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Abstract
Most central banks issue stock that is held by the government and/or commercial banks and is not
tradable. In contrast, stocks of the central banks of Belgium and Japan are traded on the Brussels and
Tokyo stock exchanges. The purpose of the paper is to examine this unique phenomenon of stock
market valuation of central banks. Our analysis shows that shares of these two central banks have
performed poorly. We also investigate the factors affecting central bank stock returns and find that the
stock market return is the only statistically significant determinant. Neither the assets held by the
central bank nor the country’s macroeconomic factors show strong and stable relationships with
central bank stock returns. An event study using recent data from Japan shows that the effect of certain
macroeconomic events on the value of the Bank of Japan stock is statistically insignificant. © 2002
Elsevier Science Inc. All rights reserved.
JEL classification: E58; G20; N20
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1. Introduction
Most central banks issue stock that is held by the government and/or commercial banks
and is not tradable. In contrast, the stock of the central banks of Belgium (the National Bank
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of Belgium, hereafter called NBB) and of Japan (the Bank of Japan, hereafter called BOJ)
are traded on the Brussels and Tokyo stock exchanges, respectively. The Belgian government
holds half of the Belgian central bank’s stock while private and institutional investors hold
the other half. Since the BOJ was modeled on the NBB, the Japanese government holds more
than half of the Bank of Japan stock and the rest is also distributed among individuals,
financial and other institutions.
Even though investors have been buying the central bank shares for decades, they have no
influence on the policies of either central bank. The non-governmental shareholders have
almost no rights that typically exist in all other public limited corporations. Why do investors
regularly buy or sell central bank stocks? Do they receive adequate returns? Why is some of
the stock of central banks traded in the open market? What affects the value of this stock and
how is this related to the rationale for the public trading of a central bank’s stock? These are
some questions that we attempt to address in this paper in order to obtain a better understanding of central banks.
The remainder of the paper is organized as follows. The next section briefly discusses the
history and the organization of the central banks of Belgium and Japan. The third section
presents the hypotheses and the fourth section describes the data. The fifth section presents
empirical evidence on the performance of central bank stocks. Section six investigates the
factors affecting the changes in value of central bank stocks. The section also reports the
results from an event study examining the stock market reaction of Japanese central bank
shares to macroeconomic announcements. Conclusions are drawn in the final section.

2. History and organization
2.1. The central bank of Belgium1
Until the early 19th century, one influential company, Société Générale, controlled the
whole credit system in Belgium. With the establishment of the independent state of Belgium
in 1830, this private company received certain rights, and its relationship with the State had
the appearance of that of central bank of a country. In order to diminish the role of Société
Générale, a new private bank, the Bank of Belgium, was created in 1835. The Belgian
government transferred the function as cashier of the treasury from Société Générale to the
Bank of Belgium. The financial crises during the 1830s and 1840s weakened the institutions
and reduced the confidence of the general public in both of these two institutions.
This led the government to establish the National Bank of Belgium in May 1850 as a
public limited company. Interestingly, private individuals, firms and utilities, but not the
government subscribed to the shares of the Bank and trading of the shares of the NBB took
place from the beginning.2 Although bank notes issued by Société Générale and Bank of
Belgium had legal tender status at that time, those issued by the NBB became legal tender
only in 1873.
The management of the Bank is in the hands of the Governor and the Board of Directors.
The Governor is appointed, suspended and dismissed by the King (in practice, by the
government). Although appointed by the King, the governor and the directors are expected

