
 

April 2016 
 
 
  

Schroders 
Talking Point 

 

Bank of Japan surprises markets with 
inaction 
Nathan Gibbs, Client Portfolio Manager, Japanese Equities 

 

The Bank of Japan’s regular policy meeting ended in Tokyo on Thursday with the policy committee deciding to 
take no action. In the event, this was a major surprise. 

In recent weeks the consensus expectation had formed solidly behind the view that the central bank would 
extend its negative interest rate policy which was introduced in January, and also extend the asset purchase 
programme. However, this decision seems to imply that the policy committee feels more time is needed to 
judge the impact of the most recent changes before extending policy further. 

 

Inconsistency introduces uncertainty 

Regardless of the actual level of interest rates or details of policy, the main issue around the decision is one of 
inconsistency. Although Governor Kuroda has successfully surprised investors with the timing of previous 
decisions, the direction of his policy has always been absolutely clear. As a result, most investors have been 
prepared to accept his assertion that he would do “whatever it takes” to raise inflationary expectations. With 
those inflationary expectations now in decline, the lack of response this time introduces an element of 
uncertainty which the financial markets may view negatively. 

Of course, the central bank’s policy objective is to influence the real economy, not the stockmarket, and we 
must wait longer to see if the current policy is indeed sufficient to maintain the positive underlying trends we 
have seen so far. 

 

 

 
Important Information  
Any security(s) mentioned above is for illustrative purpose only, not a recommendation to invest or divest. 
This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The views and 
opinions contained herein are those of the author(s), and do not necessarily represent views expressed or reflected in other Schroders 
communications, strategies or funds. The material is not intended to provide, and should not be relied on for investment advice or 
recommendation.  Opinions stated are matters of judgment, which may change. Information herein is believed to be reliable, but Schroder 
Investment Management (Hong Kong) Limited does not warrant its completeness or accuracy. 
Investment involves risks. Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember 
that the value of investments can go down as well as up and is not guaranteed. Exchange rate changes may cause the value of the overseas 
investments to rise or fall. For risks associated with investment in securities in emerging and less developed markets, please refer to the relevant 
offering document. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of 
investment products. Potential investors should be aware that such investments involve market risk and should be regarded as long-term 
investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
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