Background of Recent Sluggish Money Supply Growth in Japan Empirical
Research on Prefectural Panel Data

Sluggish growth of money supply M2 CD has recently been observed in
Japan. Here | examine prefectural diversity of deposits which are main
components of money supply M2+CD. | make the assumption that prefectural
economic growth rates, changes in interest rates, bank loans and asset prices
(land and stock) influence the growth rates of deposits. Panel Data analysis
shows that almost all explanatory variables produce significant to-be-expected
effects.

I have also checked structural changes before and after the burst of babble
economy in Japan. In addition, | have divided prefectural deposits into those
held by individuals and those held by corporations. Results suggest that
prolonged decline in bank lending and land prices are the main causes of recent
sluggish monetary growth in Japan.
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