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An Empirical Analysis of Japan’s Monetary Policies:
A New Keynesian Perspective
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Abstract:

In this paper, I apply a Bayesian Markov chain Monte Carlo (MCMC) method
using Japan's time-series data based on a new Keynesian macroeconomic model
to monetary policies that Japan's monetary authority and the central bank have
implemented to date. The results show that February 1999, when the Bank of
Japan introduced the zero percent interest rate policy into the Japanese economy,
became the turning point from a conventional to an unconventional monetary policy
regime, and I quantitatively clarify the changes that have occurred in the financial
environment between two regimes and verify their practical implications. Lastly, this
paper considers new directions for monetary policy.
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