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MNI POV (Point Of View): The Solitary Dove 
 
The BoJ will likely leave its monetary policy settings and forward guidance as they currently stand come the end of 
its October policy meeting, as it looks to promote meaningful wage growth, while looking through the current round 
of cost-push driven inflation. 
 
The ultra-dovish tone has reverberated throughout BoJ communique in recent months, with the Bank leaving itself 
as the last dove in the room when it comes to the major global central banks. 
 
The Bank continues to lean against the tide when it comes to enforcing its current Yield Curve Control (YCC) 
settings, with 10-Year JGB yields continuously testing the upper end of the BoJ’s permitted -/+0.25% corridor in 
recent weeks. This has resulted in various rounds of fixed rate purchases and off-schedule/upsized Rinban 
purchases even after the BoJ upsized its purchases in its Q4 purchase plan. 
 
While the chances of a hawkish tweak to the Bank’s YCC settings are no longer 0, we don’t think that the Bank will 
want to depart from the status quo and allow the bond vigilantes to force its hand at higher yield levels in the 
weeks/months that follow the October decision. 
 
The problem with enforcing such a policy in the current macroeconomic framework is that it promotes a weaker 
JPY, adding fuel to the well-documented inflationary pressures evident across the globe at present. While the 
currency move has been relatively orderly and driven by fundamentals, it has tiggered some well-documented, 
albeit unconfirmed, bouts of FX intervention from the Japanese authorities in recent days (after September’s 
confirmed JPY purchases), as they look to at least slow the velocity of JPY weakness observed. 
 
The weakness in the currency and somewhat stickier global inflationary impulse should result in a nudge higher for 
the Bank’s CPI forecast for the current FY (the Bank’s major economic forecasts from its July Outlook report can be 
found on the next page). While the Bank’s median FY22/23 core CPI forecast will likely move to at least 2.5% Y/Y, 
it remains of the view that core inflation will move back below its 2% goal in FY23/24. Expect near-term GDP 
growth expectations to nudge lower on the well-defined sources of global risk. 
 
The 2023 spring wage negotiations provide the next major staging post for the BoJ, providing it sticks to script in 
the between. If those negotiations see a more notable round of wage growth and/or inflation becomes more 
embedded than the BoJ currently perceives (it is unlikely that peak Japanese inflation for this cycle is behind us 
given the recent movement in JPY and the lagged feedthrough into import costs) then we could see some 
tightening from the BoJ. 
 
One complicating factor is the end of BoJ Governor Kuroda’s term atop the central bank, which will come in April 
’23. Some believe that the introduction of a new Governor will automatically trigger monetary tightening. We do not 
believe this will necessarily ring true. If we see a mix of a recovery in the JPY (on the back of a global economic 
growth downturn/recession), slowing inflation and disappointing wage growth then a new Governor could choose to 
hold off from tightening in the early months of their term.  
 
Participants will be on a heightened state of alert during Governor Kuroda’s press conference, after the Bank’s 
September meeting was followed by the aforementioned round of confirmed FX intervention from the Japanese 
authorities. 
 
Expect Kuroda’s yen-centric comments to zero in on both the benefits and disadvantages of the recent run of JPY 
weakness, alongside warnings regarding unacceptable levels of speculation driving moves, with a similar message 
surrounding market volatility also set to be deployed. 
 
The BoJ faces a testing time in the months ahead, although it has proven that it stands ready to defend its current 
policy settings, via both words and actions. 
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Major Economic Forecasts From The BoJ Outlook For 
Economic Activity and Prices - July 2022 
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MNI BOJ WATCH: BOJ To Maintain Easy Policy, Forward 
Guidance 
 
By Hiroshi Inoue 
 
TOKYO (MNI) – The Bank of Japan board is expected to maintain yield curve control and dovish forward guidance 
for its policy rate as officials see the ongoing need to support economic activity even as the yen hovers at a 32-year 
low, MNI understands. 
 
Policymakers will review their medium-term economic growth and inflation rate forecasts out to fiscal 2024 at the 
policy meeting on October 27-28. The median forecast for the year-on-year rise in the core consumer price index 
this fiscal year will be revised up from 2.3% to above 2.5% as companies pass on higher costs and the yen 
weakens. (See MNI POLICY: BOJ To Lift FY22 CPI Forecast; Trim Growth View) 
 
Japan's core CPI rose at a 3% y/y pace in September and will likely rise further over the short term given the time 
lag between a weaker yen and when it starts affecting food and durable goods prices, as well as other prices. 
 
The BOJ will not use monetary policy to support the yen, even as the weak currency pushes up import prices - and 
inflation - and squeezes household spending. The Japanese government intervened to support the currency on 
Friday after it traded just shy of JPY152. 
 
The policy rate will be kept at -0.1% and the BOJ's yield curve control policy will continue to target a 10-year 
yield of between -0.25% and 0.25%. (See MNI BRIEF: BOJ's Kuroda Says Keeping Easy Policy Appropriate) 
 
BOJ officials view the upside risk to inflation as small, but they are focused on how corporate price-setting and the 
economy evolves from January as they seek to avoid making the same mistake as the Federal Reserve did in 
underestimating the threat of inflation. 
 
If the BOJ gains confidence that inflation is edging higher, it may allow the bank to start considering a change in the 
outlook for monetary policy. 
 
WAGES IN FOCUS 
 
Bank officials judge that wage hikes next April hold the key for Japan to move towards achieving price rises in a 
sustainable and stable manner. (See MNI POLICY: BOJ Studies Inflation Risks; Wages in Focus) 
 
They see growing pressure on major firms that have enjoyed higher profits from the weaker yen to implement 
reasonable wage hikes. However, smaller firms that have been hit by high costs are having difficulty in raising 
wages. (MNI INSIGHT: BOJ POLICY Waits On Small Firm Wage Hikes) 
 
One-time wage hikes aren’t sufficient to change people inflation expectations but the impact of April's wage hikes 
on households will last for the fiscal year, somewhat easing the impact of high costs. 
 
The Japanese Trade Union Confederation, known as Rengo, is seeking an increase of about 5%, which represents 
a rise of about 3% in base pay along with a seniority-linked bump of roughly 2%. 
 
The BOJ and private economists are unsure that a price-wage spiral will develop as the rise in CPI was mainly due 
to cost-push factors and wage hikes were small. 
 
 
 

  

https://enews.marketnews.com/ct/x/pjJscAaJlboI6alkJxBwGQ~k1zZ8KXr-kA8x6jBW5TypokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAaJlboI6alkJxBwHg~k1zZ8KXr-kA8x6jBW5TypokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAaJlboI6alkJxBwHw~k1zZ8KXr-kA8x6jBW5TypokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAaJlboI6alkJxBwHA~k1zZ8KXr-kA8x6jBW5TypokPj-kWeg
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Sell-Side Views 

 
Bank of America: We expect the Bank of Japan (BoJ) to keep all key targets, as well as its forward guidance, 
unchanged at its upcoming policy board meeting on Friday, 28 October. The board is also likely to leave, intact, the 
+25bp ceiling for the 10-year yield under yield curve control (YCC) and reiterate its pledge to conduct unlimited, 
daily, fixed-rate bond-buying operations in its defense. 
 

• We do not expect a major shift in tone in the BoJ's upcoming Outlook Report. The Board will almost 
certainly revise up its FY22 and FY23 inflation projections, which were too low to begin with but now look 
even more stale after the recent run of CPI prints and additional tailwinds from the weaker yen. 
However, we expect the Board's medium-term (FY23 and FY24) core inflation forecasts to remain below 
2%, in line with Governor Kuroda's continued statements that inflation is expected to drop back below 
target from next fiscal year. 

• Meanwhile, we expect a small cut to the Board's FY23 GDP forecast, driven by a gloomier view on external 
demand: earlier this month, the International Monetary Fund (IMF) downgraded its global growth forecast 
to 2.7% (vs. its 2.9% projection in July). The BoJ is likely to cite rising uncertainties around the global 
outlook as another reason to stick to its current "wait-and-see stance". 

 
Barclays: We look for the BoJ to stand pat, defying expectations for revisions to forward guidance around policy 
rates in response to the weak JPY. We expect upward revisions to CPI forecasts, but a continuing outlook for sub-
2% inflation in 2023. 
 
CBA: Japan’s inflation dynamics have improved.  For example, trimmed inflation and inflation expectations have 
increased materially.  However, we do not expect policy-makers to consider the gains are sustained as of yet.  
Therefore, we expect the Bank of Japan to keep policy settings unchanged. 
 
Goldman Sachs: We expect the BOJ to maintain the status quo across all monetary policy parameters - yield 
curve control (YCC), asset purchase programs (including fixed-rate purchase operations), and forward guidance - 
at its October 27-28 monetary policy meeting (MPM). Regarding the BOJ’s forward guidance, which states that 
short- and long-term policy interest rates will "remain at their present or lower levels," Governor Haruhiko Kuroda 
said at the post-September MPM press conference that it will be maintained for another 2-3 years, as the Japanese 
economy is still in the midst of a recovery from the pandemic, and it will take time for a virtuous cycle of wages and 
inflation to be realized (Mr. Kuroda has subsequently withdrawn his "for 2-3 years" comment). 
 

• In the quarterly Outlook Report, we expect the BOJ will raise its core CPI outlooks for FY2022 and FY2023 
to around +2.7% and +1.6%, respectively, from +2.3% and +1.4% in the July report, reflecting data 
available since the July MPM and other developments, such as further yen depreciation and proactive price 
increases for food and other goods, while we assume its FY2024 outlook will remain largely unchanged. At 
the same time, the BOJ is likely to continue to stress that current inflation lacks sustainability, as it is 
primarily being driven by cost-push factors, such as rising energy and other commodity prices and the 
weak yen, and that inflation will decelerate throughout FY2023. 

• As for real GDP growth, we expect the BOJ will lower its outlooks for FY2022 and FY2023 to around 
+2.0% and +1.7%, respectively, from +2.4% and +2.0% in the July report, in light of recent data and the 
prospect of a global economic slowdown. We assume its FY2024 outlook will remain largely intact. 

 
ING: We expect the BoJ to stand pat despite the recent JPY weakness. Governor Kuroda could however warn that 
the recent currency movements would have a negative impact on the nation’s economy but we doubt the JPY 
depreciation will trigger any changes in the BoJ’s policy stance. 
 
J.P.Morgan: We don’t expect any policy changes, but there is a risk of a YCC adjustment as a surprise move. We 
expect an improvement in economic fundamentals toward next year to support the BoJ’s exit from its current super-
accommodative policy settings, and expect an adjustment to the YCC in March 2023. However, pressures from the 
market continue to rise, and it is becoming even more difficult for the BoJ to maintain the current policy while 
simultaneously maintaining stable exchange rates and securing liquidity in the JGB market. 
 

• The recent developments in domestic demand, prices, and wages continue to suggest a broadening of 
inflation pressures. Starting from October, the government removed the limit on foreign arrivals and 
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resumed travel subsidies. These appear to have supported services activities, that had remained below the 
pre-pandemic norm until the summer, leading to a trend improvement in business sentiment in the service 
industry. Price increases have also been announced one after another for administrative fares that have 
not been revised for more than 10 years. In addition, the Japanese Trade Union Confederation has 
announced its policy of requesting a 3% increase in base wages, the highest in almost 30 years, for the 
next spring wage negotiation, and the government and the Federation of Economic Organizations are also 
supporting this. 

• Market pressure has also intensified. It is becoming even more difficult for the BoJ to balance the liquidity 
of the JGB market with the stability of the currency while maintaining the current policy setting. 

• At the post-meeting press conference, Governor Kuroda will likely show concern about the rapid yen 
depreciation, but at the same time he is likely to reiterate the need to maintain the current easing policy, 
aiming to curb expectations for higher rates. In fact, the spread of inflation pressure to services and stable 
wage increases have yet to be confirmed as economic indicators, indicating that policy changes are likely 
to be premature as of now. However, YCC is a policy where it is effectively impossible for a central bank to 
guide the market in advance. Thus, we don’t expect the BoJ to hint of any policy changes ahead of an 
actual move, and we are aware that a central bank may have an incentive to make policy changes before 
the market fully expects the changes. 

• Under these circumstances, likely changes to the BoJ’s view on growth and inflation in the post-meeting 
statement and the Outlook Report will provide important clues to the BoJ’s policy revisions. The BoJ is 
likely to remain cautious about the significant upward revision of the inflation outlook for FY2023, as 
changing it could prompt a rise in market speculation. However, seeing whether the BoJ will move forward 
with a positive view on the domestic economy and inflation will give us some hints of the BoJ’s policy 
intentions. 

 
Mizuho: We expect another unanimous decision to leave monetary policy on hold. We see no room for policy 
changes that could be interpreted as a lifting of the policy rate until Governor Kuroda's term ends. 
 

• We expect the Outlook report to include a downward revision to real GDP but an upward revision to core 
CPI growth in FY22. 

• We expect Governor Kuroda to remain adamant in his press conference that the BOJ will not change policy 
in an attempt to halt the yen's rapid slide against the dollar, and to emphasize the importance of 
maintaining accommodative monetary conditions to support wage increases in next spring's bargaining 
round. 

 
Morgan Stanley: We expect the bank to remain on hold at the October policy meeting. Gov. Kuroda has not 
shown any indication of revising his existing view that anticipated price increases, mainly from higher costs, that are 
temporary. In the price outlook from the quarterly Outlook Report, we expect the median outlook of policy members 
to be marked up for F2022(F3/23). That said, for F2023(F3/24) and F2024 (F3/25), we anticipate continuation of 
the median figures remaining below 2%, although we think a marginal upward revision is possible. We expect the 
BoJ to maintain existing policy under Gov. Kuroda, but we expect it to review and tweak YCC relatively soon after 
the next governor assumes office in 2023, while closely monitoring the result of next spring’s labor negotiations and 
wage revisions for full-time employees 
 
NatWest: Another "no change" decision from the BOJ is a done deal at its October monetary policy meeting, and it 
also seems likely that the Outlook report's economic forecasts will continue to show core CPI inflation slowing to 
sub-2% levels from FY2023. There is however still persistent market speculation - particularly among overseas 
investors - that an adjustment of monetary policy settings might be imminent. For those contemplating such a 
possibility, the key points worth focusing on in the Outlook report and Governor Haruhiko Kuroda's post-meeting 
press conference will be (1) the degree of confidence expressed in wage growth prospects for 2023, (2) the degree 
of caution expressed about downside risk to overseas economies, and (3) any concerns that might be expressed 
about bond market functioning. 
 
Scotiabank: The Bank of Japan is expected to leave its -0.1% policy balance rate and around 0% 10-year yield 
target with its implied 25bps ceiling when it delivers its fresh decisions on Friday. It’s unlikely that Governor Kuroda 
will change his tune that Japan is not getting the kind of inflation he wants or in favour of yen intervention. 
 

• Recall that Kuroda wishes to see sustained 2% inflation over the medium-term. The current 3% rate of 
inflation is not the type that he wants as it is fed by transitory factors such as yen weakness and oil prices. 
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Absent wage growth - that remains much weaker in Japan than, say, the US - it is unlikely for inflationary 
pressures to be sustainable. This is why Kuroda recently emphasized that he expects inflation to peak 
toward the end of this year and then gradually cool. 

 
 
Societe Generale: We expect the BoJ to maintain its main monetary policy, i.e. yield curve control (YCC) and ETF 
purchases, at its upcoming meeting on 27-28 October. In addition, the BoJ will continue to conduct daily fixed-rate 
10y JGB purchases at 0.25%. 
 

• The Outlook Report, will be released at the same time. We expect the core CPI (CPI excluding only fresh 
food) forecasts for FY22 and FY23 to be increased from +2.3% and +1.4% in July to +2.7% and +1.8%, 
respectively, due to the rise in food prices and yen depreciation. On the other hand, the growth outlook for 
FY22 and FY23 will slightly be lowered from +2.4% and +2.0% in July to 2.3% and +1.9%, respectively. 
Curbs to purchasing power due to higher inflation will depress the growth rate but only to a modest degree 
due to the lifting of the limit on tourists to Japan and the new travel discount programme. 

• At the press conference after the policy board meeting, BoJ Governor Kuroda will likely repeat the bank’s 
explanation that the main reason for the upward revision of the price outlook is the increase in costs 
associated with high raw material prices and the weak yen - and price increases due to the cost push lack 
sustainability. 

 
UBS: The most frequent question from our clients is what we expect the BoJ to do to counter recent sharp JPY 
depreciation and higher CPI inflation. Our answer is simple and unexciting: nothing. We do not expect the BoJ to 
change any policy tools and forward guidance at the policy meeting on 28 October. It may sound surprising for 
those who are not familiar with Japan's unique inflation dynamics and what governor Kuroda has been arguing. His 
message has been persistently decisive: Japan's CPI inflation will slow to below 2% next year so policy tightening 
is not necessary and inappropriate at this stage. We agree with this inflation outlook. On the JPY depreciation, his 
and the MoF's view are same: too rapid move is harmful for the economy so the MoF would conduct direct FX 
market intervention to buy JPY and sell USD, if necessary, but they are not targeting certain level. Actually, low 
level of JPY is positive for the economy for staying on hold"). While voices criticizing Kuroda's stance from 
politicians from opposition party have increased, we do not think he will pivot to tighten the policy or amend the 
current policy tools. 
 

• With the improvement in the Covid situation, the Bank may change its dovish forward guidance, stating 
"For the time being, while closely monitoring the impact of COVID-19, the Bank will support financing, 
mainly of firms, and maintain stability in financial markets, and will not hesitate to take additional easing 
measures if necessary; it also expects short- and long-term policy interest rates to remain at their present 
or lower levels." However, we think the probability of the amendment is low as the change in this guidance 
would prompt unnecessary speculation of near-term policy change. 

• The BoJ will release its policy decision as well as its quarterly outlook after the policy meeting. We expect 
that board members will revise up their CPI inflation forecast for FY2022 and FY2023 from 2.3% and 1.4% 
presented in July to 2.7% and 1.6%, respectively. The upward revision should reflect higher than projected 
CPI inflation in the last three months and ongoing JPY depreciation. However, we think they will maintain 
FY2024 forecast at 1.3%. The message from the updated projections should be that inflation is tracking 
higher than expected and likely to rise further for a while, but eventually would fall to less than 2%, which 
warrants no policy tightening at this stage. At the same time, we think they will revise down GDP growth 
forecast. Their judgement that above trend growth will continue in coming years is likely to be maintained, 
but they probably will highlight downside risk to growth projection as board member Adachi mentioned in 
his speech. 


