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BOJ Dec meeting was totally non-committal 
regarding normalization 
➢ Forward guidance was maintained in statement 
➢ No signal indicating elimination of negative interest rates at 

subsequent meetings 
➢ Providing messaging while aware of the forward guidance trap 
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Yesterday’s December Monetary Policy Meeting (MPM) was an important opportunity to 
get a feel for the BOJ’s stance regarding the extent of rate hikes after elimination of 
negative interest rates. However, no clear signal was confirmed in messaging from the 
BOJ, including the Governor’s press conference. 
 
With some market participants viewing the messaging as dovish, JGB yields were on a 
downtrend. The USD/JPY rate reacted in the direction of yen depreciation. Confirming how 
the market is pricing in policy interest rates, we found that the 3-month JPY OIS rate has 
changed little. Looking at the levels of the forward OIS rate at MPM meetings when the 
market expects negative interest rates to be eliminated from January 2024 onwards, while 
levels at the March and April meetings have declined slightly, levels at the January and 
June meetings have not changed. 
 
The market’s expectations for elimination of negative interest rates have been maintained, 
despite the fact that the BOJ has not sent a clear message. In this respect, the BOJ can be 
said to have maintained a successful dialogue with the market while maintaining flexibility 
with regard to future policy operations. 
 
This method of communication implements the strategy for avoiding the forward guidance 
trap advocated by Professor Athanasios Orphanides. This strategy was touched on by BOJ 
Deputy Governor Ryozo Himino at his press conference on 6 December. 

 
3-month JPY OIS Rate  Changes in Forward OIS Rate at Each MPM Meeting 

 

 

 
Source: Bloomberg; compiled by Daiwa.   Source: Bloomberg; compiled by Daiwa. 
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Press conference by BOJ Deputy Governor Ryozo Himino (6 Dec 2023) 
As we move forward with monetary easing, we feel it would be very risky to decide in advance what the concrete 
sequence of events would be going forward. Based on information such as the remarks by Professor Orphanides at an 
international conference, we have learned that making mistakes with regard to the timing of an exit strategy causes 
issues. In our forward guidance, we have indicated that we would continue monetary easing until the price stability target 
was achieved in a sustainable and stable manner. We believe it would be best to make the appropriate determinations 
with regard to how to respond specifically once these conditions have actually been met. 

 
The BOJ’s Institute for Monetary and Economic Studies (IMES) held the 2023 BOJ-IMES 
Conference on 31 May and 1 June. This, the first in-person conference in four years, had 
the theme “Old and New Challenges for Monetary Policy,” and saw discussion regarding 
the issues and outlook for monetary policy. One of the keynote speakers at the conference 
was Professor Orphanides. 
 
In his speech, Professor Orphanides stated that the Fed and the ECB have ended up 
falling into a “forward guidance trap” because of delayed responses to higher inflation. He 
also argued that using the central bank’s policy reaction function can avoid the forward 
guidance trap and improve policy outcomes through clearer communication. 
 
He showed that the rapid economic recovery from the pandemic exceeded the 
expectations of the Fed and the ECB, and that central banks were too slow to adjust their 
policies and ended up falling behind the curve. Specifically, he noted, for the Fed, that 
some elements, including the change to outcomes-based forward guidance and the 
sequence of asset purchasing and policy rate hikes, have delayed the policy response to 
inflation. He pointed out that forward guidance provides useful information about the policy 
rate path only when the economic situation remains in line with the baseline outlook; in the 
event of an unexpected increase in inflation, forward guidance could create traps that 
prevent a rapid policy response. 
 
Considering messaging by the BOJ in light of these points, the fact that the central bank 
did not send a clear signal at the December meeting may suggest that, in a sense, it began 
to steer towards a situation in which it can conduct rapid policy reactions to higher inflation, 
including avoiding falling behind the curve. 
 
We need to continue to pay attention to trends with the BOJ as it heads towards 
elimination of negative interest rates. The BOJ appears to have obtained a free hand with 
these latest communications. Similar to recent FOMC meetings, messaging at BOJ 
meetings is likely to go “live.” 
 
We now think that BOJ officials are unlikely to touch on the extent of rate hikes in advance, 
which is the focus of attention in the market. As Governor Ueda stated at his press 
conference, the decisions will likely be made at each meeting. In that sense, we have no 
choice but to project the extent of rate hikes in the future based on reaction functions that 
are currently presented. The market is expected to have greater interest in fundamentals 
than before. 
 

Press conference by BOJ Governor Kazuo Ueda (19 Dec 2023) 
Policy changes and policy revisions are decided on through discussion at each MPM. Revisions or changes could be 
made if new information comes in. As new information tends to be things that were not expected at the previous meeting, 
surprises are not entirely avoidable. However, in so far as possible, we are always trying to carefully explain our basic 
thinking regarding how new information is used for policy decisions. So, we think it is predictable to some degree. 
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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://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/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://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research 
Production Department of Daiwa Securities. 
 
 
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 
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