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Working population is diminishing and elaerly popuiation is
Srowing rapidly -
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Population Aging in Asian Countries
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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



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
Yit+k — Vit —

- 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

k k k
Ve + B"shock;; + €;;

« Specification 2

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

) = §>0
6(z0) 1+ exp(—6zi0)

where § is an indicator of public investment efficiency



Impact of Fiscal Policy
(Public Investment)

Non-aging economy Aging economy
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Impact of Oil Price Decline to Exporting Countries
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Figure 2: Average Household Income of Top 10% (Rich) over Average Household

Income of Bottom 10% (Poor) 2002Q1-2017Q3
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Table 3: Bracket of Taxable Inheritance in Japan (January 2015)

(%)
Bracket of Taxable Inheritance Tax Rate
Up to 10 million 10
10 million—=30 million 13
30 million=50 million 20
50 million—100 million 30
100 million—200 million 40
200 million—=300 million 45
300 million—600 million 20
Over 300 million 95

Source: Ministry of Finance (2018).http://www.mof.go.jp/tax_policy/summary/property/e01.htm
(accessed 31 January 2018).
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Table 4: Individual Income Tax Rates in Japan (January 2017)

(%)
Brackets of Taxable Income Tax Rates
— Or under 1,950,000 yen )
Over 1,950,000 yen Or under 3,300,000 yen 10
Over 3,300,000 yen Or under 6,950,000 yen 20
Over 6,950,000 yen Or under 9,000,000 yen 23
Over 9,000,000 yen Or under 18,000,000 yen 33
Over 18,000,000 yen Or under 40,000,000 yen 40

Over 40,000,000 yen - 45
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-mpirical Model

EH — WHLH + T’DDH + ?IPSSH

High Income Earners

EL — WLLL + TDDL

Low Income Earners

M1 —rlandr, | >r,D |
MT —rl Pl

Ey _ (1=ti)wylyt(1=t¢) (rpDy+7PsSy)
) (1-th)wilp+(1-t&rpDy

(4) Effects of
(5) | Monetary Policy

(6)

18



Development of Financial Technology

1, Access to financial products through mobile
phone

2, Financial products can be supplied from
overseas

3, Households can shop around various financial
products through mobile phone

4, Easy for individuals to access to credit
Households’ Debt Overhang
b, Financial education will be very important



Figure 1. Nominal Exchange Rates Against the US Dollar
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Values of the Cumulative Losses and Policy Instruments

Policy (1) Policy (2) Policy (3) Policy (4) Policy (5)°
Stable regime Dollar peg Basket peg | Basket peg Floating Managed floati
Adjustment — Gradual Sudden Sudden Sudden
Instrument value i* =434 v* =058 | v =068 | M =0016 | m™=0.017
Cumulative loss (value) 17.04 1.80 1.91 2.67 2.31
Cumulative loss (% of y?)? 23.4 2.4 2.6 3.7 3.2




Gross Debt/GDP ratio,

Japan, USA, EU
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Figure 2: Government Bond Markets of Japan and Greece

Supply and Demand for Supply and Demand for
Japanese Government Bonds (JGB) Greek Government Bonds |
- - - s
. E,—>‘l::—-)[~.:,—+1:‘ E,—»E,—+E,-—>E}/,
P AB?® r
Z 2
: % / i

Bond Demand
an! Supply

Source: Yoshino and Taghizadeh-Hesary (2014a).




Figure 10: Government Expenditure and Tax Revenue
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Thank you so much

Naoyuki Yoshino, Dean and CEO

Asian Development Bank Institute
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