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abolished, the standard deduction has been about doubled from the existing level (to 12,000 dollars for 
each single person and to 24,000 dollars for joint filing by a married couple). 

In the field of international taxation, in principle, the United States has shifted from global income 
taxation32 to territorial principle taxation (source-country taxation). Under global income taxation, 
income earned by foreign subsidiaries was taxed when it was repatriated to U.S. parent companies as 
dividends, which means that although the foreign tax deduction33 was applicable, the higher U.S. tax 
rate was applied. As a result, it is said that many U.S. companies’ subsidiaries avoided paying dividends 
to their U.S. parent companies. As a transitional measure, it was decided to apply a one-time tax to assets 
that have been earned and accumulated abroad in or later than 1986, with the tax rate set at 15.5% for 
assets held in the form of cash or cash equivalents and 8% for other assets. Other changes include the 
adoption of the provision for the prevention of tax base erosion (Base Erosion and Anti-Abuse Tax 
(BEAT) taxation),34 the expansion of the definition of a controlled foreign corporation (CFC),35 and 
taxation on Global Intangible Low Taxed Income (GILTI).36 

Figure I-2-1-16 shows the value of the impact on the ratio of revenue to GDP of major tax system 
reforms implemented in the past in the United States. The tax system reform at the time of the Reagan 
administration is considered to have had the greatest impact in the past, and the impact of the Trump 
administration’s tax system reform will have the second greatest impact. The value of tax reduction is 
expected to be 135.7 billion dollars in fiscal 2018 and 280 billion dollars in fiscal 2019 (Figure I-2-1-
17).37 

Estimates of the impact on GDP over the next 10 years range from zero to 0.29%, meaning that the 
dominant view is that the impact will be limited (Figure I-2-1-18).38 The Tax Policy Center cited the 
following effects as factors of economic growth: the demand-stimulating effect of individual tax 
reduction; the short-term investment-increasing effect of giving companies the option of immediate 

                                                                                                                                             
32 Under this system, all corporate incomes are taxed by the United States regardless of whether their source 

is domestic or foreign. 
33 In order to prevent double taxation, there is a system to deduct the value of taxes paid outside the United 

States from the value of taxes that should be paid in the United States. 
34 Under the Beat taxation (Base Erosion and Anti Abuse Tax) system, U.S. corporations are subject to 

taxation on the excess of the value obtained by multiplying by 10% (tax rate applicable between 2019 and 
2025) in principle the sum of their taxable income plus the portion of payments made to related parties 
(*) outside the United States which are included among their tax-deductible losses (Base Erosion Tax 
Benefit), including insurance premium payments and payments for acquisition of assets, over the value 
of the corporate tax calculated through an ordinary method. *(A) shareholders whose share in the 
corporations is 25% or larger (25% shareholders); (B) parties who are related to the corporations through 
their share of larger than 50% in 25% shareholders; (C) parties who are related to the corporations through 
their share of larger than 50% in the corporations themselves. 

35 Regarding controlled foreign companies (CFCs), previously, sister companies in third countries with a 
direct capital relationship with U.S. subsidiaries owned by foreign parent companies were regarded as 
CFCs. However, as a result of this reform, sister companies in third countries are regarded as CFCs even 
when U.S. subsidiaries do not have direct investment in them. 

36 Under the GILTI (Global Intangible Low-taxed Income) taxation, the value of deemed ordinary income 
is calculated by multiplying the value of tangible depreciable assets held by a CFC by 10% and the portion 
of income in excess of the calculated value is regarded as GILTI and is taxed together with the income of 
the shareholder company in the United States. 

37 Materials released on December 18, 2017, by Joint Committee on Taxation 
(https://www.jct.gov/publications.html?func=startdown&id=5053). 

38 The website of Committee for a Responsible Federal Budget (article on January 5, 2018) 
(http://www.crfb.org/blogs/resources-tax-reform). 
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market economy since its accession to the WTO as a problem and indicates its readiness to use all 
available means to protect U.S. national interests under President Trump’s leadership if China or any 
other country adopts policy that may undermine fair economic competition. 

Under the second pillar, it is stated that the corporate tax rate was lowered from 35% to 21% as a 
result of the Tax Cuts and Jobs Act, which was enacted in December last year, enabling the United 
States to compete with its major trading partners on an equal footing. It is also stated that the U.S. 
administration will reduce regulatory burdens imposed on American businesses and citizens (revise or 
abolish regulations).42 

Under the third pillar, references are made to the renegotiation of the North American Free Trade 
Agreement (hereinafter referred to as “NAFTA”) and the United States-Korea Free Trade Agreement 
(KORUS), the possibility of holding negotiations with the United Kingdom over a trade and investment 
agreement after Brexit and the possibility of holding negotiations with member countries of the Trans-
Pacific Partnership (TPP) agreement. Concerning TPP, it is stated that the U.S. administration will make 
active efforts to improve the trade relationship with Japan, which is the largest economy among the 11 
TPP member countries, and will explore the possibility of negotiating with TPP member countries either 
bilaterally or collectively. 

Under the fourth pillar, it is stated that the U.S. administration will aggressively use U.S. trade laws 
and international enforcement measures in order to ensure a fair competitive environment conforming 
to existing international trade agreements. Specifically, the following measures were cited: investigation 
by the USTR of China’s acts, policies and practices related to technology transfer, intellectual property 
and innovation based on Section 301 of the Trade Act; the implementation of safeguard measures against 
imports of large residential washing machines and solar cells based on Section 201 of the Trade Act; 
restriction on imports of steel and aluminum for national security reasons based on Section 232 of the 
Trade Expansion Act of 1962; and trade remedy measures, including the implementation of antidumping 
duties (AD) and countervailing duties (CVD), and the use of the dispute settlement procedures based on 
the WTO Agreement.43 

Under the fifth pillar, the U.S. administration indicates its policy of conducting vigorous activity at 
the WTO in order to contribute to the establishment of a better multilateral trade system. On the other 
hand, the U.S. administration points out that in light of the WTO’s activities in the past 20 years, the 
WTO has not necessarily functioned sufficiently with respect to the dispute settlement procedures and 
the formation of consensus concerning important points of debate related to the modern global economy, 
and regarding negotiations between WTO member countries, which have remained in a stalemate since 
the Doha Round, the administration insists that realistic discussions should be held. With respect to 
development issues, the U.S. administration voices doubt about affording a “special and differential 

                                                                                                                                             
42 In the 2017 edition, there were four policy pillars--(A) defending U.S. national sovereignty over trade 

policy, (B) strictly enforcing U.S. trade law, (C) using leverage to open foreign markets and (D) 
negotiating new and better trade deals--and the second pillar in the 2018 edition is a newly added one. 

43 As examples of the use of the WTO’s dispute settlement procedures, the United States cited the cases of 
market-distorting measures implemented by the government of China, a Canadian complaint that AD and 
CVD measures implemented by the United States are in violation of the WTO Agreement, Indonesia’s 
import-licensing system, and a dispute with Europe over the subsidy for Boeing. 
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In the negotiations, attention has been focused on the revision of the rules of origin concerning 
automotive vehicles and parts, the revision of trade remedy measures and the introduction of a sunset 
clause, among other matters. Below, we will outline the revisions concerning these items and describe 
expected effects. 
 
Table I-2-1-31  NAFTA renegotiating objectives 

Trade in goods 
Sanitary and phytosanitary 

measures 
Customs, trade facilitation, and 

rules of origin 

Technical barriers to trade Good regulatory practices Trade in services 

Digital trade in goods and services and 
cross-border data flows 

Investment Intellectual property 

Procedural fairness on pharmaceutical 
products and equipment 

State-owned enterprises Competition policy 

Labor standards Environmental standards Anti-corruption 

Trade remedies Government procurement 
Small- and medium-sized 

enterprises 

Energy Dispute settlement General provisions 

Currency   

 

(D) Points of debate concerning the renegotiation of NAFTA 
(a) Revision of the rules of origin concerning automotive vehicles and parts 

The first point is the revision of the rules of origin concerning automotive vehicles and parts. In the 
Summary of Specific Negotiating Objectives for the Initiation of NAFTA Negotiations,” which was 
announced in July 2017, regarding the rules of origin, the United States refers to the introduction of a 
system to “incentivize the sourcing of goods and materials from the United States and North America” 
and proposes the enhancement of the rules of origin, including a gradual increase in the required NAFTA 
local content ratio for automobiles.50 In the calculation of the NAFTA local content ratio concerning 
finished vehicles (excluding large buses and trucks), a special rule called the tracing rule is used. The 
United States has proposed the addition of all automotive parts, including steel products, to the scope of 
items subject to this rule.51 However, the U.S. government’s proposal concerning the rules of origin has 
met with strong opposition from the governments of Mexico and Canada and the U.S. automobile and 

                                                                                                                                             
50 According to various media stories reported in mid-April 2018, the proposal to reduce the U.S. local 

content ratio to 50% was withdrawn. 
51 Under the tracing rule, only when product items corresponding to the prescribed tariff number (Annex 

403.1) (product items subject to tracing) are imported from outside the NAFTA area, it is necessary to 
include the value of the items at the time of import in the value of non-originating materials. Items not 
corresponding to Annex 403.1 are not treated as non-originating materials even when they are imported 
from outside the NAFTA area. Moreover, the U.S. proposals apparently include a proposal to abolish a 
tariff number revision standard that allows manufactured products using non-originating materials and 
parts to be recognized as originating products if those materials and parts conform to the digit revision 
rule (four digits) under the tariff number system (HS code) (TSUUSHOU KOUHOU, November 1, 2017). 
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auto parts industries.52 
Automakers are transferring production bases to Canada and Mexico on the premise of selling 

automobiles assembled there in the United States by taking advantage of NAFTA. As a result, U.S. 
imports of automobiles from Canada and Mexico surpassed imports from outside the NAFTA area in 
2010. As long as the benefits of tariff-free trade are available because of NAFTA, this trend is expected 
to continue (Figure I-2-1-32). There are concerns that if the rules of origin are changed, U.S. consumers 
will bear an increased cost because of disruptions associated with the restructuring of the supply chain 
and a rise in the number of companies to which the MFN tariff rates are applied. According to a private-
sector estimate, if NAFTA is abandoned, 50,000 jobs will be lost in the U.S. auto parts industry because 
Mexico and Canada will restore the tariff rates to the levels before the effectuation of NAFTA.53 

If companies export automobiles to the United States at the MFN tariff rates applicable to WTO 
member countries instead of taking advantage of NAFTA, tariff rates of 2.5% and 25% will be applied 
to passenger cars and trucks (pickup trucks, SUVs, etc.), respectively. By vehicle type, trucks account 
for most (77.9%) of the automobiles exported by U.S. automakers from Mexico to North America. This 
share is much higher than the share of 30.8% in Japanese automakers’ export, meaning that the impact 
on U.S. automakers will be greater. From the viewpoint of production bases, U.S. automakers are also 
fully taking advantage of the merit of using Mexico as an export base, so they will face significant 
adverse effects if the rules of origin are revised. Automakers operating in Mexico export most (82.2%) 
of the automobiles made there, and in particular, the share of exports to North America in production in 
Mexico is very large. This trend is more conspicuous among U.S. automakers: U.S. automakers’ ratio 
of dependency on exports to North America (the ratio of exports to North America to production 
volume) is 83.4%, higher than Japanese automakers’ dependency ratio (55.5%). With respect to exports 
of automobiles from Mexico to North America, U.S. automakers export around 1.47 million units 
(56.4% of the total production volume in Mexico) to North America, much larger than the export volume 
of 740,000 units (28.4%) for Japanese automakers. The share of exports to North America in the total 
export volume for U.S. automakers, at 91.7%, is much larger than the share for Japanese automakers, at 
77.6% (Table I-2-1-33). 

On the other hand, if the required NAFTA local content ratio is raised, Japanese automakers may be 
forced to make broad-ranging changes through such measures as reviewing procurement sources, 
exporting at the MFN tariff rates and transferring production bases because their local content ratio tends 
to be lower than the ratio for U.S. automakers.54  

                                                                                                                                             
52 The position of Mexican Economy Minister Guajardo and Canadian Foreign Minister Freeland is that 

they do not wish to establish rules of origin on a country-by-country basis. Meanwhile, President Matt 
Blunt of the American Automotive Council stated his view that if rules specific to the United States are 
established, it will become very difficult for companies, including small and medium-size ones, to enjoy 
the benefits of NAFTA (Source: various media reports). 

53  Boston Consulting Group (2017) announced the results of an analysis sponsored by the Motor & 
Equipment Manufacturers Association (MEMA). 

54 According to data compiled by the National Highway Traffic Safety Administration (NHTSA), the U.S. 
and Canadian local content ratios of some vehicle types for which Mexico is the location of final assembly 
tend to be higher at U.S. automakers (7-55%) than at Japanese automakers (5-20%) 
(https://www.mizuho-ri.co.jp/publication/research/pdf/insight/us171019.pdf). 
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The provision of Article 802 of NAFTA, which prescribes exemption from the application of 
safeguards, has until now held significance for Canada and Mexico. In principle, safeguard measures 
are applicable to imports from all countries/regions, but in some cases, NAFTA member countries were 
exempted from application based on Article 802 of NAFTA. In March 2002, the Bush administration 
implemented safeguard measures concerning 14 items of steel products, imposing tariffs ranging from 
8% to 30%, in addition to the MFN tariff rates that are usually applicable, on imports from other 
countries, including Japan, but granted exemption to imports from Mexico and Canada.57 

However, the Trump administration’s stance on exemption from the application of safeguards has 
become strict not only with respect to requests for exemption in the renegotiation of NAFTA but also in 
actual enforcement. What is noteworthy is the contents of a presidential proclamation concerning the 
safeguards against imports of large residential washing machines and solar cells, which was issued on 
January 23 this year.58 The U.S. government announced that it would implement safeguard measures 
concerning large residential washing machines and solar cells starting on February 7, 2018, on the 
grounds that a rapid increase in imports of these items is causing serious injury to the U.S. domestic 
industry. The main intended targets of the safeguard measures were presumed to be ROK companies 
regarding washing machines and Chinese companies regarding solar cells,59 while Canada and Mexico 
were expected to be exempted from application based on Article 802 of NAFTA.60 However, as it turned 
out, only imports of washing machines from Canada were exempted, and regarding solar cells, it was 
decided to apply the safeguard to imports from all countries.61 
(c) Introduction of a sunset clause 

The United Sates is also considering introducing a sunset clause62 that requires a review of NAFTA 
every five years to determine whether or not to extend the trade agreement. The United States would 
like to periodically revise the parts of NAFTA that fail to function by adding a sunset clause. Although 
Canada and Mexico have shown readiness to agree to a periodic review, they have pointed out that a 
sunset clause intended to let NAFTA expire unless an agreement is reached on renewal would create 
uncertainty for companies making long-term investments. From within the United States as well, voices 
of opposition have been raised. For example, the U.S. Chamber of Commerce stated that the Trump 

                                                                                                                                             
57 Regarding this measure, the United States abolished the tariffs as its argument was rejected by the WTO 

in 2003. 
58 The implementation of safeguards by the U.S. government was the first in 16 years since 2002. 
59 Concerning washing machines, Whirlpool, a major U.S. home electric appliance maker which requested 

the investigation, accused Samsung Electronics and LG Electronics, both of the ROK, of having evaded 
the U.S. AD measure by transferring production activity. Concerning solar power generation products, 
the USTR accused Chinese companies of having evaded the U.S. trade remedy tariffs by transferring 
production bases out of China (TSUUSHOU KOUHOU, January 30, 2018). 

60 The USITC report also recommended that both Canada and Mexico should be exempted from application 
on the ground that the share of imports of washing machines from the two countries in overall imports 
has not reached a threshold level. In addition, the USITC determined that imports of solar power 
generation products from Canada were not causing serious injury to the U.S. domestic industry. 

61 Section 201 of the Trade Act of 1974 gives the president the power to implement safeguard measures, 
such as raising tariffs on imports of specified products from all countries and setting tariff quotas, for a 
limited period of time (up to four years in principle and eight years at maximum) based on the 
determination of injury by USITC. 

62 Under this clause, NAFTA would automatically expire unless the NAFTA member countries agree on 
renewal after review of the agreement every five years. 
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achieved some results,64 including the resumption of beef exports to the Chinese market, the conclusion 
of a contract to sell liquefied natural gas to China, permission for sales of U.S. biotechnology products,65 
and the partial opening of access to the financial services market in China. On the other hand, the United 
States was apparently unable to reach agreement on many of the aforementioned underlying problems 
behind the U.S. trade deficit with China.66 

Under these circumstances, the United States is taking increasingly strong warning actions against 
China. For example, the United States imposed sanctions against China based on Section 301 of the 
Trade Act of 1974 and implemented a measure to adjust imports of steel and aluminum from other 
countries, including China, based on Section 232 of the Trade Expansion Act of 1962. Furthermore, 
attention is also focusing on moves to protect the U.S. domestic industry through such measures as 
antidumping measures and safeguards and moves to strengthen the investigative power concerning 
foreign investments in the United States. Below, we will provide an overview of the implementation 
status of U.S. trade remedy and investment screening measures against China. 
(b) Antidumping measures 

Based on the recognition that imports from China are causing injury to the U.S. domestic industry, 
the United States has been increasing AD measures as a trend. The AD measures are special tariff 
measures implemented by importing countries, in cases where products exported from other countries 
at unfairly low prices are causing injury to the importing countries’ domestic industry, in order to correct 
the dumping prices and raise them to normal levels. The AD measures are permitted under the WTO 
Agreement. Usually, regarding products imported from abroad, the domestic price in the exporting 
country and the export price are compared, and when the export price is lower, dumping is recognized 
and an antidumping duty equivalent, at a maximum, to the dumping margin, or the difference between 
the domestic and export price, is imposed. When determining the AD against China, the United States 
uses third-country prices as the basis for judging whether or not China has exported products at prices 
lower than fair prices. The reason behind this is that when China acceded to the WTO in 2001, it accepted 
a provision stipulating that it would be treated as a non-market economy for 15 years. Although this 
provision expired in 2016, the United States, the EU and Japan still refuse to recognize China as a market 
economy. The government of China is accusing the United States of unfairly imposing high duties on 
Chinese products under a provision that is supposed to have expired.67 

We will provide an overview of the implementation of AD measures by the United States and China. 
In 2016, the number of cases in which AD measures were implemented by the United States against 
other countries came to 35, surpassing the previous record high of 33, which was set in 2001 (Figure I-
2-1-44). The number of cases in which the United States implemented AD measures against China 
varied from year to year, but in 2017, the country implemented AD measures in eight cases in the first 

                                                                                                                                             
64 USCC (2017). 
65 E.g., genetically engineered products. 
66  Regarding the first round of the U.S.-China Comprehensive Economic Dialogue, the two countries’ 

planned joint press conference was cancelled, and a joint statement was also not issued. 
67 On December 12, 2016, China requested bilateral consultations with the United States and the EU under 

the WTO rules with respect to issues related to its status as non-market economy (WTO dispute settlement 
case numbers: DS515 (the case involving the United States) and DS516 (the case involving Europe)). 
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   Export value Tariff 

[iii] Major product items of all exports 
(aircraft, soybeans and passenger cars) 

39,240 million 
dollars 

9,810 million 
dollars 

[iv] Total value of product items subject to the 
additional tariffs on April 1st and 4th 

51,770 million 
dollars 

12,850 million 
dollars 

[iii] / [iv] 75.8% 76.4% 

Notes: The data is as of 2017. The value of additional tariffs is a calculation result based on the estimates 
that additional tariffs may be imposed on the current tariff rates. As for those on April 1st, such 
additional tariff rates were estimated to be 15% or 25%, while as for those on April 4th, they were 
estimated to be 25%. 

Source: Global Trade Atlas, Ministry of Finance of China. 
 
(d) Committee on Foreign Investment in the United States (CFIUS) 

In the United States, there is a system to review foreign companies’ plans to acquire U.S. companies 
from the viewpoint of national security and block acquisitions when there are national security concerns. 
Because of the need to maintain the comparative advantage of U.S. technologies in the high-tech sector 
and prevent technology leakage to abroad, interest in inward investments by foreign companies from 
the viewpoint of national security has recently been growing in the United States.78 

Over the past 10 years, the number of acquisitions of U.S. companies by Chinese companies has 
increased significantly,79 with investments concentrated in high-tech companies in particular (Figure I-
2-1-51). The Committee on Foreign Investment in the United States (hereinafter referred to as “CFIUS”) 
has the investigative power whereby it reviews planned acquisitions of U.S. companies and blocks 
acquisitions if necessary. 

CFIUS, which is an interagency committee of the U.S. government established on the basis of 
Section 721 of the Defense Production Act of 1950 (Table I-2-1-52), conducts reviews to determine 
whether planned acquisitions of U.S. companies by foreign companies could pose a national security 
threat. The president has the power to block acquisitions by foreign companies based on CFIUS’ 
recommendations. 

At a public hearing of the U.S. House Financial Services Subcommittee on Monetary Policy and 
Trade on December 14, 2017, Subcommittee Chairman Andy Barr, of the Republican Party, pointed out 
as follows: “The Chinese Government, for example, has set aside 250 billion dollars (around 28 trillion 
yen) to be used in dominating the vital semiconductor market.” He stressed the need to strengthen 
CFIUS’ functions in order to deal with new threats.80 Under these circumstances, in mid-September 

                                                                                                                                             
78 See below as an example. 

https://obamawhitehouse.archives.gov/blog/2017/01/09/ensuring-us-leadership-and-innovation-
semiconductors 

79  In 2017, the number started to decline presumably because the government of China strengthened 
surveillance over Chinese companies’ acquisitions of foreign companies and related loans. (Rhodium, 
2018). 

80 From the press release concerning the public hearing of the U.S. House Financial Services Subcommittee 
on Monetary Policy and Trade (December 14, 2017) and various media reports 
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Column 2  Relationship between the U.S. policy interest rate and long-term interest rate 
 

As the U.S. economy has been growing steadily, the FRB started shrinking its balance sheet in 
October last year and it expects to continue raising its policy interest rate this year, with around three 
hikes forecast. In line with the normalization of the monetary policy, the U.S. long-term interest rate has 
been trending upward since the beginning of this year (Column Figure 2-1). Here, we will provide an 
overview of the relationship between the policy interest rate and the long-term interest rate. 

First, we will describe the relationship between the long-term interest rate (the yield on the 10-year 
U.S. government bond), the economic conditions and stock prices. In the past, when the long-term 
interest rate surpassed a certain level, stock prices fell due to concerns over economic slowdown. On 
the other hand, the possibility has been pointed out that if the long-term interest rate is too low, rapid 
inflation may emerge due to an economic overheating or the financial intermediary function will be 
undermined due to pressure on financial institutions’ profits, causing adverse economic effects.84 It 
cannot be denied that negative economic effects may be caused by an either excessively low or 
excessively high long-term interest rate, so it is desirable to keep the rate at an appropriate level. The 
level of interest rate that is neither accommodative nor restrictive is known as the neutral interest rate, 
and whether or not the long-term interest rate surpasses the neutral interest rate level serves as a 
benchmark in the assessment of the impact of the monetary policy on economic conditions. 

The neutral interest rate represents the point of long-term equilibrium for the policy interest rate and 
it is not directly related to the long-term interest rate. Even so, as the long-term interest rate is said to be 
comprised of the weighted average of future short-term interest rates (policy interest rate) expected by 
investors and the term premium,85 the neutral interest rate is used as a reference in the assessment of 
the level of the long-term interest rate. The current neutral interest rate is considered to be expressed as: 
“natural rate of interest + expected inflation rate.” Column Figure 2-2 shows a comparison between 
changes in the federal funds (FF) rate and the nominal r* (r star), whose value was obtained as the sum 
of r*, which is known as the estimated value of the natural rate of interest, and the year-on-year rate of 
change of the core PCE price index, which corresponds to the expected inflation rate.86 The monetary 
policy is accommodative if the FF rate is lower than the nominal r* and restrictive if the FF rate is higher. 
As shown in Column Figure 2-2, the FRB implemented monetary easing (accommodative policy) from 
2008 onwards by guiding the FF rate below the nominal r*. However, the FRB started interest rate hikes 

                                                                                                                                             
84 Bank of Japan Governor Haruhiko Kuroda, in a speech at the University of Zurich on November 13, 2017, 

explained the concept of the reversal rate in relation to the economic impact of excessive drops in the 
long-term and ultra-long-term interest rates. The reversal rate refers to the possibility that if the central 
bank lowers interest rates too far, the banking sector's capital constraint tightens through the decline in 
net interest margins, impairing financial institutions' intermediation function, so that the effects of 
monetary easing on the economy reverse  
(https://www.boj.or.jp/announcements/press/koen_2017/ko171114a.htm/). 

85 The term premium refers to an extra interest rate that investors demand because of additional price change 
risk or liquidity premium that may arise when they hold a relatively long-term bond instead of purchasing 
a succession of short-term bonds over the same period. It is also called term-related premium interest (a 
glossary of securities terms compiled by Nomura Securities)  
(https://www.nomura.co.jp/terms/japan/ta/A03050.html). 

86 In some cases, the break-even inflation rate based on a market estimate is used, but in this white paper, 
we referred to the core PCE price index, which the FRB regards as important. 






