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An empirical study on sovereign repo market in Japan

Uno, Jun

3,200,000

2013

SLF)

Mr.Haruhiko Kuroda (Bank of Japan) implemented large scale asset purchase
(LSAP) program since 2013. As a results, the BOJ owned more than 40% of Japanese government bonds
outstanding. Our project investigates its impact on market liquidity and trading behavior. We find
that scarcity of bonds increased risk of market making and various kinds of frictions for all market
participants. In order to mitigate such frictions, the BOJ also engage the securities lending
facility(SLF), in which the BOJ lends bonds, the lending rate at SLF can limit Repo market
activities as well as influence to the ceiling of the lending rate.
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