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MNI POV (Point Of View): The Last Remaining Dove 
Doubles Down 
 
The BoJ’s latest decision met wider expectations in the main, as the Bank made no changes to its benchmark 
monetary policy settings and forward guidance, with the board adopting a unanimous voting pattern after the 
departure of dovish dissenter Kataoka. 
 
Some had flagged the potential for a change to the Bank’s forward guidance (via the removal of the “or lower” 
phrase re: interest rates), but as we highlighted pre-decision, we didn’t think that such a move would be 
forthcoming as it would muddy the Bank’s message as it sticks with its ultra-loose policy settings. 
 
A surprise came as the Bank lengthened the life and staggered the wind down of its COVID funding provisions for 
SMEs, as opposed to shuttering the facilities at the end of September, as scheduled. The Bank also introduced a 
new financing scheme that it believes will meet a wider range of funding needs (see the post-meeting statement for 
further details), providing another surprise. 
 
The press conference was headlined by Governor Kuroda stressing that there is no need to consider interest rate 
rises for a few years. He also suggested that there will be no need for the Bank to alter the central principles of its 
forward guidance for 2-3 years, but conceded that some tweaks may be required, contingent on economic 
developments. 
 
The Bank also outlined a high probability that core inflation will rise further before year end (to levels above those 
given in July’s economic projections), before moderating in 2023. Furthermore, the BoJ continued to point to the 
need to foster wage growth in order to generate sustainable inflation. This helped cement the Bank’s status as the 
last remaining dove in the major global central bank sphere, with Kuroda stressing that the Bank will not exit 
negative rates just because other central banks have. 
 
The continued, clear divergence in monetary policy saw USD/JPY show above Y145.00 on a couple of occasions, 
with the ministry of finance stepping in to intervene late in Tokyo day, briefly taking the cross back below Y141.00. 
Still, the JPY will likely remain under pressure given the unilateral nature of the intervention, growing divergence in 
BoJ monetary policy settings vs. its major global counterparts and balance of payment headwinds centred on 
Japan’s net importer of energy status. This mix has the potential to render intervention efforts futile. 
 
JGBs rallied in the wake of the decision (perhaps fuelled by short covering by offshore participants), with the Bank 
deploying a round of unscheduled fixed rate operations for good measure as markets opened for afternoon trade, 
as it reaffirmed its support of its YCC settings. Note that JGB liquidity was a problem pre-decision, with 10-Year 
cash JGBs not trading for ~2.5 days in the run up to the event, per newswire reports. 
 
Looking ahead, we expect the BoJ to remain on hold through the end of Governor Kuroda’s term (which runs into 
April 2023). Kuroda’s post-meeting press conference pointed to steady monetary policy settings well beyond that 
point, although a combination of a weaker JPY and stubbornly elevated inflation may generate some political 
pressure post-Kuroda. The public is already voicing its displeasure re: inflation, which is weighing on PM Kishida’s 
approval ratings.  

https://www.boj.or.jp/en/announcements/release_2022/k220922a.pdf
https://www.boj.or.jp/en/announcements/release_2022/rel220922a.pdf
https://www.boj.or.jp/en/announcements/release_2022/k220922a.pdf
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MNI State Of Play: BoJ On Hold For Years As MoF Buys 
Yen 
 
By Hiroshi Inoue 
 
TOKYO (MNI) - Bank of Japan Governor Haruhiko Kuroda insisted on Thursday that the BOJ will not raise interest 
rates or change its forward guidance for policy rates for years, as yen weakness prompted the Ministry of Finance 
to purchase the currency for the first time since 1998. 
 
The yen fell to a fresh 24-year low of 145.40 to the dollar immediately after the BOJ said it was keeping monetary 
policy on hold, before rocketing back towards 142 as the MOF intervened. 
 
Speaking after the BOJ board’s first unanimous vote since October 2014, Kuroda said the weak yen has a negative 
effect on the economy and prices and that the BOJ was in close contact with the government over the matter. 
(See MNI INSIGHT: Yen At 150 Would Put Pressure On BOJ) 
 
“Recent forex moves are one-way and are partly caused by speculative trading, and the rapid weak yen is 
increasing uncertainties and making it difficult for firms to plan their future businesses,” Kuroda told a news 
conference minutes before news of the currency market intervention. 
 
He stressed that yen weakness would not prompt a move away from the BOJ’s easing stance. 
 
“Fine-tuning may be possible, depending on developments of economy and prices. But the BOJ will not raise 
interest rates for the time being. For the time being means a long span, such as a few years,” the governor said. 
In its decision, the BOJ noted that inflation expectations had risen. But its policy stance is increasingly divergent 
from those of other major central banks, such as the Federal Reserve, the European Central Bank and 
the Bank of England, which are raising policy rates to rein in inflation. 
 
EASY POLICY 
 
The BOJ decided to phase out its special financing facility for smaller firms, and said it would provide unlimited 
funds against pooled collateral, with a view to meeting a wider range of financing needs. 
 
While core inflation this fiscal year will be stronger than the BOJ forecast in July, the year-on-year rise in prices will 
slow to around 1.5%. in fiscal 2023, the governor said. 
 
The Board left its forward guidance for policy rates unchanged, indicating that policymakers remain vigilant against 
near-term downside risks. 
 
The BOJ said it “will not hesitate to take additional easing measures if necessary” and also “expects short- and 
long-term interest rates to remain at their present or lower levels.” 
 
 
 
  

https://enews.marketnews.com/ct/x/pjJscAeKlrgI6almIxsgGg~k1zZ8KXr-kA8x6jAWJfwpokPj-kWeg
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Sell-Side Views 

 
Barclays: The BoJ will continue to face the classic trilemma of international finance, or the incompatibility of 
monetary policy independence and exchange rate stability on the assumption of perfect capital mobility, as a result 
of sticking to its current YCC amid increasing hawkishness at other major central banks. In this context, tensions 
between the market and the BoJ around expectations for policy revision will likely remain intact, as observed into 
the July and September MPMs, depending on the direction of policy at US and European central banks. 
 

• We believe the BoJ’s window of opportunity to revise policy centered around YCC will remain largely 
closed from H2 FY22 to FY23 amid mounting concerns about global economic deceleration and recession, 
then reopen in H1 FY24. At this stage, we expect the BoJ to gradually shorten the target of its yield curve 
controls until finally returning to conventional monetary policy targeting a single short-term rate, then lift its 
negative interest rate policy and restore its zero interest rate policy before gradually raising policy rates. 

• The absence of a global recession (an abrupt switch to rate-cutting led by the Fed) and domestically 
sustained wage growth may be the most important requirements for policy revision by the BoJ. In terms of 
the latter, whether next spring’s annual wage negotiations produce hikes of at least +3%, as targeted by 
the government, will be one key focus. 

 
Goldman Sachs: Governor Kuroda noted that the Japanese economy is still in the midst of recovery from COVID-
19, and so it would take another 2-3 years for a virtuous cycle of wage and inflation to be realized. He then clearly 
stated that forward guidance will be maintained, and that no rate hike is required during that period. 
 

• We do not think Governor Kuroda will be involved in BOJ decision-making after his term ends next spring. 
That said, his statement above strongly reaffirms our long-held view that YCC will remain intact under the 
remaining tenure of Governor Kuroda. The Governor also noted that, while central banks in most advanced 
nations continue to tighten substantially, the BOJ is pursuing policy based on domestic considerations, and 
sees no significant side-effects from the negative interest rate policy. 

 
ING: The BoJ has made it clear that it will stick with its ultra low monetary policy until inflation stays at around 2% in 
a more sustained fashion. In addition, the BoJ decided to phase out its pandemic relief loan programme which were 
supposed to terminate in September. Instead, part of the programme will extend until March next year. Taken 
together with today's results, the forward guidance indicates downside risks for the economy and policy 
normalization is still far away. There are four policy meetings left until Governor Kuroda retires next April, and there 
is little possibility of policy change at these four meetings. Also, it is still too early to tell but it appears that it will take 
some time for the BoJ to make any policy changes even after Governor Kuroda steps down. 
 
J.P.Morgan: The most notable change in the statement is the BoJ’s assessment of underlying inflation,. Although it 
had also previously stated the its expectation of a sustained rise in prices, this time the perception has shifted to 
this being more of an underlying inflationary pressure backed by an improvement in the output gap. 
 

• However, Kuroda’s tone at the press conference remained dovish. Kuroda expressed a positive view on 
the outlook for the economy and wages as a whole, referring to the upward risk to FY2022 inflation, but 
reiterated his view that the 2% inflation target is not expected to be achieved “in a stable manner.” While 
admitting there could be potential fine-tuning depending on economic and inflation developments, Kuroda 
also denied the need to change the forward guidance for the time being, referring to the remaining negative 
impact of COVID-19 on the economy and the current situation in which the output gap and the pace of 
wage gains have yet to fully improve. From Kuroda’s tone, we think BoJ prefers to maintain the current 
easing bias until its view of a rise in underlying inflationary pressures will be supported by a strong recovery 
in demand, inflation spreading to services, and wage increases. 

• On yen depreciation, while acknowledging that the weak yen is having a negative impact on the non-
manufacturing sector, SMEs, and households, Kuroda continued to deny the possibility and necessity of 
changing monetary policy to prevent yen depreciation. Instead, he said that monetary policy would help 
counter these negative effects by continuing the easing measures to support the economic recovery. 

• We expect upward pressure on prices to spread to services as the economic recovery gains momentum in 
the coming months, and, as Kuroda also has acknowledged, wages are expected to grow steadily as the 
weak yen has positively affected large firms’ earnings. We expect that these economic and inflation 
developments will gradually dispel the persistent low inflation expectations of the BoJ and the economy, 
leading to the BoJ gradually shifting its policy stance toward normalization. 
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Societe Generale: As we expected, the BoJ kept its main monetary policy tools (YCC and ETF purchases) 
unchanged. In addition, it decided to continue to make daily fixed-rate 10y JGB purchases at 0.25%. On the other 
hand, we had also expected the BoJ to end the pandemic-relief funding scheme this month, as scheduled. 
However, it decided only to phase out the operation and shift to fund-provisioning to meet a wide range of financing 
needs. As a result of this, it did not adjust the policy guidance which flags the COVID-19 pandemic as the top 
economic risk. We expect this forward guidance to be maintained at least until Governor Kuroda leaves office next 
spring. 
 

• In addition, Governor Kuroda said that FY22 inflation would exceed the level projected in the July Outlook 
Report but that the BoJ expects it to fall below 2% again in the next fiscal year. It is highly likely, in our 
view, that core CPI will reach 3% in October before returning to around 1% from Q223 again. 


