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(Source) Bullard, J. (2010): “Seven Faces of „The Peril‟,” Federal Reserve Bank of St. Louis Review, 
September/October, pp.339-352.

A central bank sets the nominal 
interest rate i according to 
expected inflation π, but it 
cannot lower the rate below 
zero.

A nominal interest i has a real 
component r plus an expected 
inflation component π. In this 
chart, r is fixed and equal to 50 
basis points for exposition.

Equilibrium can be obtained as 
an intersection of two lines.

(Chart 1)
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(Note) Dots are data plots of nominal interest rate and core CPI inflation rate from January 2002 to
February/March 2014. Core inflation, which is a proxy of expected inflation in this chart, is 
defined as CPI excluding food and energy.
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Comparison to 1997 (1): Consumption

(Note) “0” corresponds to the timing of consumption tax hikes (1997 April and 2014 April). 

(Chart 3)
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Comparison to 1997 (2): Corporate adjustments

100

120

140

160

180

200

220

240

1980 1985 1990 1995 2000 2005 2010

Fixed assets

1997

% of nominal GDP
1997

60

70

80

90

100

110

120

130

140

1980 1985 1990 1995 2000 2005 2010

Debts

% of nominal GDP
19971997

47

48

49

50

51

52

53

54

55

56

1980 1985 1990 1995 2000 2005 2010

Compensation to employees

% of nominal GDP
19971997

(Note) Debts and fixed assets are those of nonfinancial corporations. 
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Losses of Major Financial Institutions in Japan 
from Write-Offs of Nonperforming Loans
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(Note) Losses on disposal of NPLs in Japan are the accumulated amount since March 1993.
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Swap Network by Six Central Banks
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Swap Arrangements after the 
2008 Lehman Crisis

Bilateral Liquidity Swap 
Arrangements since 2011
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