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Life expectancy of Japan
2000 years’ ago: life expectancy was 24 years old.

1950 : life expectancy was about 54-55 years’ old
Retirement age was 50

2018: Retirement age, 60-65
Life Expectancy of ladies: 87 years old
men: 81 years old
Election: Average age of voters, 57 years old
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Figure 1: Old-Age Dependency Ratios (%)
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Break-Even Inflation Rates (Until 31 August 2019)
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U.S.A., UK.: Bloomberg.
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Apr 2013 | August 2019
(Actual) (Actual)
Monetary Base 155 516
JGBs 98 474
CcP 1.4 2.2
Corporate Bonds 29 3.2
ETFs 1.7 27.2
J-REITs 0.13 0.53
Total Assets 175 573

Source:; Bank of Japan
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-due to a huge increase of social
security due to population aging

Budget deficit has been

expanded---

General Account Expenditure

(trillion yen)
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General Account Revenue
(Unit : bn yen)
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Household’s problem

« Worker's problem:
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* Retiree’s problem:
Crt =S,
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(b) Effects of a positive government

investment shock
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Effects of Expansional Monetary Policy

Monetary Policy (Working Population)

- Increase investment

- Wages of working population will rise

- Consumption of working population will rise
(Retired Population)

- relies on pensions and social welfare

- monetary policy does not affect to retirees
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Effects of Fiscal Policy (Public Works)

Fiscal Policy (Working Population)

- Create new jobs

- Unemployment rate declines

- Consumption of working population will rise
Retired population

- Not affected by fiscal policy (punli

- consumption remains the same

- lower interest rate reduces their interest income
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“mpirics — Miyamoto and Yoshino (2019)

« Specification 1 _ k k k k
Vit+k — Yit = @& Ty + [ shock;; + €

- y:log of output (debt-to-GDP ratio, private-investment-output ratio)
« shock : an unanticipated public investment shock

« «a : country fixed effects

- v : time fixed effects

« Specification 2

Vit+k — J:Ii,t = af‘ +yE + ,BfG(Zi,t)ShOCki,t + B (1 - G(Zi,t)) shock;
wit
exp(—06z;;)

) = §>0
6(z0) 1+ exp(—8z:0)

where § is an indicator of public investment efficiency



Impact of Fiscal Policy
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Recommended Policy

Productivity based
wage rate and
postpone retirement
age

TAX Burden of Young ‘

Consumption of Old ‘t

Yoshino-Miyamoto
(2017) Japan and the
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(2017) Credit and Capital
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