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Evaluation of Monetary Easing Policy by Using BOJ Balance Sheet

Satoshi DAIGO

(Professor emeritus, University of Tokyo)

The aim of this article is evaluation of the Quantitative and qualitative monetary easing policy in
Japan through analyzing the Bank of Japan (BOJ) balance sheet.

Despite the huge scale buying operation of Japanese Government Bonds (JGBs) by BOJ for last seven
years, monetary stock suppling by private financial institutions to money market has not increase to
correspond with monetary base, but major part of monetary base was locked in BO]J current accounts.

Such situation has largely caused by applying advantageous interest rate to major part of the excess
reserve of BOJ current accounts.

BQO]J adopted a three-tier system in which the outstanding balance of each financial institution’ s
current account at BOJ was divided into three tiers, to which a positive interest rate of 0.1 percent, a
zero interest rate, or a negative interest rate of minus 0.1 percent was applied.

Because private financial institutions had not more profitable investment opportunities than the
positive interest rate of 0.1 percent, major part of the excess reserve of BOJ current accounts had
leaved as it is.

In addition, the stage of the monetary restraint after monetary easing , BOJ face more severe
dilemma. If long-term interest rate increase due to the monetary restraint policy, BOJ meet the gap
between higher interest rate on the excess reserve of BOJ current accounts and less return from JGBs
which is fixed on lower-interest rate. As a result, financial position of BOJ will rapidly get worse.

Another argument for the quantitative and qualitative monetary easing policy is “consolidated
government” view. According to this view, central government and BOJ are regarded as parent/
subsidiary relationship and the JGBs balance as liabilities for central government canceled out the JGBs
balance as assets for BOJ.

However, from the viewpoint of the central government, such offset is nothing but the replacement of
the liability from JGBs to debt due against private financial institutions. Hence, total liabilities for central

government leave unchanged and “consolidated government” view is nothing but illusion.
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What Can Accounting Represent, and What Should Accounting
Count?

Tomoji ONOZUK
(The University of Toky

Accounting was not a super historical deed. Two major changes were required for the recc
system we now consider to be accounting. The first is the transformation of the norm of wealth. .
far as we can tell, pre-modern society is characterized by an unproductive norm of wealth (immoral
of extra wealth) that does not use the wealth (surplus) of this term for the promotion of wealth in t
next term. To put it in a modern way, we are not investing the surplus of this term, so a norm that «
not generate the concept of capital was covering the pre-modern society. The first change is that the
norms were converted into new norms in which one may grow wealth in good faith according to |
endless desires, or rather, wealth must be actively promoted.

The second condition for accounting is the establishment of an individual. But it is different from t
establishment of an individual in the history of thought and religious history. It was an individualizati
of a company or companionship. For long wealth was promoted through collaborative and busine
relationships between multiple natural persons. In particular, in the case of joint ventures in whi
multiple natural persons bring in capital, such as societas maris, rather than business consignment li
Commends, the concept of “the share of capital and the share of profit” occurred. A company
business concern was not originally an individual, but was merely a joint business of natural persc
(commenda in which one trusted other one to entrust business) and business fellowship (socie
association, company). In the Middle Ages and early modern societies, when business relationsh
and joint businesses were settled and dissolved each time, it was unexpected that the company hac
personality. '

However, at present, almost all companies lose their original meaning and are regarded as rights a
obligations with a single intention. In cooperatives and trade unions, members are still natural peot
But in the case of a joint-stock company, the “members of association” are now merely investc
and investor is not the person who represents the company. Employees are merely subordinate
the joint venture of the company, whether they are officers or regular employees. And their stat
and authority are guaranteed by the contractual relationship with the company. They are not {
personality who represents the company. The modern accounting method to describe a company
established by treating the company as one independent individual (body corporate or juristic artific
person) other than the investors and employees. What took place in the process of establishment
the art of accounting can be described as a development of Gilman's inductive accounting standar
When a company in modern sense was established, companies were given legal personality and the .

of accounting.
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Whether the historical mission of accounting is about to end, orv whether it will survive as a method
of describing and evaluating a company by making it non-individualized and de-monetized, will depend
on what will happen on the Company's Fortunes (remember the Family Fortunes by Davidoff and Hall).
I think what is required near future is the following; what type of companies will have a low burden
both on humans and the environment in a low-growth/zerote-growth economy can be envisioned and

practiced steadily one by one.



