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During the past few years, the Bank of Japan has injected billions of yen into the 
economy and pursued a monetary easing policy. Japan has plausible arguments, 
namely that its current policies are needed to support the growth of the economy and 
to spur inflation. However, these measures result in a weakened yen and increase 
trade imbalances between Japan and other Asian countries, particularly China. This 
article argues that Japan’s practice is rooted in protectionism and examines such 
actions under the IMF Agreement and the WTO system. It is suggested that the 
Chinese government should adopt diplomatic and judicial approaches to urge Japan 
to return to normal monetary policies.
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1. Introduction

Since Shinzo Abe became prime minister of Japan on December 26, 2012, the Bank 
of Japan (“BoJ”) has introduced a series of economic reform to correct its current 
economic recession.1 As traditional monetary policies have limits in combating 
recession and deflation, Japan turned to a radical quantitative easing policy aimed 
at depreciating the Japanese yen. These measures have resulted in substantial 
depreciation of the yen vis-a-vis other currencies. The depreciation of yen has helped 
to bolster Japanese exports, but is at the expense of Japan’s trading partners.

While there are many commentaries on this issue, most of which focus on 
economic or political implications.2 This research, however, will provide an in 
depth analysis of whether Japan’s policy could be challenged under relevant 
international treaties including the IMF Agreement, Article XV of the GATT 1994, 
or the Subsidies and the Countervailing Measures Agreement [hereinafter SCM 
Agreement]. It will discuss what kinds of remedies would be available if Japan 
has violated any of its international responsibilities. This paper is composed of five 
parts including Introduction and Conclusion. Part two will provide background on 
Japan’s monetary policies and the criticisms against them. Part three will examine 
the rules and regulations under the IMF that govern the ‘exchange arrangements’ 
and “exchange rate policies.” Part four will clarify the relationship between exchange 
rates and international trade, as well as the question of what arguments can be given 
to Japan’s quantitative easing as a measure that may impair the commitments made 
in trade agreements, particularly the WTO rules. Part five will suggest political and 
legal strategies to encourage a change in Japan’s monetary policies.
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