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Japan's New Round of Exchange Rate Intervention: Effects, Risks and Implications
XIAFan ZHONG Zhenzhen YE Dongxin

(The People's Bank of China Haikou Central Sub-branch)
Abstract The Japanese yen, a traditional safe-haven asset, unexpectedly depreciated by more than 30 percent in
2022. Japan launched a fresh round of exchange market intervention in response to the yen’ s depreciation as well
as the greatly reduced stimulus to exports from that depreciation and a widening spread between long-term interest
rates in Japan and the United States. Japan employed jawboning, rate checks, foreign currency reserve intervention
and other means, but the overall result was disappointing. This paper contends that the divergence of economic
fundamentals between Japan and the U.S., the divergence of monetary policies and Japan's huge trade deficit are
the main reasons for the disappointing results from exchange rate intervention. For China, the lessons learned from
Japan's latest round of rate intervention were as follows: First, exchange rate intervention should still be considered as
part of the "policy toolkit" of the central bank so that short-term renminbi exchange rate fluctuations can be avoided.
Second, exchange rate intervention has no long-term effect, so the market-oriented renminbi exchange rate mechanism
needs to be further improved. Third, macro-prudential policy tools should be actively used to ensure the stability of
the renminbi’ s exchange rate. Fourth, there is a need for strengthening international economic policy communication
and coordination to reduce shocks to the foreign exchange market from policy changes.
Keywords Japan, Exchange Rate Intervention, Exchange Rate Depreciation, Foreign Exchange Control
JEL Classification E40 F31 GI15
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