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Accumulated Government Bonds and Ultraloose Monetary Policy:
Structure of Government Bond Bubble Market Underpinned by Bank of Japan

Yamada Hirofumi

Summary

For taxpayers, government bonds are a debt instrument, for investors, government bonds are
highly rated financial instruments. Modern Japanese government bond market has become an
astronomical scale bubble.

Ultraloose monetary policy, underpinned by central bank credit expansion, is to rescue the banks
saddled with bad loans, and is to support the issuance of government bonds. However households
was stolen net interest income of 249 trillion yen (years 1991-2004) by ultraloose monetary policy.

In the first half year of 2011, the 28.9%of net operating income for the three megabanks are
making money by bond trading in JGB markets.

Government bond market bubble, has provided valuable new revenue sources such as banks and

investors.
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