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Reconsidering Japan’s Foreign Exchange Policy
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Abstract: Among major advanced countries, Japan stands out with its large-scale, one-sided exchange
market intervention and enormous foreign exchange reserves. Although the Japanese government’s
exchange market activism 1is often attributed to its obsession with export-led growth, there are other,
less-publicized reasons why such a policy remains unchecked. This paper discusses how institutional
flaws of the government’s Foreign Exchange Fund Special Account help the Ministry of Finance engage
in short-sighted exchange market intervention and cross-budget account manipulation. It also argues
that the MoF’s foreign exchange policy can undermine the country’s macroeconomic stability by eroding

the Bank of Japan’s institutional and policy independence.
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[A] 015 MEfR 7% i (106& B L)

- #ilk 2000 2003 2006 2009 2012

TAYA 31.2 39.7 40.9 50.5 50.5
T—n 35.3 36.1 39.0 50.5 53.9
A FY R 46.1 52.4 61.2 42.6 60.1
T 29.0 31.5 33.2 42.6 53.3
EIPZN 347.2 652.8 874.6 996.6 1,195.6

[B] 4N ¥l O GDPIZ R 5l (%)

4 2000 2003 2006 2009 2012

TAY D 0.3 0.4 0.3 0.4 0.3
=z —n 0.6 0.4 0.4 0.4 0.4

A4 XU R 3.1 2.8 2.5 2.0 2.4
ot 4.0 3.6 2.6 3.2 3.0
H AR 7.4 15.4 20.0 19.8 20.4

1 20124R136 H R, Z DMOFITFERDOFE G, GDPIFAIE
OEAEFIH LTz, =o— v BB IR IR T OLRA 73 D 2,
HFT . IMF, World Economic Outlook 2 ("Data Template
on International Reserves and Foreign Currency Liquidity
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R2 NEABEEFIESHEBARTONROERKR (B4 : 100 M)

S\ E 2R A R R HAERTT
HH
2008 2009 2010 2011 2008 2009 2010 2011
IS pE 10,616 (100.0) 9,945 (100.0) 8,549 (100.0) 8,190 (100.0) 855 (100.0) 1,086 (100.0) 502 (100.0) 469 (100.0)
SETEIT & 1,372 (12.99 88 (8.9 337 (3.9 98 (1.2 5 (0.6) 9 (0.9 9 1.9 16 (3.4
IMEFIES: 9,245 (87.1) 9,004 (90.5) 8,197 (95.9) 7,942 (97.0) 519 (60.7) 487 (44.8) 475 (94.7 436 (93.0)
NEEf T4 0 (0.0 55  (0.5) 15 (0.2 149 (1.9 313 (36.6) 573 (52.7) 0 (0.0 0o (.0
IERE - SEUERE - - - - 18 (2.1 18 (1.6 18 (3.6 17 (3.6
(&%) ERFAIFEY (%) 4.32 3.69 3.08 3.13
G 9,245 (100.0) 9,004 (100.0) 8,197 (100.0) 7,942 (100.0) 519 (100.0) 487 (100.0) 475 (100.0) 436 (100.0)
[ & 6,309 (68.2) 6,174 (68.6) 5,800 (70.8) 5,471 (68.9) 393 (75.7) 358 (73.5) 338 (71.1) 320 (73.3
EME LIS DG EE S 2,936 (31.8) 2,830 (31.4) 2,397 (29.2) 2,471 (31.1) 126  (24.3) 129 (26.5) 137 (28.9) 116 (26.7)
FRAFHMIELLT 2,459 (26.6) 2,093 (23.2) 1,451 (7.7 877 (11.0) 127 (24.5) 100 (20.5) 83 (17.4) 84 (19.2)
FRIEHWIB1EBLELLT 4,286 (46.4) 4,594 (51.00 4,641 (56.6) 4,740 (59.7) 391 (75.5) 387 (79.5) 393 (82.6) 353 (80.8
FRAT AR AR 2,499 (27.0) 2,317 (25.7) 2,104 (25.7) 2,326 (29.3) 0 (0.0 0 (0.0 0 (0.0 0 (0.0
(28) s 766 (8.3 761 (84 830 (10.1) 720 (9.1 164 (31.6) 114 (23.4) 90 (19.0) 60 (13.7)
(53 S FEAFAER 3.42 3.45 3.59 3.90 2.39 2.49 2.57 2.52

T A 4AE3 ] RIRF R OFERIZLD (7272 L 200840 F AT ORUEIL A A R TIEFHEHOA3H ROFER) o RN OEIEIZ BRI EDLT =7 (%) . SHEZFE 5
BIZFTOERFIEIILEAG N — RO NRIETHRA G EORMIR IR 25 £ TRFAFF I BRI R AR 14 LU T OB PEO V-5 A = 0.5, FR A7 1458

SEELLT OB PEDEIIFRATII = 348 | ZRAF IR D& PED - FRAF I = T4 ) LAUEL T

HIPT S E 2R E SRR RFHE B ASITORFE R L O — L=V B ab LI E H IR,

IR LIE TARIE TR,
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R3 HBXHEAXBTOREMMSE (BEAL: &F)

HAERAT 2006 2007 2008 2009 2010 2011
PANESPEE = EANE ) 4,240 -2,028 -410 -953 -4,087 1,099
I LR FELR 2,012 -6,038 -4,166 -2,186 -4,810 -606
Z DA, 2,228 4,010 3,756 1,233 723 1,705
(%) HRA L — bR (%) 0.5 -14.9 -2.0 -4.9 -10.9 -1.2
Tl 44 7,805 6,408 3,003 3,671 521 5,291
[E| AT 4% (a) 7,415 6,087 2,552 3,488 443 5,026
(%) Wt 4T E% (b) 4,927 7,210 6,694 3,285 2,862 2,752
(a) — (b) 2,488 -1,123 -4,142 203 -2,419 2,274
AW E B E AR R 2006 2007 2008 2009 2010 2011
A E 2RI AT () 86,367 97,757 -61,627  -116,756 -66,760 N/A
I LR = 38,580 13,084  -101,703  -128,713 -84,666 N/A
ZF D 47,787 84,673 40,076 11,957 17,906 N/A
(%) R AL — 2R (%) 3.5 0.0 -10.3 -13.3 -8.8 -7.2
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