Figure 1.1. Two Inflation Rates 1981-2003. Quarterly Data

Inflation Rate: CPI ex Fresh Food vs GDF deflator,
1981-2003
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Notes: (1) “CPI excluding Fresh Food” and “GDP deflator” inflation rates are shown.
(2) Monthly “CPI excluding fresh food” is converted into quarterly data by taking the
average of the three months.

(3) GDP deflator isthe original data before seasona adjustment.

(4) Inflation rate is calculated as the percentage change from the same quarter of the
preceding year.

(5) To eliminate the effects of consumption tax rate increases (0% to 3% in April 1989;
and 3% to 5% in April 1997), the following adjustment is applied. Inflation rate of CPI
excluding fresh food are downward adjusted by 1.9 percentage point from 1989:11 to
1990: 1, and by 1.6 percentage point from 1997: 11 to 1998:I, and inflation rate of GDP
deflator are downward adjusted by 1.4 percentage point from 1989:11 to 1990:I and 1.3
percentage point from 1997:11 to 1989: I.
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Figure 1.2. Growth rate vs Inflation Rate

Growth Rate (1-2 1o t=4) vs
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Notes: (1)Growth Rate is defined by the growth rate of Quarterly GDP from the same
quarter of the preceding year.

(2) GDP deflator Inflation Rate is calculated as the percentage change from the same
quarter of the preceding year.

(3) To eliminate the effects of consumption tax rate increases (0% to 3% in April 1989;
and 3% to 5% in April 1997), the following adjustment is applied. The inflation rate of
GDP deflator are downward adjusted by 1.4 percentage point form 1989:11 to 1990:1 and
1.3 percentage point from 1997:11 to 1998:1.
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Figure 1.3: Growth rate of Japan

Growth Rates, 1873-2003
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Figure 1.4. Quantitative Easing
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Figure 21  Price Level Target:
CPI ex fresh food: Actual (1980-20032,
hypothetical A hypothetical B
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Figure 2.2. Monetary Base and M2+CD

400

23.0

a0.0

2.0

200

18.0

10.0

5.0

0.0

-10.0

Monetary Base and MNE+CD, growth rates, 1895:01-2004.01

—+— hbnetary Base —=— WEHCD ‘

L]
u [Tg) [Ty (1w] 1w M~ = r— Lo.4] o] ] [y i L] L] L R — Lt} Lat) Lt (] ]
[a3) [a3) [ap] ] () [y (s3] (3] [a3) () o (] i i i i = [ i i i [
(o) [a] [a] O [ap] O (3] [a] (8] [ap] O (] i i i — i — i i i i
— = = = = = = = = = o S S ] S S S S S S

62




