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Abstract:
When the Bank of Japan (BOJ) adopts interest rate targeting under a comprehensive easing policy,
the yield curve up to 12 months in the Japanese money market is driven by a single trend. It is
caused by monetary policy expectations. The regime of interest rate targeting gives a sense of
comfort to market participants that the regular transmission mechanism works in the yield curve of
the money market. Thus, monetary policy expectations are fully transmitted to the yield curve end.
On the other hand, monetary policy expectations are not fully transmitted to the yield curve end
under either the quantitative and qualitative easing policy or the negative easing policy. The
quantitative and qualitative easing policy and the negative interest rate policy paralyze the market
function in the short-term money market. Central bankers should always keep it in mind that the
transmission of interest rates along the yield curve is an integral part of the mechanism through
which monetary policy affects the economy.
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