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Reading Assignment for English speaker

Due: July 7th(3:00PM). Submit to the office of 3rd cluster of undergraduate study(2nd
floor of the Building A)

In class, I explained about the inflation at the end of Edo period. In order to know the
detail in this period, first read “The Shogun’s Gold: A Novel of the 19th Century Financial
Intrigue” by Masayoshi Sato(kodansha international) on our class website. If you do not know
about Japanese historical background, read the book Japanese Economy by Takatoshi Ito
(MIT Press). Your answer is evaluated based on your understanding of the issue, the degree
of logical thinking and creativity of the answer. This report assignment has the weight
equivalent to four set of homework. You should type your answer in A4 size paper. If you
submit the handwritten report, I will give zero point.

Also, if it is clear that your reading had not reached the last chapter, I will give zero
point. Copying your friend answer is judged as cheating and you are penalized by the
University rule (Usually 6 month suspension).( but discussing the question and the answer
with your friend is encouraged. )

(1)  Summarize the claim of both the US and Japan regarding the exchange rate
between dollars and Ichibu—gin.

(2) If you are a bureaucrat representing Edo government negotiating the treaty of
amity and commerce between the US and Japan, what kind of sentence did you put in this
treaty instead of the article 5.

(3)  This book explains that Mr. Mizuno came up with the idea that edo government
issues nishu—gin and that the edo government implemented it. This proposal was the
compromise satisfying the US claim and Japanese claim. Explain why it is so. (Your answer
should not be something like “ he wanted to promote trade between Japan and US. He chose
this policy from a more strategic reason. You should read between the lines.)

(4)  Suppose that you are Japanese bureaucrat handling government policy. Assume
that the treaty of amity and commerce is already signed and that it is not possible to modify
this treat. But the huge outflow of Japanese gold to foreign countries has not happened yet.
In this case, what kind of policy do you implement?

(5)when we analyze the issue, it is important to think about the time frame. What is the
time frame of this economic event, article 5 and the change of the exchange rate?( 30 years,
10years, 1 year, 3 day ?)

(6)  The idea of issuing nishu—gin is very novel, but this idea did not work well because
nishu—gin did not circulate so much. This indicates that although the idea of issuing nishu—gin
was clever, it is lacking additional idea to enhance its effectiveness. Propose the idea that
increases the circulation of nishu—gin. For answering this question, think about why the
following facts happen: (i) we are using yen (in other words, think about why we use yen), (ii)
in some developing countries, people do not use their own currency but use the international
currency such as dollars, (iii) people often do not buy a good which whose values to be
believed to be decreasing in future.

(7)  On the page 162 of the English version of the book, it says “One error begets
another— one false steps is the parents of many” . Explain what this means. What is another
“error”?

(8)  Let bthe exchange rate between koban and ichibu. When the edo government
increased b, probably the price of general daily goods increases. Explain why so by assuming



that the relative price of gold and ordinary daily goods stay constant.

(9) Let G be the amount of koban in Japan before the treaty was made. Let Sbe the
amount of silver in Japan before the treaty was made. Then, the money supply in Japan
measured in terms of ichibu is M = S+ b~ G. In this case, real money balance in Japan
become M = %. When the edo government increases b three times, p would increase

three times. Also M would increase. In this case, what will happen to the real money balance
M/p? Does it increase or does it decrease? Answer this question by assuming that Sand G
stay constant.

(10) For the above question, we have assumed that the amount of G and S are constant.
Now let’ s re—examine this issue since S and G changed over this period. Suppose that US
exchanged z dollars with ichibu—gin. This means that US will get 3" z ichibu. Since the
exchange rate is b, the US will get % koban. On the other hand, the edo government

received z dollars in silver . Edo government can melt this silver dollars and can make 3
ichibu. This means that S increase. In this case, calculate M in terms of ichibu when the
exchange rate between koban and ichibu is b.

(11) If b increases in the above situation, what will happen to real money balance M/p?

(12) Using the IS-LLM model that we learned in the class, answer what will happen to GDP
when M/p has changed as in the above question. Does GDP increase or does GDP decrease ?
Using the graph, explain. (If the class has not covered the IS-LM model, skip this question.
)

(13) In the last chapter, Arbuthnot claimed that the incidents such as murder and fire by
swordsman class and the movement to attack foreigner is due to Alcock. What does it mean?
Explain.
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