully transmitted to the yield curve
end (12 month interest rate) under the negative interest rate policy. It paralyzes the market
function in the short-term money market. A cheaper yen gives foreign investors strong incentives to
buy 10- and 20-year JGBs under the quantitative and qualitative easing policy regime. A cheaper yen
also gives foreign investors some incentives to buy 5-year JGBs under the same regime. On the other
hand, JGB yield does not co-move with basis swap rate under the negative interest rate policy
regime. After the BOJ introduced the negative interest rate policy, the trend observed under the
guantitative and qualitative easing policy regime changed. When the pandemic crisis of COVID-19
worsened, one month interest rate was stable because of the liquidity effect of the operations
conducted by the Bank of Japan under the negative interest rate policy.
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Fig.1 The movement of 3 Series

Notes:

MI12 =Basis Swap Rate, Y10 = JGB10Y, Y20 =JGB20Y

Data Source : Bloomberg

Whole sample peniodis from March 1, 2013 to Augst31, 2016.
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Fgure 1 Movement of Three Series

Notes : Data Sowrce is Thomson Revers Data Stream
Sample C is fom January 20, 2016to November 14, 2018

Sample A is fram December 14, 2009t0 April 3, 013
Sample B is from Apal 4 2013 to Januray 28 016
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