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(1) Y= by + bl(Rt - EtApm) + Eth+1 + Vi, b; < 0,
) Re= W+ Api+ W, (Ap—*) + W,y H>0; p,20.
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(4) Ct = EtCt+1 + bO - blrt + Vi, b] < O,

5) Vi = ©1C; T 028 + 03Xy, 0<op,mm,mn<l,

(6) q=si—p+ pl,

(7) im;=y;— 0q;+ const, c>0,
(®) x¢= yi+ o' q+ const, c'>0,
©) ¥, =(-o,)'[o,,a, —00L,q, ]+ const 0<a,<1,

(10 Ap, = (1+B)'[BEAp,, +Ap,, 1+ Kk(y,~F)+u,, K>0,0<B<I,
() R -RF=EAs,, +&,,

(12) r. =R, —-E Ap,,,

(13) R =r+Ap, +1,(Ap, — 1)+, (y, ~F)+N,. MM, 20.

gobobbodogoouobb@uid e ooooobn
ooy oobon

Uydooooodd g xO 30000 gggooooooood

00°0@000000000 s000000000000000 pOp, 000

goggboboboboboddg bbb boogooobbouuuooon
UOmOd00000ooboboobboddeUdog CESUO0O0OOoobDboODOD
ooy o o

goubogoobooooboboooooguuoobobouoobobuoooon

y 000000 0DD0O00O0D000000D00000O0(OD0000O®OODOOO
ugoboboooobobbooobbobboooobbbooobooboboooobobood
pboboooobooooooboobooobobobobobobooboboob

10



oottty 00000y 00O

godooooooooog oes o ARMhWooooooooooo
gbooooooboduouodoooooobooouodod a0t
goooaqooboodoooooouobooouobooooonooooon
(nhooooodgougouoooouobouooumppyooooboo(a?)
godoodooooouooooobooboon ROODooooooo
gooooooboououotdod ndodogog
doddoodooooooom)uubooooodooooodioooadn
goooidleygximp,s, ¢ Rrf00000000O0OI0O00000000OO0
oooRrRObOo0Dooooooooodooogooooooooooonog
OodoodoodMceCallum 2000|000 0000000 00OO0OOOOO0O
dododoooouoouooooobooboooooooooooa
(I3 si—su=Aq+Ap— W Ap—71)— WY —en Ky, 20.
Ubo00a D000 odoooooooooooooooad
godboooooooiodououobobooooooooououoooad
Ododoodoodooooommbooobooboobodondd MeCallum
oooO|U 0000000000000 ooooooooog
gbbootbootdooobootooouootoooooonooooood
0o

guoddod RUboobgoooouoouogayyoouoay)ouogo
godoodoodoodooooooodoooooooanoo ureo g
godoobgouoougoouoobooobooobuoobooooas)

goggbobobobbodoooobo rpwWdooonoobooboooooon

11



00
(13”)  se=sPV+3§,.
0006000000000 00N0t00N0NDOOoOs™ 00000000
O000000000000000000000 R=000000000#)0
00()00000000000000000000000000000000
000000000000000000Svensson [2001]1297 000000000
OOFPWOOOO0O0000000000O0OOROOOOOOOUIPOOOO
00000000000000000000000000000000000
O000OR=000000000000000000000000000000
00000000000000000000000000000000000
0000000000000000000000MecCallum [200000 00000
00000000000000000000000000000000000
00000000000000000000000000000000000
O00D00O0OO0)OFPWOOOOOOOOR=000000000000000
00000000000000000000000000000000000
00000000000000000000000000uIP0O0O0O0O0O000
D0000o0ooooooo™
0000000000000000000000000000000000
00000000000000000000000000000000000
0D0000000000000000000000000000000000

gogoouoooobbbbbboodooooouoooobobobbbboon

Y0000000000Svensson [2001]000000000000000000O0O00OOO0
uobobooooobobooobobooooboboboooooboooooooboon
ugbbogobuooobobooobbooobbuoobboooboooo)ybboobodg
FrPWwioOOOooOooooooooay)yoooobooboobo

12



gogoooooobbbbbboodooooouoooobobobbobboon
bbb buoobooobuobobuoobg
gdgbbioodooobobobbooooooobbobbbodooooooon
bbb buoobooobuobobuoobg
gogoouoooobbbbbboodooooouoooobobobbbboon
bbb buoobooobuobobuoobg
goggbobobobodogbbbodoooooobboobbbooooouooon
00000000000 Lucas[1980]0 0000000000000
goooooooooobobobbbboayyooooooooouoooo
gobobeEgswh oo ouooogooouooonb oo oaoo
ggoooooobbbbbboodooooouooooobobobbobboon
guobugoooanuobogooubbbuooooobobogoooobn
goddgooobobbbboobbbbbbooooanpuoooggoon
bbb ooobuobobuoobg

goooodoooooooooobooogno
& =MB.—(B; +s)]+C.
DDDDBtDBtFDDDDDDDDDDDDDDDDDDDDDDDDDDDD

oo bougoooanhuuooobuooobbgoooon

godoooooaryooooood
(11,) Rt— Rf :(EtSt+1—St)+>\.(L)[Bt— Bf _St]+t_’t.

oo ooooobbobobboomuobobobooobobourpg O

" McCallum [2005]0 000 0000000000000000000O0O000O0O000
oood

13



goouobbbboooilibodoooobbbbiboooddE&W [2003,

200400 000000000000000000 "0

00000000000 O0O0O0O0

O0000002000000000000000000000000000
00000000000000000000000000000000000
00000000000000000000000000000000000
00000000000 0000000000000o0oooooo®ooon
00000000000000000000000000000000000
00000000000 000000O0O0O00000000000000000
00000000000000000000000000000000000
000000000000000000000000000000000000
000000000000000000000@03) 000000000000
00000000000000000000000000000000000
00000000000000000000000000000000000
0000McCallum [2003]16023000000000000000000000
00000000000000000000000000000000000
00(3)0000000000000000000000000000®" 00
0000000000000 00"OSvensson [2003]1630 16400000000

bbb ooobuobobuoobg

2 qrDoo000000000000000o0oonooon

5 00000000000 Coenen and Wieland [2003]0 0000000000 DOOO
Bernanke, Reinhart, and Sack [2004]0 OO0 00000000 O0OOOOOO

“ 00000000000 Coenen and Wieland [2003]0 00 0000000000000
00dooooooobooddooo oo oooooooooooao
00o0bO0000oboOO0ooobooObOO0o0o00ooDbOoOOo0oooobOoooOoooOoDOoOan
oooooooooog

14



gogoooooobbbbbboodooooouoooobobobbobboon
bbb buoobooobuobobuoobg
U000 (Svensson [20041910 92 HO LD UUOUOUOOOOOOODOOO0oooon
bbb ooobuobobuoobg

goggoobbobbodooooobobobboooooon

ooOoogood

O O O O Benhabib, Schmidt-Grothe, and Uribe [2001, 200210 000000000
o0ob0obObobooboobobobobooboobooboooooooooboo
0000000 Db0OD0DbO0O0ODbO00Ob0oDObO0oDObO0oDOo0oDOoOoDoOoDO
O00b00b0obO0bO0bO0bO0obO0000b00b0ObUODOKrugman [1998]0
Eggertsson and Woodford [2003, 2004]0] Auerbach and Obstfeld [2004]C] Coenen and
Wieland [2003]0 0000000000 O0O0O0OOO0OOOOODOO0OOOOOO
0000000 DO0D0DbO0O0ODbO00Ob0oDObO0ODObOO0oDOoOoDOoOoDOoOoDO
oboobooboobooboobooboobobobobooboboooooboo
0000000000000 OIwamoto [2005]0 Fujiwara, et al. [2005]0 00O O O
oboobooboobooboobooboobobobobooboboooooboo
000000000000 Db00OMceCallum 2002000000 100000
ooobobobobobobobD IOwbhobobobobo@a)yuoooo
00000000000000000000D0 450000000 107000
00000000000 00000000000 @O0O0000000 40
50000000000000000000+00000D00D000O0O00O0O0
OAp0r00000D00DORODDOODOODOODOODOOOOOOODOOODO

goubogoobggoboooobobuoobbuo=000obobudg=00

15



gobobobooooboboboooobobbboooobobboooobobbood
00o0o0ob0o0booobob0o AOUOD0OODDbOo0bOooD ADOUOoDooo
gobobobooooboboboooobobbboooobobboooobobbood
gooboooobobobooooobobuooooobbooooobbooo
U McCallum 20020 0000000 OOO0O0O0O0O0OOOOO0O0O0O0O0OO0
Evans and Honkapohja [2001 |0 0 0 0 0D 000000 O OE-stable D 0O 0000
gobobobooooboboboooobobbboooobobboooobobbood
gooboooobobobooooobobuooooobbooooobbooo
gobobobooooboboboooobobbboooobobboooobobbood
gooboooobobobuooooooodogooobbooooobboooo
gobobobooooboboboooobobbboooobobboooobobbood
000000000000 OE-stable 000000000000 0O00000
gbobooobooboobboobuooboobobooboobboobo20
gooboooobobobooooobobuooooobbooooobbooo
O000x+r0000000000000O0O0O0O0DOOOOOOOOOOOO0

0000000000000 ooooooooooon'o

" 00000000 20)00000000000000D0000D00000000000
gbooboooobomibobobobobobobobobobobobobobobob
uobobooooobooubboboooboobooboooobobooooooooboooonooog
oboobobmuboboooobobooobooobobobooooobobobooboon
gbobdwbbooboboooboobobobooboboboobooobobobooboon
goobooooobobobooooboboooobbbooooobooooobooboboog
ubobooboobobooboobboobooobboobooobbooboon
0000000000000 0000D0OWoodford 2003112301200 00000000
ooog

16



U1l

Apt
TC*
0 /
A
-r
—r 0 T Apt-1

goan

goboboobboogoooobobobobobbbob stooooooobobooo
goooooobobbbbbbbboonnoooobbbbbmooooon
gooououooobbbbbbboodoooooouooobobbbbbood
idmngdddooooooooouooooooobbbobobbbboon
UooddooobDbDDMMad Svensson [2001 0000000000 OMOMO
goobbboboboddMceCallum 20000 000000000000 0000
ggoooooobbbbbboodooooouooooobobobbobboon
ooy whbnmb b O
ggooooooooobobbbbbbbobooooo@mvoooooobooboobo
gooouoooobbbbbboodooooooouooobobbbbbood
gogoobobobodgd

17



g

gopoboobbo4000n00DOayuobobbovurrdgooooooamo
U0ODornbusch [1987]7 DU O DODOOOUOO0OO0OOODDOODODOOOO0OOOO
goobbbobbooogobmobbobbuooooobbboodoooan
gogoooooobbbbbboodooooouoooobobobbobboon
00000000000000000000000000000 BOB/OOO

ggoooooobbbbbboodooooouooooobobobbobboon
gobgobboobboobboobooobbooobuoobobooobd
DDD17DDDDDMussa[2OOO]DDBtDBFDDDDDDDDDDDDDDDD

gogoouoooobbbbbboodooooouoooobobobbbboon
ggoooooobbbbbbooodooooooooobobobbbooon
garooooooobobbobbodooo4bbbbooooobboboboo
goggbobbobbtbdgoooobmooobomb o RO oboooon
00000000000000000000 B OB OODOOOOODOODOO

s bbbobbboogoooobobobobboooooaryboooooon
ggoooooobbbbbboodooooouooooobobobbobboon
ggodoooobbbbbbooodoooouooooobobobbbooon
gooobbooobbobbaryooobobbbboooouubb DApdxdyd
Astudgogguobboobboooogoayypooboooogoooooon
goggobbobbodooooobobbood

7 (110000000000 Flood and Marion [2000]0 Flood and Jeanne [2005]0 Blanchard,
Giavazzi,and Sa [2005]0 0 0 0000000000 OO0O0O0O0OOODO O O Weanne and Rose
ro2IUb00bb0O0bUOUdObbUO0bU0O0ObDbO0ObU0O0ObDbDOUObO0On Evans and
Lyons [2002]0 00 0000OO0OOO0O

18



goon

Auerbach, A.J., and M. Obstfeld, “The Case for Open-Market Purchases in a Liquidity
Trap,” NBER Working Paper 9814, 2003.
, and , “Monetary and Fiscal Remedies for Deflation,” American

Economic Review Papers and Proceedings 94, May 2004, 71-75.

Baba, N., S. Nishioka, N. Oda, M. Shirakawa, K. Ueda, and H. Ugai, “Japan’s Deflation,
Problems in the Financial System, and Monetary Policy,” Monetary and
Economic Studies 23, February 2005, 47-111.

Ball, L., “Fiscal Remedies for Japan’s Slump,” NBER Working Paper 11374, May
2005.

Benhabib, J., S. Schmitt-Grohe, and M. Uribe, “The Perils of Taylor Rules,” Journal of
Economic Theory 96, 2001, 40-69.

, , and —— “Avoiding Liquidity Traps,” Journal of Political

Economy 110, June 2002, 535-563.

Bernanke, B.S., “Japanese Monetary Policy: A Case of Self-Induced Paralysis?” in R.

Mikitani and A. S. Posen, eds, Japan’s Financial Crisis and Its Parallels to
U.S. Experience. Washington, DC: Institute for International Economics,
2000.

Bernanke, B. S, and V.R. Reinhart, “Conducting Monetary Policy at Very Low
Short-Term Interest Rates,” American Economic Review Papers and
Proceedings 94, May 2004, 85-90.

Bernanke, B.S., V.R. Reinhart, and B.P. Sack, “Monetary Policy Alternatives at the
Zero Bound: an Empirical Assessment” Brookings Papers on Economic
Activity, 2004, No.2, 1-78, 96-100.

Blanchard, O.J., F. Giavazzi, and F. Sa, “The U.S. Current Account and the Dollar,”
NBER W.P. 11137, February 2005.

Coenen, G., and V. Wieland, “The Zero-Interest-Rate Bound and the Role of the
Exchange Rate for Monetary Policy in Japan,” Journal of Monetary
Economics 50, July 2003, 1071-1101.

Dornbusch, R., “Exchange Rate Economics: 1986,” Economic Journal 97, 1987, 1-18.

Eggertsson, G.B., and M. Woodford, “The Zero Bound on Interest Rates and Optimal
Monetary Policy,” Brookings Papers on Economic Activity, 2003, No. 1,
139-211, 230-233.

, and , “Policy Options in a Liquidity Trap,” American Economic
Review Papers and Proceedings 94, May 2004, 76-79.

19



Evans, D.D., and R.K. Lyons, “Order Flow and Exchange Rate Dynamics,” Journal of
Political Economy 110, February 2002, 170-180.

Evans, G.W., and S. Honkapohja, Learning and Expectations in Macroeconomics.
Princeton: Princeton University Press, 2001.

Flood, R.P., and N.P. Marion, “Self-Fulfilling Risk Predictions: An Application to
Speculative Attacks,” Journal of International Economics 50, 2000,
245-268.

Flood, R.P., and O. Jeanne, “An Interest Rate Defense of a Fixed Exchange Rate?”
Journal of International Economics, 2005, forthcoming.

Fuhrer, J.C., “Habit Formation in Consumption and its Implications for
Monetary-Policy Models,” American Economic Review 90, June 2000,
367-390.

Fujiwara, 1., N. Hara, N. Hirakata, S. Watanabe, and K. Yoshimura, “Monetary Policy
in a Liquidity Trap: What Have We Learned, and to What End?” Bank of
Japan Monetary and Economic Studies 23, February 2005, 471-508.

Goodfriend, M. “Comments.” In I. Kuroda, ed., Towards More Effective Monetary
Policy. Macmillan Press Ltd. in Association with Bank of Japan, London:
1997.

, “Overcoming the Zero Bound on Interest Rate Policy,” Journal of Money,

Credit, and Banking 32, November 2000, 1007-1035.

Jeanne, O., and A.K. Rose, “Noise Trading and Exchange Rate Regimes,” Quarterly
Journal of Economics 117, May 2002, 537-569.

Iwamoto, Y., “Monetary and Fiscal Policy to Escape from a Deflationary Trap,” Bank
of Japan Monetary and Economic Studies 23, February 2005, 1-46.

Jung, T., Y. Teranishi, and T. Watanabe, “Optimal Monetary Policy at the
Zero-Interest-Rate Bound,” Journal of Money, Credit, and Banking 37,
October 2005, 813-836.

Krugman, P., “It’s Baaack! Japan’s Slump and the Return of the Liquidity Trap,”
Brookings Papers on Economic Activity (1998, No.2), 137-187.

Kydland, F.E., and E.C. Prescott, “Rules Rather than Discretion: The Inconsistency of
Optimal Plans,” Journal of Political Economy 85, June 1977, 473-491.

Lucas, R.E., Jr. “Rules, Discretion, and the Role of the Economic Advisor.” In S.
Fischer, ed., Rational Expectations and Economic Policy. Chicago:
University of Chicago Press, 1980.

Lucas, R. E., Jr., and T.J. Sargent (eds.) Rational Expectations and Econometric

Practice. Minneapolis: University of Minnesota Press, 1981.

20



McCallum, B.T., “Theoretical Analysis Regarding a Zero Lower Bound on Nominal
Interest Rates,” Journal of Money, Credit, and Banking 32, November 2000,
870-904.
, “Inflation Targeting and the Liquidity Trap,” in N. Loayza and R. Soto, eds.,
Inflation Targeting: Design, Performance, Challenges. Central Bank of
Chile, 2002.
,"“Japanese Monetary Policy, 1991-2001,” Federal Reserve Bank of Richmond
Economic Quarterly 89, Winter 2003, 1-31.
, “A Monetary Policy Rule for Automatic Prevention of a Liquidity Trap,”
NBER Working Paper 11056, January 2005.
McCallum, B.T., and E. Nelson, “Nominal Income Targeting in an Open-Economy
Optimizing Model,” Journal of Monetary Economics 43, June 1999,
553-578.
Meltzer, A.H., “Comments: What More Can the Bank of Japan Do?” Bank of Japan
Monetary and Economic Studies 17, December 1999, 189-191.
Mussa, M., “Reflections on Monetary Policy at Low Inflation,” Journal of Money,
Credit, and Banking 34, November 2000, 1100-1106.
Orphanides, A., and V. Wieland, “Efficient Monetary Policy Design Near Price
Stability,” Journal of the Japanese and International Economies 14,
December 2000, 327-365.
Reifschneider, D., and J.S. Williams, “Three Lessons for Monetary Policy in a Low
Inflation Era,” Journal of Money, Credit, and Banking 32, November 2000,
936-966.
Svensson, L.E.O., “The Zero Bound in an Open Economy: A Foolproof Way of
Escaping from a Liquidity Trap,” Bank of Japan Monetary and Economic
Studies 19, February 2001, 277-312.
, “Escaping from a Liquidity Trap and Deflation: The Foolproof Way and
Others,” Journal of Economic Perspectives 17, Fall 2003, 145-166.
, “Comment,” Brookings Papers on Economic Activity, 2004, no. 2, 84-93.
Taylor, J.B., “Discretion Versus Policy Rules in Practice,” Carnegie-Rochester
Conference Series on Public Policy 39, November 1993, 195-214.
Ueda, K., “The Bank of Japan’s Struggle with the Zero Lower Bound on Nominal
Interest Rates: Exercises in Expectations Management,” International
Finance 8, Summer 2005, 329-350.
Woodford, M., Interest and Prices: Foundations of a Theory of Monetary Policy.

Princeton University Press, 2003.

21



