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Reconsidering the Bagehot Rule: Financial Crisis and the Bank of Japan

Masayoshi TSURUMI

{Abstract)

This paper examines the independent BO]J’s Lender of Last Resort policy
during the first decade of the 21st century. During the decade, the
Japanese economy suffered two consecutive financial crises caused both by
asset bubble bursts. The case in the first half of the decade stemmed from
of the collapse of Japan’s assets bubble in the middle of the 1980s, while the
case in the latter half of the decade stemmed from the US subprime loan
crisis in 2008.

In this paper, we present an overview of the BOJ’s LLR policy during the
decade. In the second half, we assess these policies in view of the Bagehot
Rule and other variations. In the final part, we discuss the question of
whether the LLR should provide liquidity or capital.



