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酌でface

Thispaper呈Stheabridgedandtranslatedversionoftheoneentitled

"InSearchofFurtherStabilityinYenExchartgeRates"IWriをtenbyaspecial

committeeofぬelapanForeignTradeCouncil′Inc･,aleadingprivate

nonprofitorganizationrepresentingtheirtterestsofthe極panesetrading

community(the"Councin′andoTiginaiiyissuedbytheCouncilin

JapaneseinMarchof1996･

ThepaperisthefirstcomprehensivestudyundertakenirkJapanese

industrialcirclesontheinternationalmonetarysystem,andwethought

itimportanttoencouragediscussiononthisisstleinbroaderCircles′both

athomeandabroad′bypublishingthisversioncompiledbytheCouncil

inouroccasionaまpaperseries･

Inconnectionwiththeorlglnalpaper,払eCouncilalsohelda

symposiumentitled-!TowardsMoreStabilizedYenExchangeRates"in

TokyoandOsakainJuneof1996′whichwasco-sponsoredbyHMA,

王nstituteforlnternationalMonetaryAffairs

January1997
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TheJapanForeignTradeCouncil,Inc.establishedtheResearch

CommitteeonYenStabilityinOctober,1995,andfinalizedthespecial

studyreport,"五mSearchofFurtherStabilityinYenExchangeRates"′in
March′1996.

KoichiroEjiri′ChairmanoftheJapanForeignTradeCouncil,hlC･,
andChairmanoftheBoardofDirectorsofMitsui良Co.,Ltd.,chairedthe

saidCommittee,Mamorulshida′Advisorof王tochuFinanceCorp･,headed

thestudy,andHiromasaKubo,DeputyGeneralManagerOftheResearch

Dept80fMarubeniCorpIWasinchargeoftheWorkingGroup,which

preparedmaterialsfortheCommittee.

BoththeEnglishandJapaneseversionsabridgedinthisbookletwere

preparedbyMamoruⅠshida′anditspublicationwassupportedbythe

KeizaiKohoCente用 apanlnstituteforSocialandEconomicAffairs)I

AnylnqtliriesshouldbeaddressedtothePublicReiations

DepartrnentoftheJapanForeigrtTTadeCouncilflnc.(Tea.81-3-3435-5972′

Fax81-3-3435-5979′HomePageURLhttp:〝www斬 co･jp/JFTC/)

Iap a n ForeignTradeCouncil′In c･
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Whataretheissues?

TheYen-Dollarexchangerate′whichhadmovedaroundlOOYento

theDollarinぬesummerof1994′appreciatedto79･75YenまnApril1995

andthendeclinedtoaround100YeninOctober･Therewerenochanges

ineconomicfundamentaistojtlStifythis-The20Yenfluctuationina

IでlativPl).sllいrtPeriodoftimビIIL,IOnll.madeJapdn†sP〔On川-1i〔slump
evenmoreSeriousthanitotherwisewouldhavebeen,butitalso

acceieTatedstTtiCtuTalshiftofproductionabroad･Suchanaccelerated

productionshiftwouldnothavetakenplacewithoutthe20Yenswing･

Theshiftoverseascontinuedthrough1996′whentheYenstayedmoreor
lessstablearoundllLIYentOtheDollar.

取ereasonforthisissimpieニaPmdentmanagementwouldnotmake

largesca呈einvestmerWinJapanorbthebasisofa110YentotheDollar

exchangerate,oncetheyhadseentheYenappreciateto8OYert･王nsuch

circumstances,itis呈mpossibletopredictwhensuchdomesticinvestment

willturnotlttObeamoney-losingventure･ThatiswhyJapanesefirms

haveshiftedproductiontocountrieswherecostsarelowenoughtoabsorb

possibleexchangeratechanges･TheshiftofproductionabTOad′which

wouldriothavetakenplacewithoutthe20YenswingiftheYenhadalways

beenatthelevelitisnow,WillhaveanegativeeffectonJapan≠sGO㌘and

employmentforalongtimetocometThedamagehasbeendone.Such

volatilitylnexchangeratesinsuchashorttimeisnotonlyunnecessary,

butitisalsodetrimentaltotheeconomy･

ItcannotbedeniedthattheYen-Dollarexchangeratefluctuations

haveacceleratedtheprocessofcuttingJapan事shugecurrentaccount

surplus′butthertegativeimpacton払eアapaneseeconomyitselfcould

spillovertotheTestoitheworid･Thatisoneofthereaso三一SWhy払e

majorindustrializedcouritriesagreedinApril1995toreversethefalling

D｡llLlr/risingI-Jtlltrend.
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SomeeconomistshaveestablishedthatthehistoricalYen-Dollar

exchangerateshavetendedtoconvergetowardぬetheoreticalexchange

ratesbasedon魚epurchasingpowerparityoftradablegoodsbetweert

JapanandtheUnitedStates,andinthiswaytheyjustifyimplicitlyor

explicまtiythehistoricalexchangeTateS事Apitfallofsuchex-postanalysis

皇sthatitunderestima絶SoroveTiookstheunderlyingfact払aHapanese

firmsfirstまypractisewhatis乞ermed'fprlClngtOthemarket'!-cuttingtheir

profits-andthem,whentheystartlosingmoneyandcannothopeto

restrtlCtuTetheiroperationsinJapantobecomepTOfitabie′shiftproduction

abroad･FTOm首apaneseindustry考spointofview′theconvergenceof

histoTica互andtheoTeticaiexchangeratessimplyexplainsthatnofirmhas

beenableそOkeepioslngmoneyindefiniteiy･

君nviewo棒 pan書siaTgeexternalsuTPiusand払eunitedStates!large

externaldeficit舟 elong-termtrendofYenappreciationagainsttheDoi呈ar

isore naturai･Struぬ Taichangesin払e才apaneseecortomyaccompan画 g

normalappreciationoftheYenarealsonatural/evennecessary･Thatis′

indeed′howthemarketmechanismworks･王tmaytakelongerforlapart!s

currentaccountsuTPiustodecrease′butitwilldosowithoutsucha

negativeimpactoエリapan!SeconomyasG7recognizedinApril1995r

Duringthenaturaladjustmentprocess,fapanshouldTeCyC呈ethecurrent

accountsurplusto蝕osecountriesinneedofcapitaL

TheproblemfortheJapaneseeconomyhasnotbeennormalYen

appreciation′butexcessivevoiatiiityandchronicovervaiuationofthe

YenagainsttheDoliar･Aslongassuchlargefundarnentaidisequilibrium

remainsbetweenJapanandtheUnitedStates′andtheiatter7snetexternal

liabilityposi如nincreases′certairtchangesintheAmericaneconomicor

politicalciimaもe′orsuchexteTnaieventsastheMexicancrisisof1994/95′

maypossiblytr唱geraDollarcrisis･Thiswouldstillbepossibie′evenif

Japan-ssuFPiusdecreasedsubstantiaiiy,asislikeiy･Asanexample,even

afterhersuTPiusdisappeared′GermanyhasexpeTまencedfrustrating

Llr,PreL-itlti｡IIi,I-tht,DeLItS〔hPMLlrk､､･h州e､.ertnt,nli-rkビtlettheDL-1lLlr
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faiHtisnaivetobelievethatsharpYenappreciationwillnothappen

again′iHapan事scurrentaccountsurplusdecreasessubstantia11y･Should

theDollarplungeinanotherDollarcrisis,itismostlikelytodosoagainst
theYen.

Iapaneseindustryhasneitherinitiatednorparticipatedinanystudy

onhow tostabiizetheYenexchangerate･IndividualfiTmS′both

manufacturersandtradirlg燕ouses′haveacceptedvolatileexchangerate

fluctuationsasaglVenandmadeeveryefforttominimizethenegative

impactontheirprofitpositionbyshiftingproductionandprocuremerlt

abTOad･Theycannotbeblamedforconcentratingonmaintainingand

increasingtheireamlngSPerSharebysodoまng･However,discussionson

exchangeratevoiatiiityanditsremedyshouldriothavebeenleftto

governmentotficials′economistsandbankersforsolong′Sincetheyhave

offerednoconvincingexplanahonastohow exchangeratesare

determinednoranysatisfactorypolicyproposalsforstabilizingtheYen

exchangerate･

Considerirtgthedamagethathasbeendone′andmaystillbedone′

byexcessivevolatilityandchronicoveTValuationoftheYen′Japanese

industrycanmotaffordtobeindifferentanylongeT*Webelieveitistime

for貫apanesein血Strytovoiceitsviewsonthesequestionsanduseits

experienceofstrugglingwithYenvolatilityandovervaiuationtorevise

thecurrentexchangeratedeterminationtheoryandhelpproduce

proposalsastohowtostabiizetheYen･

Tradinghousesmaybeinabetterpositiontodothisworkthan

o払erfirms′for′whileotherfirmsareofteneitherexportorimport

oTiented湖adinghousesnormallyhandlebo払･Theexchangerateswhich

individualmanufacturersconsiderappropriatearealsoverydiverse;some

cancopewith80Yento払eDoiiaT,Whilesomeothersinsiston110oran

evenweakerYen･Thus′そradinghousescanbesaidtobeunbiasedand

maythereforebeabletoputforwardmorecredibleviews.Moreover,the
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fortuneoftradinghousesbasicallyrisesorfailswiththeJapanese

eCOnOmy*

The才apanForeig三一TradeCouncil,Inc･,anassociationofJapanfs

tradinghousesandsomemanufacturers,setupastudygroupcortsisting

ofmanagersoffinanceandresearchdepartmentsoflargetradinghousesI

ThegroupConductedathoroughreviewofhistoricalexchangerate

fluctuationsand払eiTCauSeS呈nordertomakepTOPOSaisforsをabilizlng

theYenexchangerate･Oursisnotanacademicstudyassuch′butan

attempttoputforwardindustヱダsviewstogovernmentofficialsand

economistsbasedonourexperiencesunder払efioat主ngexchangerate

system′sothattheymaytake払emintoconsiderationwhenformulating

policyorconductingresearch･

Ourstudyconsistsoftwoparts･Thefirstisaboutreformoflapan‡s

financialmarkeを′whichissolelyJapan-sownresponsibility,andthesecond

partisaboutreformOftheinternationalmonetarySystem,Whichisa

matterforthewholeworldandhastobeaddressedintemationaliy,if

JapanshouldplayanactiveTotetobringitabout･

ThisreportisanabridgedtTanSiationoftheor唱1naLTobegir-With

wewillgiveabriefsummaryofthefirstpartOfthestudyonreformof

Japantsfinancialmarket･TheSecondpartwillthenbecoveredinmore

detailinI-王fヶReformlngtheInternationalMonetarySystem:

早:I.Cl(.･≡.!･:Ll･号 L-I:."-t!..I(｢:-lt･('Ln⊂;('十､/i,-:lくC-i

FirstofaiilWhyisitconsiderednecessarytoreformlapan圭sginanciai

marketin血econtexをofstab損ZまngtheYenexchangerate?

Theun豆もedKingdomandtheUnitedStatesdeve王opedLondonand

NewYork,respectively,intomaJoTinternationa呈financialcenterswhen

theywerethelargestexportersofcapitai･Fore唱nerSborrowedcapitalin
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PoundsSter旦ingoTUSDollars;thatis′in払ecurrenciesofthecapital

exportercountries･LondonandNewYorkprovidediongjermcapital

foreconomicdevelopmentaswellasshort-termcapitalfortradebetween

thirdcountriesbymeansofbanker書sacceptance･Exportingcurrent

accountsurplusesinsuchamanriermadetheexchangeratesoftheir

currenciesstabie′asまtreducedtheoverallsurplusbytheamountofnet

capitalexport･

Japanbecametheworldlslargestexporterofcapitalinthelate1980S′
buthasfailedtoderegulatethefinancialmarketfastenoughtofacilitate

theexportofitscurrentaccountsurplus･ThatiswhyJapanesefirmshave

overwheimlnglyissuedtheirbondsintheEuro一marketratherthanin

Tokyo,aridJapaneseinvestorshavepurchasedthesebonds･王tisnot

surprisingthataverysmallnumberofnon-residerttissuershavecometo

theTokyobondmarkets･TheprimarybondmarketinTokyoremained

underdeveiopedunti皇theearly1990S′thoughsomeprogresshasbeen

madera払erbeiatediysincethen事Thesecondarybondmarketremains

notoriouslylnefficient･

Asfew non-residentissuersborrowedinTokyo′才apanese

institutionalinvestoTShadtoexportcapitalbyinvestinglnassets

denominatediruorelgnCuTrenCies･TheyboughtlargeamountsofUS

bondsinthe80sandsufferedserious呈yfromexchangetossesinthesecond

hailoftheSOS,whentheYenappreciatedbeyondailexpectation･Thisis

themostimportantreasonfortheirceasinglrtVeStrnentinUSbondsin

theearly90S･ApossibleexchangelossfromtheappreciationoftheYen

againsttheDollarwouldbetoobigforamodestgainfrominterestrate
difft,rentialsbビh＼でビnthビDolldrandtheYen.

馳us′fapa琉 curTenもaecotintSurpluswasnotexportedin払eearly

90sas主をwasぬthe8Os･Ⅵ滋sisoneofthereasonsforぬesharpappreciation

oftheYen,buttheCiiritOnadministration'stalk-upoftheYenalso

mdgnif-iビdit･TheBaIILOf.TdPLIIlh'ldttlintビr＼'enPtいbLlUhビStlrPlu"iL,lldrS
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inthemaTkettThatwashowJapanesecapitalwasexportedintheeaTiy
90S'totheUnitedStatesandfinanceditscurrenをaccountdeficit.

‡tisclearfromtheseexperiencesthatareformoftheJapanese

findn〔iEllmdrLetishJllrnPeJビJ･lf̀refloH一日 tヾlSunJertLlkビー1,,TL-Pt川Is

currentaccountsuTP息uswouldbeatitOmaticallyexported,thesuppiy-

demandrelationshipoftheYenintheforeignexchangemarketwouldbe

morebaiancedlandexchangeratefluctuationswou且dbelessvoiatiie.

TheimportanceoftheYenasanintemationalcurrencywou且dbe
enhanced.

Wi払thisandwiththecreationoftheEU!ssinglecurrency,therelative

importanceOftheUSDollarasarHnternationalcurrencywilldecline

accordingly,andautomaticfinanclngOftheUScurrentaccountdeficit

willnotbeaseasyasithasbeenJnaddition,theUnitesStateswiiifindit

moredifficulttoresistforlongeconomicpolicycoordinationandreform

oftheinternationalmonetarysystemtoinvolvesymmetr主caiobligations

ofeverycountry･王nshoTt′areformoHapan要sfinancialmarketeou呈d

contributetoareformof払einternationalmonetarysystem

Suchareformisalsoasurpluscotultrダsresponsibiii年tothewoTid.

Regrettabiy,however,払eTeisa旦ongwaytogobeforetheTokyomarket
canfunctionasanefficientinternationalfinancialcenter.Theshorトterm

moneymarketaswellasthelong-termcapitalmarketisoutdatedbecause

ofrestrictiveregulationsandpractises∴払xessuchasturnovertaxOn

bondsoTWithholdingtaxontheinterestfromtheshort-termTreasury
Bondshavebeenmaintainedfordomesticreasonsandareanobstadeto

foreigrterSacquiringYenassets･

Japanistheonlymajorirldustrializedcountrytokeeprigidforeign

exchangecontTOis-morerigidthansomeASEANcountries.Since1995

JapaneseindustrieshavebeenactivelyaskingtheMinistryofFinanceto

abolishthem･The才apanForeig王lTradeCouncil,Inc･hasbeenoneofthe
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mostactiveorganizationsinthiscampalgn･

Inlune′1996lacommitteesponsoredbytheMinistryofFinance

madearecommendationthatJapanをsexchangecontrolsbederegulated

tothesameextentasotherindustrializedcountries･Thoughitisawelcome

steplntherightdirection,itisstillpossiblethattheMinistryofFinance

mayoverlookthefactthatotherindustrializedcountrieshavenoexchange

controlsassuchWhe払eTtherecommendationistobefullylrnPlemented

oTnotdependsonthesuccessofworktoenactabillwhichisinaccordance
withthecommitteefsrecommendation.

ItisJapan'sownresponsまb主litytomaketheTokyofinancialmarket

efficientsothattheCurrentaccountsurplusmaybeexportedtohelpo払er

countriesfinanceeconomicdevelopmentoratemporarycurrentaccount
deficit,

一㌦!lL=.'℃ ∵-t､I.与とI.L巨 工‡ド rL,-1'.-:(I:rlL(,I-1/･O''LCi',I;I)IS:tJL(､･､-I

1･ExplanationonExchangeRateFluctuations

Wewiiifirstlyattempttoexplainhowexcessivevolatilityandchronic

overvaiuationoftheYeTthasbeencaused･Thiswillamounttorevising

currentexchangeratedeterminationtheorysothatexchangerate

fluctuationsintherealworldmaybeexplainedbetter;aprocess

indispensableinconsideringreformoftheinternaionalmonetarysystem･

Wewili仏enstudyexistingreform Proposalsandmakeour
recommendation.

Anormaiiyaccepted払eoTyisthaをexchangeratesaredetermined

bythesupplyanddemandofcurrenciesinthemarket･王tiscurrentaccotint

ba呈anceS,accumulatedcurrentaccountbalancesandcapitalaccount

ba呈ancesthatdeterminethesupplyanddemandofcurrenciesJf

psycho呈oglCa呈factorsattimeschangemarketexpectationsandcause呈arger

-8-



fiuctuationsISuchfluctuationsareconsideredtemporaryaberrations･

Beingtemporary,exchangeratesshouldreturnsooneroriateTtOWhere

theybelongヶEconomists′inbothacademiccirclesandmarketpiac e ′

rtormaiiyadheretothislineofreasoning.

Wedonotrefutethistheory,butdonotthinkthatitalonecan

adequatelyexplaintheexcessivevoiatiiityandchronicovervaiuabonof

theYenexchangeratefagainsそwhichJapanesefirmshavehadtostTuggie

tosurvまve･Ourexperienceis払atwhatareconsideredtemporary

aberrationsareofamorematerialnatureandhavemorelastingeffects

onthelevelofexchangeratesthancanbeapproprlateiytermedtemporary･

Theyrepresent′infact,theveryvolatilityandchronicmisaiignmentof

exchangeTakesWhichwehaveseenunderthefloatingexchangerate

systerrtsince1973F

Atthispoint■tisappropriatetoreiteratetheearlierobservationon

theconvergenceOfthehistoricalandtheoreticaまexchangerates←王fthe

historicalexchangerateeventuallyconvergedtowardthetheoretical

exchangeratebasedonpurchasingpowerparity,ithappenedasaTeSuit

ofanumberOfindividualfirmshavinghadtogiveupoperationsinJapart･

Theywerefacedwithswingsinexchangerates′StlChaswesawinthe

firsthairof1995′whichcouldnotbeexplainedbychangesineconomic

conditions･Allthishashadanegativeshorトtermcyclicaiaswellaslong一

termstructuralimpactontheeeonomy･

Itisworthwhiletonotebrieflywhatwasexpectedofafloating

exchangerate･AccordingtoMiltonFriedman,払efirstimpactofany

tendencytowardasurp且usordeもcitinthebalanceofpaymentsisorbthe

exchangerate･AriseorfallinexchangerateWiiioffsettheincIPlentSurplus

ordeficit･Changesinexchangeratesoccurrapidly,automaticallyand

conもまnuouslylandsotendtoproducecorrectivemovementsbefore

tensionscanaccumulateandacrisisdevelop･A烈oatingratesystemwill

notinterferew油 eachnationらpursuitofdomesticstabilityaccordingto
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itsowninteTeStSIExchangerates,whi呈efTee音ovary,areまnfacthighly

stable,PTiedmanisd油iousthatspecuiationwouldbehighly

destabilizing･PaulVolckeTwritesinretrospectthatFTiedrnart'swritirtgs

J叩i山 dいdlliJ)･lli｡PiLlLItで｡lLlbenign､､,｡rld･lliT日､･hi｡hthe-InLユーurtll

operatiortofexchangemarketswouldautomaticallycorrectinteTrtationai

disequilibrium′anddomesticpoliciescouldgo払eirownwaybecause

shi鮎 inexchangerateswouldtakeaccountofdifferentnationalratesOf
inflation.

附hytherididthefloatingexchangeratefailtogenerateautomatic

inそernationaiequi互ibriumandastableexchangerate?Inourview/each

countrダsfreedomtopuTS㍑eitsowndomesticecoriOmicgoals′coupied

､､･iththビPrビSentP｡liti〔Lll〔limLlte･1でStlltedinLlヽ､で(lLビning｡fpLllicy･

discIPiine-moreinsomecountriesthanothers-SOthatinternaland

externaldisequilibrium,whichneithergovernmentsnorfore唱nexchange

markethavebeenabletocopewith′hasdeveloped･Theforeignexchange

marketpanickseasilywhenitisconcernedaboutthevalueofamaプOT

currencyChhistestimoryytotheU･S･HouseofRepresentativesCommittee

o三一Banking′i;inancelandurbartAffairsonApriH3′1994′GeorgeSoTOS

said,"TheinstTumerYtSOfhedgingtransfeT払eriskfromtheirtdividuaito

thesystem･唾をe軽食@魯放behoovesthepeopieまnchargeofthesysをemto

providestabiiity･Wheneverybodyisoutforthemseives′theycandestroy

thesystem･書

Exceptinthefirsthailofthe1980S′whentheDoiiarwasovervalued

mainlyduetothelargeinterestdifferentialsbetweentheDoilaTaridthe

Yen′払erehavebeenrepeatedsharprisesOftheYenaridfansoftheDo呈iar,

いf~､､'hi〔hthe,i1-1mビLiiLlteCLluSPu'dSOftenthe,talk-Liいけ11LIfJtheDLIllLlr恒I

AmericanadministTations･Exchangeratesnomaiiymoveinaccordance

withtheeconomicpTinCipieofsupplyanddemandfaSWi払anyother

com m odityfioweveT,itisourexperiencethatthetalk-downof血eDoilaT

ortalk-upoftheYenhavehadsignificanteffectsonrriarketexpectations

dlldtllビrビt,ySubstdlltiLlllymLIgniliビdotl-ビn､･iSビ11｡rm<llビ＼〔ha118ビr'1tビ
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fluctuationtoproduceexcessivevolatilityandovervaiuationoftheYenナ

Thougha量目hisappearsSelf-evidenttous′itdoesnotseemtobe

glVenadequateattentioninnormalexchangeratedeterminationtheory･

EconomistsgosofarastorecognizethatpsychologlCaifactorsinfluence

exchangerates,butseemtobereluctanttoadmitgovernments!attempts

tochangemarketexpectationsintotheirぬeory,fortheydonotfitwelHn

S叩hiSt~心t"1T一一し-Jビlさ･ThLltiH､'恒'thenOr1-1111thビい1.1.f'LlilStいnPIL-infrL中一

theexchangeratemoveswehaveexperienced.Lookingat払efactsas

theyreallyarewillbethefirststeptoamoreSatisfactoryexplanation′
Llnd､､'illillturnlビaJto",n､'inL-ingP｡1中'prL-PL,トdlさtL-1でt~LIrmthe

inteTnationaimonetarysystem･

Now,letusexaminethethreephasesofYenappreciationsincemajor

currenciesstartedfloatingin1973′byTeferrlngtOthe(二hare1!'Historical

MovesoftheYen-DoiiaTExchangeRates:fRemarksbyformercentralbank

andgovernmentOfficialssuchasPauiVolckerandJamesBakerandby

professionaleconomistswiiibequotedtoshowmoresuccinetiythan

deta皇iedanaiysISOfthecausesofexchangeratevoiatiiity･

Weexc呈ude払eYenappreciationphasefoiiowlngPresidentNixon事s

announcementonAugust15′1971toterminatetheAmericanobligation

topaygoldagainsttheDollarbalancesownedbyforeigngOVem mentS

fromourcortsideration,becauseitrepresentsacorrectionofthechronic

misalignmentwhichhaddevelopedundertheBrettonWoodsfixed

exchangeTakeSyStem･Tostudyまtherewillnotserveourpurposes･

Thefirstphase(SobYentotheDollarinDecember,1975to18日 ′enin
October,1978)

WesharetheviewKathrynM･DominguesandJeffreyAIFTankel

expressedintheir1993"DoesForeignExchangelnterventionWork?"that

thesubstantialdepreciationof1977-78beganwithadeliberateattempt

byTreasurySecretaryMichaelBiumenthaiandothers主n払eCaTteT
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administrationto"talkdown"theDoilar･Itwasjustified′intheabsence

ofawillingnessamoI唱tradingpartners′asameanstostaveoffthe

emergingtradedeficitsoftheUnitedStates･But′asDomlngueSand

Frankelsay,thedeclinesoongotoutofcontrol･

Thesecondphase(260YentotheDollarinFebruary,1985to124Yenin

Maヲ′1988)

ThesecondReaganadministrationalsopractisedtalk-downofthe

Dollar･TreasurySecretaryJamesBakeradmittedattheEointEconomic

Cornmiteeon3Olanuary,1987thathehaddeliberatelytalkeddownthe

DollaruntilthespringOf1986atleast･PaulVolckerlaterwroteonthe

precipitousdeclinesinthevalueoftheDollarthatthesecretaryofthe

TreasuryattimesseemedtobeinvitingfurtherDollardepreciationJtis

nowonderthatthemarketpanicked′resultingintheplungeoftheDollar

andsharpriseoftheYenr

Thethirdphase(260YentotheDollarinFebruary,1990to79175Yenin

April′1995)
SoonaftertheinaugurationoftheClintonadministrationboth

PresidentClirttonandTreasurySecretaryLloydBentsenstartedtalking

downtheDoliarjaそtimesasameansofU･S･tradepolicyJtisinteresting

toseeaGermanviewasreportedinthearticle''TheAmericansPursue

theYenAppreciationCalmly¥PublishedintheFrankfurterAllgemeine

ZeitunginAugust1993′whentheDollarfellto100Yenforthefirsttime･

王tstatedthat"thefactthatitmeansdepreciationoftheirowncurrency

playsonlyasecondaryroie･

AfterthebreakoutoftheMexicancrisistowardtheendof1994′the

administrationtriedtocalmthemarket′byrepeatingthatitwanteda

strongDollar,butiHailedtorecoverthemarketfsconfidence･hternational

investorsrequiredtoohighariskpremiumtobuyandholdacurrency,

whichgovernmentofficialshadkeptstatingthattheywantedtoseeit

depreciateJn1995theDoiiarpitmgedunder80YenJamesBaker,former
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TreasurySecretary,whohadpractisedtalk-downhimselfwhileinoffice′
saidinaninterviewwiththeNihonKeizaiSimbunontheeffectsofthe

talk-downbytheClintonadministration;'SineebothPresidentand

TTeaSurySecretaryhaverepeatedopenlythattheywantedaweakerDollar,
themarkethascometobelieveintheirstatements.王tisnowdifficultto

convincethemarketthatisnotthe(:asp.

Chart1:HistoricalMovesoftheYen-DollarExchangeRates

Shadeda｢easshow■lta】k-down■■periods.

1971 75 80 85 90 95

BasedonNikkeiBusllneSS,September19.1994
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TheaboveremarksbytheformerU･S･officialsconfirmourown

experiences･irlthethreephasesofYenappreciation,talk-downtacticsby

theAmericanautho£itieswereinterpretedbythemarketasa"signal-'
thatitwantedtoseeaweakerDollar,andcausedconcernaboutthevalue

oftheDollarrTherewasagoodreasonforadeclineinthevalueofthe

Dollarinanycase;theUnitedStateshadlosteconomicpolicydiscipline

underthefioatまngexchangeratesystem･Boththe王Sbalanceandtrade

balancehadbeendeterioTating･Toengineerafur払erfailoftheDollar/
therewasriOneedfor払eauthoritiestoseiithedollarsin払emarket.

Talk-downsufficed′for純emarketpanickedeasilyandinthisway

depreciationoftheDoiiaTandappreciationoftheYencanbesaidtohave

beenartificiaiiymagnified･

王ntheirstudyontheinteTVentionpolicy,DomlngueSandFrankel

defined守-signalingchannel"as"ahypothesizedmeansbywhichmonetary

authoritiescartuseinteTVentiontoconveytheinformationaboutfuture
fJunLiが11ビ11tdlsIlltht.111LlrLビー.''＼へ･7ビthinkliLt,＼＼risピthLlttillL-JLll＼,ll.Ort(llk-

upasthecasemaybe,Canalsobeconsideredasasignalingbythe

authorities′foritismeanttoconveytothemarkettheirviewofthevalue

ofacurrencylnOrdertochangethemaTket事sexpectationsJtisdifferent

fromin絶 rventionpolicy,inthatitisverbalanddoesnotrequlf･efinancial

resourcesJtmaybecruderthanweiトorganizedintervention,butcanbe

veryeffective′asourreviewofthethreeYenappreciationphaseshas

shown･Talk-downhasoftenbeenenoughtocausetheDollartofall.On

theotherhand′afterthemarkethaspanicked′ithasprovendifficu王tto

stlPPOrttheDollarbytalk-upalone･

Wehavetorecognizetheactualeffectivenessoftalk-down′defineit

asぬeauthorities'Slgnaltothemarkettoinfluenceitsexpectationsand

glVeitaplaceinexchangeratedeterminationtheory.Thisrequiresan

additiontothatpartofthetheorywhichdealswithmarketpsychology･

Then7thegapexistingbetweenourperceptionofexchangerate

fluctuationsandexchangeratedeterminationtheorywoulddisappear･
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Thepointistohaveatheorythatwillexplainrealitybetter･

ThethreephasesofYenappreciationcanbemadeintoamodelas

showninChart2"EffectsofSignaling･"Curveちshowsexchangerate
movesthatwouldresultfromeconomicconditionsalone.CurveA′which

representsactualexchangeratemoves′isshownas"addedon"CurveB･

TheareabetweenCurveAandCurveちrepresentsbydefinitionthatpart

oftheexchangeTatemovesWhichisrrtagnifiedbytheauthoritie s

slgnaiing･

Chart2:EffectsofSignaling

Yen-Do‖ar
exchange｢ate

CuⅣeA:Actualexchangeratemoves
Cun′eB:EXchangeratemovesthat仏′OUld｢es山I

tromeconomicconditionsalone
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SomedeclineoftheYenaftereachappreciationphaseshowsapartial

correctionofovershootingJneachofthethreephasesofYenappreciation′
talk-downresultedinaDollarcrisis′afterwhichaCoordinatedDollar

defenceoperationbymajorCOuntrieswasundertaken･TheYenstilltended

tobeovervaluedevenafterpartialcorrection,whennextYenappreciation

phasesetin･Thus′theleveloftheYenrosehigherandhigher,representing
chronicovel･ValuationoftheYen.

Webelieveitisessentialtotaketheeffectsoftalk-downinto

considerationtoexplaintheexchangerateauctuationsintherealworid･

王tshouldbethefirststeplnStudyinghowtoreformtheinternational

monetarysystem･Otherwise,itwouldbeimpossibletofindoutwhich

alternativetoreformtheinternationalmorietarySystemWOuidbeまikely

toeliminateexcessivevolatilityandchronicmisaiignmentofexchange
rates.

ItappearsthatsuccessiveUS･admirdstrationshavetakenadvantage

ofwhatwemightterm'!weakDollareconomicsf"whichsomeAmerican

economistshavemaintained･TheyseemtoapplytheequationS-Ⅰ=Ex-

Im(savingsmiriuSinvestmentequalscurrentaccountbalance′roughly

speaking′exporをminusimporりmechanicailyasamatterofeconomic

policy,withneitherSideoftheequationconsideredsuperiortotheother.

Inshort,theUnitedStateshastwomoreorlessequallyvalidpolicy

alternativestoreducethetradedeficit;eithertocutthebudgetdeficit

andtherebyimproveso-caiiedISbalanceortoweakentheDollarto

increaseexportsanddecreaseimports･

TheweakDollareconomicshasbeenpoliticallyconvenient′asthe

U事S･administrationscanavoidbothtaxincreaseandexpenditure

reduction′whichare㍑npopularamongthevoters′bypractisingthetheory
thataweakerDoiiarwilleliminatethetradedeficit.TheweakDollar

economicsaSWellastheweakDollarpolicyreflectstheU･SIPOliticai

ciimate′andsoitisalmostiTreievanttotalkaboutexchangerateswithout
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consideringpolitics･

王nsummary,払e鮎 atingexchangeratesystemhasallowedtheUS-
toloseeconomicpolicydiscipline･BoththeISbalanceandtradebalance

havedeterioratedsignificantlyandthecurrentaccountdeficithasbeen

accumulatingtosuchanextentthattheU･S･becametheworld'Slargest

debtornationwithinadecade･王tisonlynatural′therefore′thatthemarket

isfundarnentallyconcernedaboutthevalueoftheDoiiar･王tisagainst

thisbackgroundthatsuccessiveU･S･administrationshavesignaledto

themarketthattheywantedtoseeaweakerDollar･Predictably,themarket

panickedattirnes･AndtheresultwasaYen-Dollarexchangeratethat

hasshownexcessivevolatilityandproducedchronicovervaluationof
theYen.

2.TheProposalbytheBrettonWoodsCommi ssion

Whatproposalsonhowtoreformtheinternationalmonetarysystem

underdiscussionintheworldtodaymightbeconsideredanoptionfor

us?Ithastobeonethatmakesboththeexcessivevolatilityandchronic

misalignmentofexchangerateslesslikely,ifnotimpossibleJthasalsoto

appearrealisticenoughtobeabletoinviteconsiderationbythepo損ical
leadersofatleastC3.

王nthissense,Wehavetoeliminateanyfixedexchangeratesystem

asunreaiistic′howeverattTaCt呈veitmayappearintheory,asitwillnotbe

takenupseriously,muchlessimplemented′bytheinternational

community･

memostrealisticisaproposaltomakethecurrenはOatingexchange

ratesystem functionbetterbystrengtheningeconomicpolicy

coordination･However,historysuggeststhatthisiseasiersaidthandone･

Policycoordinationhasbeenattempted′wheneverurgentlyneededlbut

forgottenwhenevertheurgencylSgOne･Thatiswhyithasbeencalled
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■■adhoLl."

Theinformaladhoeeconomicpolicycordinationwehaveknown

hasfailedtopreventeachcountryfrompursuingitsowneconomicgoals′

asitspoliticalsituationdemanded′evenwhenithadundesirableeffects
onothercountriesandtheworldeconomyatlarge･TheUnitedStates′in

particular,hasnotbeenabletorecovertheeconomicpolicydisciplineit

lostunderthefloatingratesystem′whichhadbeenexpectedtocure

externaldisequilibriumautomatically･TheUnitedStatesletbothiS
balanceandtradebalancedeteriorate.Whenitstradebalancedidnot

improveasexpected,theU･S.tendedtoregardtheDollarasstilltoohigh

andpractisedtalk-downy

Attimespolicycoordinationwasusedasanexcusetoavoidrequired

nationalpolicyadjustments･ThatwaswhyMartinFeldsteincalledit

F-minouscoordination･一一hfact′tkUnitedStateshasoftentakenadvantage

ofitskey-currencystatusandpressedJapanandGermanyfornecessary

adjustments･ThefactthatthekeycurrencycountryhastheprlViledgeto

foregothenecessaryadjustments′whichnon-keycurrencycountriesare

forcedtomake′isknownas"asymmetry･-育Anewintemationalmonetary

systemwillhavetobemoresymmetricaト requlrlngequaleconomic

policydisciplineofeverycountry･

Thepointis′therefore,whatismeantby'触 engtheningeconomic

coordinatio王でinsuchaproposal･hthissense′webelievethattheproposal

whichtheBrettonWoodsCommissionmadepublicinJuly1994onthe

ョothanniversaryoftheBrettonWoodsConferencedeservesserious

attention･TheBrettonWoodsCommissionisastudygroupconsistingof

formergovernmentandcentralbankofficials′bankersandprofessional

economists′andisheadedbyPaulVolcker,formerChairmanoftheU･S･
FederalReserveBoard.

ThefollowingareextractsfromtheCommissionReport･
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"Thegovernmentsofthemajorindustrialcountriesshouldgivea

highprioritytointernationalmonetaryreformsaimedatreducinglarge

exchangerateauctuationsandseriousmisalignmeI血 However,thishas

tobebasedonabroadimprovementineconomicpoliciesITherefore′the

majorindustrialcotmtrygovemmentsshouldtaketwosuccessivesteps･

魯first′strengthentheirmacroeconomicpolicies′andachieve

greatereconomicconvergence′and

esecond′establishamoreformalsystem ofcoordinationto

supportthesepolicylmPrOVementSandavoidexcessive

exchangeratemisalignmentsandvolatility･!書

"王ntirne′thissystemcouldpossiblyinvolveflexibleexchangerate

bands′Withinwhichexchangeratescouldmovewithoutmandatinga

policyresponseJfso′thesystemwillhavetodefinegovernment

obligationswhenexchangeratesthreatentobreaktheboundariesofthose

bands.Anditmustdefinerulesformakingexchangeratead3ustments′

whichservetoshiftthebandsthernelvesandensurethenecesssrylong-

termnexibiiityofthesystem･

"TheIMFshouldbegivenacentralroleinthedevelopmentand

implementationofthesereforms:

Governmentsinterpretedtheabove"fiexibieexchangeratebands'書

asmeaning"targetzone事-andreactedadverselytotheproposaLAtarget
zonewouldbindtheUnitedStatessothatitwouldlosethefreedomto

pursueitsowneconomicgoals･TheyknewthatU･S･politicswouldnot

toleratethis･Thatwasprobablythemainreasonwhytheproposalwas
l･enOunCedasunrealistic.

Surpluscountries′whichhadtoimportinflationfromtheUnited

StatesundertheBrettonWoodsfixedratereglme′nowSuspectedthat

historymightrepeatitselfunderthenewtargetzone･However,atarget

zoneisdifferentfromafixedratesysteminthatdifferentialsininaation

amongthepartielPatingcountriesareadjustedbyshiftingthetargetzone

accordingly･Therefore′iftheUnitedStatesfailstorecovertheeconomic
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policydiscipline′Surpluscountrieswillnothavetoimportinflationas

underthefixedexchangeratesystem･Theywillnotbeinanyworse

positionthantheyarenow･Therefore′thepossibleimportofinflation

fromdeficitCountriescannotbeanexcuseforsurpluscountriestorefuse

toconsider触eBrettonWoodsCommissionproposal･

Shouldreformoftheinternationalmonetarysystemlargelylnline

withtheaboveproposalberealized′macroeconomicconvergenceamoI唱

themajorindustrializedcountrieswouldbeenhanced･Andifamore

formalsystemofpolicycoordinationshouldleadtoflexibleexchange

ratebands′governments′includingtheULS･government′Wouldbe

obligedtomakenecessaryeconomicpolicyadjustmentstokeepexchange

rateswithinthesebands′untilinfiatiolldifferentialsbecamelargeenough

tojustifyashiftofthebands･neUS･governmentwouldhavetopersuade

theArnericanvotersthatitisintheirintereststokeeptheinternational

commitment′for,asJohnWilliamsonandRandallHenningsaid′"each

countrywillbenefitbyrulesthattiedownothersinanequivalentway:1
Therewouldnotberoomforthekindoftalk-downoftheDollarthatwe

haveseen′andexchangerateswouldbefarmorestablethantheyhave

beeninthepasttwoandhalfdecades･

NobodywoulddenythatitisdifficulttoimplementtheBretton

WoodsCommissionproposaレHowever,itdoesnotseem utterly

impossibleforthemajoTindustrialcountriestoagreetostartstudyingit

forthefollowingreaSOnS･

Firstly,thereexistsaninternationalconsensusonthedesirabilityof

strengtheningeconomicpolicycoordinationtoensuremorestable

exchangeratesLEuropeancountriesand才apanhavelongcomplained

abouttheunstableDollarandaskedtheUnitedStatestoimproveits

macroeconomicposition･FacedwithwildfluctuationsoftheDollar

exchangerates′EuropeansestablishedtheEuropeanMonetarySystem
in1979′whichwasmea王加′inthewordsofHeimutSchmidt′tobea
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Europeanstabilityzonetodisciplineandharmonizeeconomicbehaviors

oftheECmemberstatesITheEuropeanMonetaryUnionwillbea

culminationoftheireconomicpolicycoordinations･

TheHalifaxSumrnitrecognizedthatpolicycoordinationisan

importantfactorinpromotingastableforeignexchangemarketklnthe

UnitedStatestheCompetitivenessPolicyCouncilstatedinitsFourth

ReporttothePTeSidentandCongressinSeptember1995,"Recent

movementsintheexchangerateoftheDollaragainstSOmeCurrencies

suggestthecontinuingneedtoimprovetheinternationalmonetary

reglme･WideswingSまnexchangeratesserveasasourceofuncertainty

forUSexporters.fF王tshouldbenotedthattheCompetitivenessPoまicy

Councilhaspoliticians′businessmenandunionleadersasweiias

professionaleconomistsasitsmembersandthatthereportrepresents

theirconsensus･EvenGeorgeSoros′knownasspeculator,says′"王think

thepeopleinchargeofthemonetarysystemneedtocoordinateeconomic

policiessothatcurrencyfluctuationsarenottoogreat;sothatyoudon!t
havefurldamentaiimbalances.事!Someeconomistswhohavehadinfluence

ontheU･S･foreignexchangeratepolicysuchasFredBergstenhavealso

beenardentadvocatesofthetargetzoneforalongtime･

Secondly,theworldhastriedareferencezoneonce′asagreedat

Louvre･Diagram1showsathreeyearperiodofrelativelystableexchange

ratesfollowlr唱theLouvreAgreement･Withthishistoricalprecedent′the

BrettonWoodsCommissionproposalcannotbesaidtobelongln

"dreamland･"ThereferencezoneF!畠1aLouvreFfcoliapsed′becausethe

Agreementwasaninformaloneandwasnotbindingtoensurepolicy

coordinationamonggoveTnmentS･Thatisaprobablereasonwhythe

BrettonWoodsCommissionproposed"amoreformalsystem of
coordination,

Thethirdreasorlishowtheproposalwasformedanddiscussed

afteritspublication･Nearlyhalfofthe47membersoftheBrettonWoods
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Commissionhadoncebeenofficialsofthemonetaryauthorities･The

reportissaidtore玖ectabroadconsensusandisaddressedtothemember

governmentsoftheBrettonWoodsinstitutionsJtcanclearlybeseenfrom

thefollowingextractsfromthereportthattheymeantitasawarnmgto
theworld:

"Establishinganewsystemisalong-termgoal;workshouldbegin

onitnL,tt.I･･･-FLlrthビrdelayI"luldbeunlortunLlte･■‥'Anythi叩 thtlt

canstrengthentheinternationaleconomyandlayastablefoundation

forbuildingfaster,sustainablegrowthisurgentlyneeded."

一一Thisisthetimeforthemajorindustrialcountriestoreview

arrangementsforglobaleconom阜ccooperationandtobegindesigning

animprovedinternationalmonetarysystem･-

Moreover,theproposalwasdiscussedatthetimeofpublicationata

meetinglnWhichnotonlythemembersoftheBrettonWoodsComrnission

butalsotheincumbentgovernmentofficialstookpart･Theyagreedthat

thepresentinternationalmonetarysystemdidnotfunctionsatisfactorily,

inthatitfailedtopreventexchangeratevolatilityandchronic

misaiignment′andthatpolicycoordinationtomakethesystemfunction

betterhadnotbeeneffectiveenoughinthepastJnshort,theyagreedon

whatweretheproblems.

However,governmentofficialsoftheUnitedStates,Japanand

Germanydidriotagreetotheproposalthatamoreformalsystemof

coordinationbeestablishedinwhichtheIMFwouldplayacentralrole･

Theirreluctanceisunderstandableinviewoftheunfavorablepolitical

climate･Withoutstrongpoliticalwilltopersuadethevotersthatreform

isintheirbestinterests′anyattempttopromotetheproposalwould

demandenormousenergybutwouldsurelyfailJtseemsthat''tobegin

designinganimprovedinternationalmonetarysystem''Wouldrequire

pressurefromaboveaswellasfrombelow;thatis′politicalleadership

ontheonehandandthefavorableopinionofbusinessleadersand
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economistson批eother･Wehaveseenthatbusinessleaderswerepresent

intheUSCompetitivenessPolicyCounciiJheir才apanesecounterparts

shouldalsoplayasimilarTote.

AtthemeetingthereWasaconsensusthatitwasuptoG3toimprove

theinternationalmonetarysystem･Theworldhasbeenmovingaway

fromasingledominantkeycurrencysystemtowardaratherunstable

mult i-currencysystem,andsoitisnecessarytOestablishastable

relationshipamongthethreepolesoftheUnitedStates,Japanandthe

EuropeanUniLln･

TheBTettOnWoodsCommissionproposalwasformedbyformer

governmentofficialsandcentralbankers′bankerswithinternational

experienceandecortomists′andthendiscussedwiththeincumbent

monetaryauthoritiesJnthissense′ithasbeenpreparedforfurtherstudy

likenootherproposal･Theproposalitselfismoderateandreasonabie事

Weagreewithitsmessageandthewarrungithassenttothegovernments

concemed.Itisunlikelyforanybetterproposaltoappearintheforeseeable

future･Therefore′iftheinternationalcommunityintendstoreformthe

internationalmonetarysystem′theBrettonWoodsCommissionproposal

ispracticallytheonlyoneworthseriousattention･

Conclusion

Wehaveseenthattheexcessivevolatilityandchronicmisalignment

ofexchangeratesunderthefloatingexchangeratesystemhavebeen

causedbybothlastingfundamentaldisequilibriumandgovernments'

signalingtothemarket･Theeffectsofsuchunstableexchangerateson

theeconomyhaveprovedquiteserious･

AreformoftheinternationalmonetarysystemisbadlyneededJn

ordertohavemorestableexchangerates′wehavetohaveasystemthat
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willpreventbothiastirlgfundamentaldisequilibriumandgovemments'

slgnaiingtothemarket･Areformproposalhastobemoderate′reasonable

andrealisticenoughtomeritstudybyG3orG7･Theonlycredibleproposal

atthemomentistheonemadebytheBrettonWoodsCommissionin1994･

Thatthemonetaryauthoritiesreactednegativelyatthetimeofits

publicationshowshowdifficultitistoimplementitinthecurrentpolitical

andeconomicciimate･AstrongpoliticalwillisrequiredtAsafirstsmall

step,WehaveCalledonJapanesegovernmenttotrytoformaconsensus

amongG3orG7tostartstudyingtheproposal･Wewouldliketosee

politicalandbusinessleadersineachoft鮎 malOrindustrializedcountries

worktogether,andprofessionaleconomistscontributetoreformintheir

OwnWay･

Iohnlkenberrywritesinhisstudy事IThePoliticaiOriginsofBretton

VVoodsHthattheBrettorlWoodsagreements′whichrepresentedan

unprecedentedexperimentininternationalrulemakingandinstitution

building′werenotinevitable.What′then′madethis''politicalmiracle'

Possible?Firstofail,acommonbeliefinthedesirabilityofcurrency

stabilityhademergedintheaftermathoftheeconomicdepressioninthe

1930S."Newthinkers′''suehas斗M･Keynes′providedtheintellectualand

politicalbasisfor"Coalitionbuildingonagrandscale′!'whichwas

indispensableforsuchanunprecedentedinternationalproject･Political

ieadership′inthefigureoftheU･S･PresidentFranklinD･Roosevelt′made

itpossibletocreatetheAnglo-Americancoalitionthatincluded

governmentofficials′economistsandlawyers･AttheBrettonWoods
conferencein1944,PresidentRooseveltadvancedtheclaimthatthe

economichealthofeverycountrylSaPropermatterOfconcerntoallits
members′nearanddistant.

Inthemid90S′thereseemstoexistaconsensusthatcurrencystability

isdesirable･TheBrettonWoodsCommisionproposalcouldbean

intellecualbasisforcoalitionbuilding･Howeverlweseenopolitical
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leadershipthatwillcreatetheinternationalcoalitionneededforreforming

theintemationalmonetarySySternKThetimemaynotberightyetforsuch

reform･互kenberryobservesthatailincrementsofhistorictimearenot

equal･Heseesthattherearebreakpointswhenthepossibilitiesformajor

changesareparticularlygreatヶInthiscentrury,theseveralyears

surrounding1945wouldsurelybeonesuchmoment.Theendingofa

majorWarOrtheaftermathofalarge-scaleeconomiccrisisaltersthe

parametersofpolicy-making･Shouldwewaituntilsuchalargescale

economiccrisisZifnotamajorWar,forcestheinternationalcommunityto

startstudyingreformoftheinternationalmonetarysystem?

WhatshouldJapandonow?Therearetwoalternatives;eitherto

keeprespondingreactivelytoeventsasinthepastandlivewithexcessive

volatilityandchronicmisalignm entofexchangerates′ortojointhosein

theworldwhodemandmorestableexchaI唱eratesandworktorealizea

betterinternationalmonetarysystem･

WebelievethatthesecondaitemativeisintheinterestsofbothJapan

andtheworは･Evenifthefinalgoalofanewinternationalmonetary

systemisnotachieved′astrongerworldopinionforreformwillaffect

theeconomicpolicycoordinationandmacroeconornyofeachcountry
forthebetter.

Therefore′WenowcallontheJapanesegovernrnerttandpolitical

leaderstomakeanefforttoformaconsensusamongG3orG7countries

thattheyshouldstartstudyingreformonthebasisoftheBrettonWoods

CommissionpTOPOSal･Japanshouldalsoderegulateitsfinancialmarket
tothesameextentasotherinternationalfinancialcenterssothatthe

currentaccourttsurpluscaI-berecycledtotheworid･Notonlywillit

stabilizetheYenexchangeratefiuctuations′butitwillalsoallowJapan

tofunctionproperlyasthelargestcapitalexporteroftheworld･

王nspiteoftheimportanceOfexchangeratef互uctuationsonthe
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economyandlifeofthepeople′therehavebeenfew continuous

discussionsinJapanonhowtostabilizeexchangerates･AndfewJapanese

viewsseem tohavebeendespatchedtotheworld･Thatiswhywehave

preparedthepresentEnglishversionofourstudy･Wewouldbemore

thanhappy,ifitshouldstimulatedialoguesbetweenJapanandother

countriesonthisveryimportantissue･
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