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Hypothesized Eicenvalue Trace 0.05 Critical Prob

Vv .. .

No. of CE(s) g Statistic Value
None* 0. 249276 118. 6344 40. 17493 0. 000
At most 17 0.181384 54. 40975 24. 27596 0. 000
At most 2 0. 035309 9. 578457 12. 3209 0.1381
At most 3 0. 00679 1. 526243 4.129906 0.2541

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
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At most 2 0. 046095 6.296913 12.3209 0. 4007
At most 3 0. 000876 0. 114854 4.129906 0. 7803

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
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Summary

The Asymmetric Effects of Monetary Policy on Regional Economies in Japan:
Evidence from VECM Estimation

Toshiyuki Okoshi

This paper examines how monetary policy has variant impacts on regional economies in
Japan. Estimating VECM for the endogenous macro and regional variables, I find that (1) the
depth and the duration of monetary policy shock’s effects on each prefecture’s bank lending
and real output varies, and (2) the lower the value of mortgage the larger monetary policy
effect regional economy experiences. This empirical evidence indicates the “balance sheet
channel” of monetary policy functions well in Japan.
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