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BOJ’s next move is to be left to new governor 

Global attention has been on the BOJ since its surprising decision in December 2022. The 
market has increasingly speculated that there would be further widening of the trading band 
for the long-term yield or a removal of the guidance target. Against this backdrop, the BOJ 
held its first Monetary Policy Meeting (MPM) for 2023 on 17-18 January. The results were 
announced shortly after 11:40 a.m. (early for a meeting when the Outlook for Economic 
Activity and Prices report [Outlook Report] is released). As expected, the meeting 
unanimously decided to maintain the status quo. At this meeting, the BOJ announced that it 
would enhance Funds Supplying Operations against Pooled Collateral in order to check 
rising yields in a way that has no impact on supply/demand for JGBs. For the time being, the 
central bank is likely to carefully watch the effect of this move. 
 

Regarding a question about the sustainability of the YCC at his regular press conference, 
Governor Haruhiko Kuroda replied that modifications were only made in December and it 
would take a reasonable period of time for yield formation under the new policy to take root. 
Then, based on price projections in the January Outlook Report, he emphasized the need to 
continue the YCC given the current situation in which it is difficult to conclude the 2% price 
target will be met in a stable and sustainable manner. I have the impression that the BOJ’s 
FY23 price projection is lower than figures in advance media reports, and would like to see if 
this is addressed in the Box analysis in the Outlook Report to be released on the 19th. In 
addition, as the projection period will be extended to FY25 in the next April Outlook Report, 
there may be an expectation that price projections will be revised upward. Going forward, the 
BOJ needs to await confirmation of the key conditions involving fundamentals, specifically 
(1) an economic recovery to pre-coronavirus levels, (2) a positive output gap, and (3) the 
budding formation of a virtuous cycle of higher prices leading to higher wages in light of the 
annual spring labor-management wage negotiations.  
 
Decision on the BOJ’s next move is likely to be left to the new governor, at a time when a 
number of positive factors fall into line. According to a Reuters article dated 17th based on 
multiple government/ruling party sources, the government appears to be preparing to submit 
its proposal for nominees for the BOJ governor and deputy governors to the Diet on 10 
February. Come February, the market’s interest is likely to shift to the new governor’s way of 
thinking, but speculations on additional policy revisions will persist. The near-term challenge 
for the BOJ is to rebuild its dialog with the market. Going forward, it will be important to 
maintain consistency among BOJ officials in carefully explaining the policy intention and the 
thought process. 
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FY22-24 Forecasts of Majority of Policy Board Members (y/y % chg)  

 
Source: BOJ; compiled by Daiwa Securities. 
Notes: (1) Figures in brackets indicate the medians of the Policy Board members' forecasts (point estimates).  
(2) The forecasts of the majority of the Policy Board members are constructed as follows: each Policy Board member's forecast takes the form of a point 
estimate -- namely, the figure to which they attach the highest probability of realization. These forecasts are then shown as a range, with the highest 
figure and the lowest figure excluded. The range does not indicate the forecast errors. 
(3) Each Policy Board member makes their forecasts taking into account the effects of past policy decisions and with reference to views incorporated in 
financial markets regarding the future conduct of policy. 
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Real  GDP CPI (all items less fresh food)
(Ref)

CPI (all items less fresh food

and energy )
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IMPORTANT 
 
This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be 
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise 
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the 
content of this report, which may not be redistributed or otherwise transmitted without prior consent.  
 

Ratings 
Issues are rated 1, 2, 3, 4, or 5 as follows: 
1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months. 
2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months. 
3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months. 
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months. 
5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months. 
 
Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for 
Taiwan, and S&P/ASX 200 for Australia. 
 

Target Prices 
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited 
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment. 
 

Disclosures related to Daiwa Securities 
Please refer to https://lzone.daiwa.co.jp/l-zone/disclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities held by 
Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other disclosures 
concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa Securities. 
 

Explanatory Document of Unregistered Credit Ratings 
This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  
https://lzone.daiwa.co.jp/l-zone/disclaimer/creditratings.pdf 
 
 
Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)    
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the 
following items.  
 
 In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with 

you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the 
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of 
your securities, if you are a non-resident.  

 For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand 
with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.  

 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest 
rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could 
exceed the amount of the collateral or margin requirements.  

 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as 

certified public accountants.  
 
* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current 
market conditions and the content of each transaction etc. 
** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company 
and you based on current market conditions and the content of each transaction etc.  
 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with our company. 
 
Corporate Name: Daiwa Securities Co. Ltd.  
Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108  
Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial 

Instruments Firms Association, Japan Security Token Offering Association  
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