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Watch p ost-coronavi「us interest rate path 
conom1c debate over the COV)D-19 pan­
demic mostly revolves around two ques­
lions: first, how can the economy be pro­
lectcd while containing the spread of infec­
tions with the novel curonavirus? Second, 
how will the economic landscape have 

changed when the COVID-19 situation is over? 
Both questions are important, yet there is another key 

question: Vvill the economy steadily recover once the pan­
dcmic dies down to a certain extent? 

In the early stage of the coronaviws' 、},read in the United 
States, former U.S. Federal Reserve Chairman Ben 
Bernanke likened the COVID-19 outbreak to a snowstorm 
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that kept people from going out. !fr C'11ied for policyヽup­
port to prevent people from running out of prov国ons dur­
ing the shutdown. 

Bernanke's metaphor apparently reflected an expectatwn 
that people's lives would soon get back to normal if they re­
mained patient for a while. 

But, given the current stale of !he siluati"n, the virus 
crisis is likeiy to be protracted, and therefore the e直1(）my
is unlikely to recover anytime soon. In the latest World 
Economic Outlook report, !he lntnnalional Monetuy 
Fund predicted that glob,1! economic growth in 2020 will 
suffer its worst year-on-year rnntraction ヽince the Creat 
Depression of the 1930s. 

Hearing thi、,I have the urge to look more closely at the 
Great Depression for lhe sake of comparison. The global 
depression started wilh the Wall Street stock market crash 
of 1929 and lasted more than a decade. The dcvaヽ iating
economic downturn became prolonged becattse economic 
disruptions continued unabated in ihe w'1ke of the foilure 
of various policies. 

In ihe COVID-19 crisis, countries should try ln avert the 
prolongation of a global economic taiispin triggered by the 
novel coronavirus, 

The Greal Depression was protr'1Cted for lwo main reas 
ons. One of them was the tit-for-tat ch⑭1 of proteciionist 
retaliation moves by some countries, which exacerbated 

global economic iurmoil. Lt'l me describe ih.>.l situation as 
lhe “(； issuc,”t•(）r “glohal.”Th e (）t h c r rcaS(）；1 1似＼s the dis­
ruption of state finances and恥ancial mad、ctヽcaused by 
currency devaluation, among叫1cr disruptive events, that 
resulted from failed monetary policieべ．l refer to lhem 
collectively as the "F issue," for "finance" or "financial." 

in the COV ID-I 9 crisis, too, it is important io de、ll pl`op• 
crly wilh the(; a叫f issues. But it does nぃt seem that they 
are l)cmgヽutlicICllt1y attended to ye( 

(
‘ 

、9rom ng pr(）tcamn ;si m•CSSlI rc 

!"his time, I am not di、cuヽヽing t(l(） 111しll•Il.ll)（）ll t the (； lヽ ・

I I ヽヽtl C , C X l l. p t fo r i h c fa c t t h a t i h c 9 9 ( ） ） , 1 1 c c ( ） 1 1 9 ) 1 1 l i し ．ヽy :， t ei n i ヽも
nbvi(）し'sly hc,iding loward a materially dangerous,,111,scふ
:，ymbo)izcd by the U.S.-China trade war. 

There a:·e many othn worrying de,,clnpmenh, including 
the declining role of the World T,・，以le Organization. Whal 
matters is that 
protcct  109l l Sm 
causes a ne2at1ve ゜
i m p a c t  on t h e  
global economy, 
while economic 
disruptions ag­
g rava t c p r(） t c c · 
,inn isl [rends in 
r elu rn. T h e  
I (） 11 0 cr co u n i rl C と
remain in dire 
economic straiis, 
the stronger pro­
lcciionist pres~ 
sure will become 

Protectionist 
t r e n ds h ad 
al ready em erg叫
prior io the outbrci!k ofCOVJ[).19. Thai is why the 1,ssue 
of protectionism is,n,,;℃、crious m)w. i t is (）Hell sa id i l1,9 t 
"a crisiヽ change、 soc'iely." I remember 1T;iding a line that 
尋1, "Two succ心sivc cris,'s change society,urther."'J'hcit 
see,ns lo be righl. 

l n the ye,,rs alk1· the so-called Lehman shock, the world 
saw the rise ofCl11n,1, which in turn kd to the spread o( 
protectioniヽt moves. The coronavirus crisis may accelerai(〉

suc h m (lvcs cvc n fu rt h cr. 
As the COVJlJ-19 crisis hit a world that was already 

changed by the global fi 11a11cial crisiヽ ヽiCl1lllli ng ir(）]11 11IC 
collapse of U →S. investillt'lll bank Lt'11ma11 Brothers、 the
change we are now experiencing will certainly end up being 
a much greater one. This ch\\ngc can be described as related 
to the F issue"'well. Should ihc coronavirus crisis prompt 
issues that have been smoldering since the global financial 
叩sis to e入plode at once, the conscq如nee will gravely ailect 

posl-C(）V l[）- ］ 9 C(‘9)llomIC rce●(）vcry 
「he m<l i n i c̀al li rc (）t the p(）sI -i,L•i1叫ll 、h(）し1、 change has 

l )CCIl叫inir9)d ltcti(）!］ 9)1. massive如）110llliCヽtirnuius nack-t 
ages inciuding both fiscal and moneL,,-y policies. Nol­
wilhstanding such叩timulati叫the real-world economy's 
recovci-y has been slow. This is particularly true in Japan 
Similar trrnds have been seen in the United States and 
知rope's developed countries. 

What symbolizes the lackluster economic landscape 1s 
the irajecto,-y of long-term interc·st ra!e、ヽ， which have been 
on the decline for about 30 ye,us. This has a lot to do with 
"secubr _st;:gnation''. of developed coun l;·ics 

ln 1heir fi双al and monetary responses lo the COY !D- l 9 
q•iヽis, govern men is h,1ve been mobilizing every possible 
measure lo save their economies. In lhal sense, they have 
been more proaciive than during the post-Lehman ヽhock
period. As a result, long-term interest rates have now fallen 

如·il1CI^． 
Amid su c h

circumstances, 
financial markets 
have dramatically 
r e c o v e r e d
ground lost in 
Ma r c h ,  w h e n  
they were i n  an 
incredibly cha!­
I' ene,n!! e nv,r-. 

o o 

onment.  Stock 
and bond prices 
a re  recoverllrn ゜
whereas the real 
economy contin­
ues to be in hnr-
rible condition. 
Aithough there is 

a big gap bci ween financial market trends and lhe real eco­
nomy, ii is s叫that the latter should eventually make a 
ヽharp recovery to the extcn, that the financial marketヽ
correctly reflect lhe realヽtai.e of the economy. 

However, l am not so optimistic. 
What h心been h'1ppening in the linanci<1l 1rn1rkets 1ヽ a

"coronavi,し1s bubble," as described by market participants. 
Once the stimulus el「c'cts of emergency Ii seal and monetary 
packages fぷle, ;t is possible- that stock and l,oi,d prices will 
bave to un,iergo a major correclion, a clcveioprnent that is 
likely ro be intensified by" proionged recesヽion.
, } i

., ． ， i` | 1 | apamなlIIOR (） i.cvck’[）pet ecmlmmes 

!n)«pan, we have been fami!iilr with a particular situation 
--- in which 、ヽ 恥k and l)（）ll(i pl1ccs arc ml)lISt cvcn while lhc 
I mi world economy isヽt.1gn,rnt - for ;1 long time, going如ck
奴） thc l,chman ヽi1(）ck. 1.he C(）1・()n,lvirlls shock jllSi makcs lhc 

1 ̀ l憎｛入 l、長 igでも 戸 P 
刈

涵s i i a《
む to 『 heh ind 孔

possibl(· inh，，

『{｀ ! ra l {巳 inc 町a此

w i l I i 町
゜ .. 

a ri`· in fundraisisHt

匂

de ＂u屠 nd「mm ! h {〉 I9 ri ＼請 i ｛
b smb i 0 『

l l i a i n i ll ocm r i n l) a m l l {込 l n i i l 〗
a 

；〗日 1l ('COi直«»屋i〗 ’`
b i込

｀
h《

t{»‘` ＇
面

、

situation rn<>re conspicuous. The phenomenon that lies be­
neath this situation is the con-1＇ergence of "three lows": low 
interest rates, low inflation and low grnwth:The reason for 
low long-term interest rates is weak demand for loans from 
the private sector, which, as mentioned earlier, reflects 
d rawnout sta叩at,on.゜

The scarcity of private-sector demand for loans has contm-
ued to be made up for by the government. fndeed, the Japan­
ese government kept posting fiscal deficits year after year with 
the country's outstanding public debt snowballing every year 

.,加nks lo extremely low interest rates, the swelling of 
public debt levels has caused a relatively light burden on 
the state colfrrs. In other words, the continuous increase in 
public debt has hardly impeded fiscal management. Against 
this backgro und, japan's public debt has constantly 
spiraled upward. 

The three lows are only gathering momentum amid the 
COVID-19 shock. The situation has now spread overseas 
with the phenomenon referred to in some countries as 
''Japanization." 

The government is expanding fiscal expenditures man 
e1]いrt to end the ongoing crisis while the Bank of Japan,s 
backing fiscal expansion with a bold monetary easing 
policy. Those initiatives help stock prices slay high. 

We need to ask if the three-low environment, which 
emerged following the l.ehrnan shock and is now gathering 
pace with the coronavirus crisis, will stay in place in the 
years ahead. 

What is worrisome is the trajectory of long-term interest 
叫s. lf they show a sharp upside trend, the financial mar­
kets �o_uld plunge into_ turmoil. T�e- biggest fact_or b_ehind a 
possible interest rate increase will be a rise in fundraising 
demand from the private sector that will occur in parallel 
with an economic recovery. 

I am keenly looking forward to seeing the Japanese eco­
nomy getting back on track, but I remain concerned that 
such a bright outlook will be inevitably accompanied by an 
excessive reaction by interest rates. II cannot be ruled out 
that such upward pressure on interest rates may be con ta­
gious from abroad, apart i"rom a change of winds within 
Japan. We need to keep a close eye on how the f and G is­
sues will evolve 

(Special to The Yomiuri Shimbun) 
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