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Thoughts on an Exit from QQE
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Abstract:

When making an exit from QQE (quantitative and qualitative monetary easing), there will be an
issue concerning the soundness of the finances of the Bank of Japan (BoJ)—a matter that tends
to be obscured during the easing phase. There are various views on how much importance to at-
tach to the soundness of a central bank’s finances in terms of policy management. In the BoJ’s
case, however, the balance sheet has expanded to such an extreme that the financial costs at the
exit stage could be larger than they are for other central banks. Moreover, it is unclear how any
losses would be treated in accounting terms (e.g., as a deferred asset or capital impairment) or
indemnified against in legal terms.

With this in mind, this paper examines QQE exit strategies and risks. Specifically, we look at: 1)
exit strategy options and their respective challenges; and 2) the Bol’s financial soundness and
recognition of losses.
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