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The Effect of the Bank of Japan’s ETFs Purchases after Quantitative
and Qualitative Easing (QQE)

Fang Yu

Volatility of stock market is sensitive to various events, especially the government interventions. The Bank of
Japan (BOJ) has pursued Quantitative and Qualitative Easing (QQE) and spent over 16 trillion yen in Exchange-
Traded Funds (ETF) purchase since 2013. The objective of the paper is to analyze the effect of the BOJ’s ETFs
purchasing on the volatility in the Tokyo stock market. The paper separately analyzes the qualitative (the day
with ETFs purchased) and quantitative (the amount of purchased) effects on volatility of the Nikkei 225 index
by applying GARCH and E-GARCH models. The results show that the purchases have a stabilization effect
on the stock market volatility after the first trading day in both quantitative and qualitative ways. However,
an inverse effect on the same trading day is shown when the purchases occurred. Announcement effect and
execution effect of the intervention policy can be an explanation of the different results since the stock market
may have responded to the announcement before actual ETFs purchased, while ETFs purchasing data releases
in the next trading day and it may affect investors’ trading strategies.
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The Macroeconomics of Cryptocurrency Payment System

Zhao Yigian

1. Background

Since 2009, Satoshi Nakamoto published the concept of electronic payment system; bitcoin a more efficiency
payment system had come to people’s sight and had a great impact on our economy. On the other hand, Rogoff
(2016) in the book “the curse of cash” argued that, it is necessary to phase out the paper currency because
paper currency system negatively impacts on the economy, such as lower zero bound issue and criminal
activities relative to cash. Therefore, it is possible that paper currency would be displayed by cryptocurrency in
the future.

2. Study Object
This paper’s object is to study what are the macroeconomics consequences if the paper currency payment
system is displayed by cryptocurrency payment system.

3. Study Approach

From the previous research, Luther and Olson (2015) argued that cryptocurrency payment system leaves
all past transaction records which all agents on the network can observed. And agents on the cryptocurrency
payment system can tell whether a potential trader is running a current deficit or surplus by looking at their past
transaction records. Therefore, agents on the cryptocurrency payment system network have a low agency cost
(or failure) when make financial decisions, comparing to paper currency payment system.

In this paper, the approach I applied is doing comparative statics on Gertler and Kiyotaki (2015)
macroeconomic banking model where agency costs associated with direct finance differentiate from indirect
banking finance in a paper currency payment system. Effects of a lower agency costs due to cryptocurrency

payment system are considered.

4. Study results

The result shows that, due to a reduction in agency cost under the cryptocurrency payment system, a lower
agency cost will directly increase the market price of capital. The increased market price of capital will raise the
banks’ net worth, furthermore loosen banks leverage multiple constraint. As a result, banks will increase the
capital holding and households will decrease their direct capital holding. On the other hand, the increasing of
market price of capital will contribute to lower the deposit rate and households’ gross return of direct finance.

Finally, households’ consumption will increase due to the decreasing of deposit rate.
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Impact of Employment Mismatch on Monetary Policy Effectiveness

Yang Liu

This paper analyses how the employment mismatch impacts the monetary policy effectiveness by using a
macro model which includes three micro sectors (household, firm, search market). Shopping time technology
model shows that the consumption which requires for amount of shopping time has a negative relationship
with the stock of real money held by household, and this model is added into the household to understand the
influence of monetary policy.

Mismatch means that there is a gap in the needs between the company side and job seekers. I assume that
the efficiency in hiring process of recruiting department is one of the reasons that cause employment mismatch.
The concept of efficiency represents the number of workers which can be hired by a single recruiter. Then I use
match technology in search market model to resolve the relationship between aggregate matches, aggregate
employment, and aggregate measure of vacancies.

As the result, when the efficiency of recruiting department increases, it brings a positive effect on money
supply, and makes the effectiveness of monetary policy enhance. Then the intersection of aggregate demand and

aggregate supply will shift to right and output will get large.
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