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-0.01312D01 — 0.02610D02 — 0.03767D03
(-0.76) (—137) (—178)
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In PM =-3.700514 + 0.75574Ine” + 0.97590InPIMU* + 0.05886 D69 + 0.05801D01
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R? = 0.99692
DW = 1.64472
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—0.50015ln (ACI-,(PCF-/ PCF-,)) —0.14492t* + 0.18567DMe + 0.29636 DM
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(3.22) (-2.37) (2.30) (9.01) (—4.49)
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CPF = CPF$ / PCF - 100.0
VE = CPF +CPN*+CG" +IP+IHP +IHG"+ICG"+ISG" +E

In M =-221894+0.52661InVE + 1.33692InPO — 0.52756InPM-, + 0.03384t" — 0.11259DMh

(2.41) (2.47) (—741) (4.46) (-5.13)
+0.12688D81 + 0.05893D82 + 0.03839D84 — 0.13454D87 — 0.02981D91
(3.75) (1.71) (1.10) (—3.82) (—0.84) R?=0.99394

DW = 1.94699

In J = 8485.497 +0.050307V -, +0.08226 (V-,— V-,) —0.06589 (V ,—V_;) —0.38286K]J -, + 1634.16D71

(2.21) (2.21) (—249) (—222) (2.56)
+836.72D — 1375.11D81
(1.09) (—1.89) R? = 0.80085
DW = 2.67810
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VD = CPF+CPN*+CG* +IP +IHP+IHG"+ICG" +ISG*+]
V =CPF+CPN*+CG* +IP +IHP+IHG*+ICG*+ISG*+]J+E~ M+VS

CPN$ = CPN* - PCN / 100.0
CG$=CG" - PCG / 1000



IP$ =1P - PIP / 100.0

THP$ = IHP + PHP / 100.0

IHG$ = IHG* - PHG / 100.0

ICG$ =ICG* - PICG / 100.0

ISG$ = ISG* + PISG / 100.0

J$=JP-PJ / 1000

E$=E - PE / 1000

M$=M - PM / 100.0

V$=CPF$+ CPN$+CG$ +IP$ +IHP$+IHGS+ICGS+ISGS+]J$+E$S— M$+VS$*
PG=V$ / V- 100
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In TLGA = —16.55154 +1.09200InV — 3.28786InVLT -, — 0.19980In W$ + 0.05385t* + 0.04521D87

(2.11) (—852) (—0.61) (6.85) (1.64)
+0.06739D88 +0.11934D89 + 0.13254D90 + 0.15832D91 + 0.06560D92 + 0.10135D97
(1.92) (3.30) (3.54) (4.56) (2.14) (3.67)
- 0.06377D99
(—2.39) R’ = 0.96254
DW = 1.67270
In L = 451797 + 0.34004InV + 0.50181InPG — 0.29369In W$ — 0.06563In TLGA + 0.05983TLGA -,
(4.08) (3.99) (—1.95) (—2.94) (2.17)
+0.01318DMi — 0.01257D86 — 0.00957D03
(343) (—241) (—1.37) R? = 0.99279
DW = 2.02860
LU=NL*-L
U=100x LU / NL*
#H#HuaRRHRHSE AEER S0y s seaas####EEE
KPL=KP / L
In VLT =-324277 +0.36522InKPL + 0.01193t* — 0.02824D71 — 0.04193D79 — 0.02779D81
(7.93) (6.44) (—2.07) (—3.07) (—2.04)
+0.02245D86
(1.66) R? = 0.99531
DW = 1.71200
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WS=W$-L / 100
YK =V$-WS
KP$=KP + PIP / 100
RP =100x YK / KP$

In LW =-2883234+0.58845InL — 0.16233In W$ + 1.54669InNL* + 0.00927D95 + 0.0697D00

(2.76) (2.76) (7.98) (1.76) (1.13)
+0.01432D01 + 0.02562D024 + 0.03123D03
(2.21) (3.68) (4.59) R? = 0.99790

DW = 1.45859

YE=W$ LW / 100
YF=YE+ (V$-YE) * rpk*
YD =YF * rdk*
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EM =E- M

EGNP$ = E$ + REEX*
MGNP$ = M$ + REIM*
EMGNP$ = EGNP$ — MGNP$
BCE = EMGNPS$ / e* - 1000.0
CB = BCE +BCB”
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In M2C = 4.18507 +0.22671InHA* —0.06901InBU* + 0.74518InIP$ —0.11182D80— 0.08291D81

(4.53) (—4.14) (16.84) (—3.33) (—2.56)
+0.10109D94 — 0.07155D97 — 0.08160D03
(3.49) (—225) (—249) R* =0.99439

DW = 2.18321

YM =V$+M$

In CALL =-—34.01387 — 5.65834InM2C + 1.55908InBU* + 9.23972InYM +0.99381D87 + 0.69188D89

(—2.06) (8.05) (2.29) (1.62) (1.13)
- 2.20426D02 — 2.25512D03
(—3.08) (—319) R? = 0.96052

DW = 1.78635



In ACI =-0.14017 +0.03835InCALL + 0.11555InIP + 0.45015InBU* ~ 0.07594D91 - 0.16181D95

(2.64) (2.75) (15.59) (—1.83) (—4.62)
+0.10689D96 +0.20971D01 + 0.74171D02 + 0.71207D03
(2.84) (5.37) (12.98) (12.53) R? = 0.99644
DW = 2.03867
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—Abstract—

This paper analyzes the influence of exchange-rate fluctuations upon GDP,
unemployment, prices and current account balance — namely fundamentals of
Japanese economy. In this analysis, it is necessary to emphasize the interdependent
relationship of prices, wage rate and profit rate.

The method of this analysis is the simulation using a macro econometric model
which consists of 28 behavior equations. The simulation of this model is conducted on
the conditions of fixed exchange rate (115 yen/dollar) which is a mean value of the
last ten years and the simulation results are compared with the observations
(1980-2003).

The main findings were as follows:

(1) The observed (actual) exchange rates fluctuated about 20-30 % (%) from the
fixed exchange rate . This fluctuations have caused 2.0-3.0% (=) fluctuations in
real GDP about 2 years late.

(2) Unemployment rate fluctuated 0.3-0.6 % (*) from its simulation results about 3
years late.

(3) The prices (deflators : final consumption expenditure of households) changed
1.0-1.5 (%) point and wage rate changed 2.0-3.0% (=) by the same exchange-
rate fluctuations.

(4) J curve effects were observed positively in the 1990s because of the inelastic
import demand.

(5) The actual exchangerate movements have absorbed the economic wide
fluctuations at times.

(6) The fixed exchange rate has a long-term stabilizing effect on economic
fluctuations.



