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Summary of the country paper on Japan 

1. The announcement of the Bank of Japan on September 21 that there is no room technically for further monetary easing to stop “excessive Yen-daka,” invited active controversies not only among Japanese but world-widely. Most of East Asian economies which began to recover since 1998-end will be no exception. Their quick macroeconomic recovery does not imply that micro-level recovery in the region is going quite smoothly. Nor does it mean that there is no big apprehension ahead which may enforce these countries in the serious trouble again. Its future will be much affected by the economic outlook of the U.S., Japan and China. Hence, it is natural that those in East Asia are very keen on Japanese economic recovery.

2.  Japanese economy eventually began to recover, albeit not so robustly. The IMF revised its forecast on Japan to upward to 1% in 1999 and 1.5% in 2000. This recovery has been achieved by three factors: First, Japan’s strong fiscal and monetary policies in the past two years in particular. Second, improved confidence of the Japanese in general on its financial system by huge amount of capital injection in the banking system and subsequent banks’ restructuring. Third, Japanese firms have launched blunt market-oriented restructuring in various fields. All are toward a right direction. Good signs of macroeconomic recovery began to increase, such as positive growth rates, increase in imports and appreciation of yen exchange rate. It caused a surge of stock prices more than 20% since the beginning of this year, mainly by huge net amount of investments by foreigners in the same manner as in other East Asia. All of these must be good news to Asian countries, in that it will help their earlier economic recovery.

3. The problem now is that Japan’s economic recovery is mainly due to huge fiscal package, hence not yet self-propelling. Apprehensions haunt here and there. First, private consumption with a few exceptions is weak. Second, investment level of the private sector has been very low (housing is one important exception, though). Third, heavy government debt stock, surely the worst level among major OECD countries, which may destroy the fiscal sustainability if not corrected in due course. Fourth, yen-rate has soared excessively from around \125 per U.S. dollar to \104-5 in a couple of months. How can exporters deal with this new development? The big problem for Japan is the fact is the belief of the world that prolonged Japanese recession has made a heavy cost to the world. In fact, Paul Krugman illustrates a diagnosis that Japan should pursue a 3-4% inflation target for 5 years. Should BOJ follow his “advice”?  How if it were to be so? 
Some good signs of changes of corporate behaviors, however, are being observed. It has given positive impact on its stock market. Can we be logically somewhat optimistic to Japan’s future?
--------------------------------------(Content)----------------------------------------------------

Distinguished guests, Ladies and Gentlemen, 

　Let me first congratulate all the concerned people of Faculty of Economics, Thammasat University on its 50th anniversary. Indeed, since educating  and delivering human resources of good quality to the society has been regarded in our history as not only the most valuable thing in itself but also indispensable for healthy socio-economic development of a country or even the world, the glory of Thammasat University could not be over-exaggerated. I feel very honored, therefore, to be here to address to you all on the Japanese economy now and in a foreseeable future. 

　Being a student of economics for almost 40 years, I know that economics is very difficult to use in the real world rather than to learn its theories. I have observed Japan through various viewpoints in my past career. Today, I would like to introduce my personal view on Japanese economic development and problems, not like the same strict ways of economic literatures of the IMF or the World Bank but in more free style. I wish it will be somewhat referential to you.

1.  Challenging Days for the IMF

　Someone jokingly said that it was the IMF equipped with best economists that has to learned most by the recent East Asian economic crisis. In fact, the IMF (Fund) continued to revise its targets or estimates of the economic growth rates and inflation rates of those most seriously affected Asian economies and changed the diagnosis for them in the past two years, particularly in use of fiscal policy. There is no exception on the diagnosis and forecast by the Fund on Japanese economy. Back to three years ago, the IMF urged Japanese government to crush sick banks relentlessly to make its financial market really competitive and also demanded more deregulation policies to pursue a “small government” rather than making a big fiscal package. The IMF later reluctantly admitted that financial stability by injection of fiscal money to the banking system and large scale of fiscal spending were more essential to stabilize the economy for some more time. “ Don’t stop it,” has been a new suggestion by the IMF since last year. 

2.  How will be Japanese and the U.S. Economy from Now?

  Economies of most of East Asian countries began to recover a bit earlier than Japan, in 1998. It does not imply, however, that microeconomic recovery in the region is going quite smoothly. In fact, there exist abnormally high rate of non-performing loans (NPLs) for banks and huge amount of corporate debts in Thailand and other regional countries. There are also concerns on uncertainty of the external factors: how the U.S. and Japanese economy will be in coming years. The IMF contends in its recent issue (September) of the World Economic Outlook that “ it is also clear that to forestall a build-up of domestic inflationary pressures and to contain the external current account deficit, the rate of growth of the United States will need to slow,” adding that “if growth were to weaken in the United States without offsets in Japan and Europe, there would also be reason for concern about the sustainability of the recoveries underway in the Asian economies recently in crisis, ---.“
3.  Fragile Recovery of Japanese Economy 
  Like most of other East Asian economies, Japanese economy began to recover. The second straight quarter of expansion, on an annual rate of  0.9%
 and other indicators
 have strengthened the argument of optimists who say that Japan weathered the worst of its recession ( See Table 1). The rate of 0.9% for this year exceeds the target rate of 0.5% of Japanese government. The IMF released a pessimistic forecast in last May on Japanese economic growth rates of this year as –1.4% and next year as 0.3% respectively. The IMF rushed to revise the figures in September to +1% for this year and 1.5% for next year. This recovery was achieved by three factors: first, the drastic fiscal and monetary policies to boost economic activities in the past two years in particular. Second, improved confidence of the public on the financial system by injection of huge amount of money in the banking system and subsequent banks’ restructuring. Third: majority of firms have pursued more or less market-oriented restructuring in various fields. All are toward the right direction. It has resulted in a surge of stock prices of Japan, mainly by huge investments by foreigners in the same manner as in other East Asian stock markets. The Nikkei index rose to nearing to \18,000 from the level of a bit less than \14,000 in the last nine months (more than 50% on an annualized rate. See Table 2).   
3. Misgivings on Japanese Economy 

  However, many apprehensions haunt here and there. The future picture of Japanese economy is still hazy. Effect of the fiscal and monetary policies have so far been very limited. First, private consumption is generally weak except for personal computers and its peripherals. The fact why household confidence is still fragile is largely due to falling incomes and fear of job losses. Second, corporate equipment investment level is further dipping to a historical low (housing is one important exception, though). Third, there is a fear widely on the snowballing government debt stock; surely it reached the worst level among major OECD countries, which will need to raise taxes in the long run. Fourth, yen’s exchange rate has appreciated abruptly from around \125 per U.S. dollar to around \105 in a couple of months. Exporters have a hard time how to deal with this situation while they have to restructure their businesses due to severe recession? What if the export will fall under fragile recovery.

  The situation is as such, but there is a strong pressure from outside (“Gaiatsu”) that Japan should not be in recession any more at the cost of the U.S. and Europe. In fact, many international economists on top the U.S government, the IMF and OECD are so demanding. Paul Krugman, for instance, illustrates a diagnosis that Japan should pursue a 3-4% inflation target for 5another five years to revive its economy
. Should the Bank of Japan (BOJ) follow his “advice”? Theoretically this monetarist remedy seems to be correct. Some assert, however, that this policy will bash the economically weak. Some consider that the policy may distort and prolong the restructuring process of industries and firms. The biggest problem is whether it is technically possible.

  On September 21, Mr. Hayanmi, Governor of the BOJ refused even to ease monetary policy further, not to mention referring an inflation target. He contented that there is no room for BOJ to increase money supply technically given the current interest rate of virtually zero. Foreign exchange market responded very negatively in the following days. It means that the remark gave a bad surprise to the market, even though the governor’s remark were to be correct. The BOJ was suddenly thrown into somewhat political controversy how the central bank should be under a new central bank law where its independence is completely assured. Afterwards, the governor made announcements to approve further easing monetary market
 Naturally, however, the head of the BOJ has no idea to adopt Krugman’s idea.

 Apart from such very current topics which have invited much attention of the people in the world, I would like to talk on the “structural problem” which has prolonged the recession in Japan.

4. Why PM Hashimoto Failed in Macro-economic Management?

  Let me begin with a story why the IMF made a mistake in analyzing the economic situation of Japan some three years ago to draw a wrong recommendation. One sure thing was that the Japanese situation had been so entangled by then, which tended to drive economic analysts to a wrong direction. 

  Everyone admired the economic performance of Japan until sometime in the early 1990s. Then, the assessment on Japan reversed all of a sudden and, instead, the United States whose economic performance had been strongly criticized emerged as a good student. It was often said by the mid-1990s mainly by western media and economists that the economic fundamentals of Japan were still good and that the only problem stemmed from “indecisiveness” of political leaders, represented by a phrase “too small, too slow, without principle”. 

  However, was the problem so simple as it looked?  On this issue, I may belong to a minority; most of Japanese intellectuals may share the above remark, often quoted also by Japanese mass media. My point is the it was an unconscious neglect of the strong and embodied deflationary impact on Japanese economy due to the precipitous fall of stock prices and land prices that had deteriorated the situation. And this is the very reason why the indecisive actions had been admitted although I do not wish to neglect negative impact of the policy change by the PM Hashimoto in 1996-97.
 I believe he was confident that Japanese economy had recovered well and could walk without medicine. His conviction, as I guess, originated from various economic indicators on flow basis which looked bright. Like many experts, by mid-1997, I guess he lacked a recognition on the hidden magma (such as deteriorating situation of the NPLs) created by the collapse of the bubble economy. Otherwise, one of the most active Japanese PM in the post WWII would have behaved differently. The IMF and many economists made the similar mistake. The Japan’s economic growth rate in 1996 reached to 3.5%, the highest in OECD countries. So it may be natural that many economists and international agencies, though not with  strong voices, endorsed PM Hashimoto’s initiative to embark on fiscal restructuring by raising the rate of VAT by 2%, stopping income tax deduction since FY1997 and neutralized the budget scale in the following fiscal year.  He also called for deregulation or administrative reform toward a small government. Soon afterwards, however, criticism on him got popularity when a deflationary trend became visible. The GDP growth rate dropped to 1.4 % in 1997, and further down to –2.8% in 1998 which was the Japan’s worst achievement in the past five decades. 

  What I want to stress here is that there were more profound facts than those observed by many people. Let me tell briefly the background story of the boom and bust, causing a deflationary magma which erupted again in 1997 and 98. 

5. Why the Bubble Economy Aroused in Japan?

   No one will deny at present that Japanese economy was in a serious “bubble” in the latter part of the 1980s. But it was not necessary the case 10 years ago. Many, be they businessmen, government officials, central bankers, or well-trained economists, would not accept the phenomenon as bubble. They tended to state “Just look! Prices of CPI as well as WPI have nor risen. Where is the problem? Sharp rise of stock and land prices merely represent, demand and supply of the market. Now Japan’s productivity came up to the best of the world and no wonder that stock and real prices rose quickly.” Currently, however, we take it granted to recognize the emergence of the  bubble economy as “manmade”. In other words, if we had been cleverer, we could have avoided the situation before or even after the bubble economy collapsed. The Japanese obviously had strong confidence on its socio-economic system then. Indeed, a series of miraculous phenomena continued for some. Japanese firms time, to our amaze, began to conquer the incredibly high yen-daka appeared soon after the Plaza Accord. Yen-rate vis-a-vis one U.S. Dollar went up from \285 to \135 in two years and half. Japan’s GDP almost doubled in U.S. dollar terms. The government and the BOJ continued to ease monetary policy to mitigate the recession. Few foreigners including the IMF warned Japan was directed to economic crisis. Superficially, there was no inflation but deflation. CPI maintained to be the lowest, less than 1% in 1986-88, only increased to 3.1% in 1990, when the bubble collapsed. WPI fell to negative in 1986 to 88 and increased to 2.1% in 1990. Since then, Japanese firms embarked on huge foreign direct investment (FDI) to Asia. Over time, the trade pattern between Japan and ASEAN-4 became horizontal from the vertical one with more imports of industrial products bound for Japan.

  The problem was then the sharp hike of stock and land prices, fueled by easing monetary policy and active fiscal policy. Economists said that high prices of stocks would be eventually reflected in CPI and WPI. Meanwhile, most of large manufacturers continued to make equipment investment aggressively by easy and cheap financing under the name of “rationalization” of productive facilities. The expansion of their production capacity at that time created excessive capacity, which lasts until now, even compared with potential demand. SMEs and construction companies instead tended to make aggressive investment in real estates for which banks and non-banks provided enough funds easily with those real estates as collateral.

６．Bust after Boom

   Japan’s stock prices represented as Nikkei Average ( here, yearly average), which was around \12,600 in 1985, soared to \34,000, all-time high, in 1989. Miracles ended in the year. In three years, it dropped to \18,100. As a result, total market value of all stock exchanges in Japan reduced from\630 trillion in 1989 to less than \400trillion in 1992. Land prices followed the same orbit. During the three years, total market value (or estimated aggregated amount) of land in Japan fell by \200trillion. Total loss of around \430trillion in stock and real estates was equivalent to more than 90% of the nominal GDP in 1992, 

   Overbanking has long been a feature of Japan’s financial system. Since Japanese firms, with exceptions of excellent companies, have borrowed much from banks with real estates and stocks as collateral, such big loss in stock naturally could not but give destructive influence on the banking system as well as corporate debtors. The authorities and concerned parties, however, forwarded the problem indefinitely, believing that the situation would be normalized sooner or later. Their “growing-out strategy”, if we can call it so, proved to be unsuccessful as the time passed. For the deflationary impact was so severe that drastic fiscal measures and easing monetary policies could not revive Japanese economy. Few borrow money even when the interest rate was down to virtually zero. Tranquility lasted for some time, leaving the debt bomb untouched. The economy had been trapped by deflationary spiral, which has caused a vicious circle.  

  What has made the situation worse is that land prices in large cities continue to drop sizably in nine consecutive years since 1990. Thus, estimated total value of \1,200trillion in stock and real estates disappeared in the past decade. It is equivalent to 2.4 fold of the current GDP.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      

  The net fiscal balance of the central government reached to negative 3-4 % order of GDP in 1995-97. Higher level of fiscal measures were budgeted since 1998 under new PM Obuchi, The figure is estimated to be more than - 7% of GDP in this fiscal year and next fiscal year. The measure seems to be effective in raising GDP. However, we should not forget that aggressive fiscal expenditures has not yet ignited active response of the private sector and that it resulted in the gross debt of the government nearing to 120-130% of its GDP. The level is worse than any other major developed nations, the similar level with that of Italy in the worst time, in 1995-6. The cost of the policy mistake causing the bubble in the 1980s proves to be incredibly expensive.

  There may be a question why Japanese economy could avoid entering a depression of 1929-type under such a severe deflationary pressure. It was mainly due to two reasons. One. The good economic performance backed up high savings and investment since the 1950s, thereby enriching the assets of the private sector, both individuals and private firms. Two. High level of current account surplus of around 3% of GDP ( See Table 4 ) and ample foreign reserves. All of these have enabled Japanese authorities to effectively protect from the currency speculation amid the open capital market system.

７　Why Japan’s Recession Prolonged ?   

   Let’s look back to recall what was the core point causing a vicious circle. It was nothing but a neglect (or, a benign neglect) of the serious magma, having been created by the collapse of bubble economy. Amount of the banks’ NPLs (non-performing loans) having been reported by the authorities at the early 1990s was less than \10trillion then. It proved to be underestimates. But, anyway, the amount was not that big at that point. We could have solved far more easily if we had been cleverer. Over time, people recognized that total NPLs increased to some folds of the original figures, reportedly to reach \80-100 trillion. That means that whole banking system has been seriously sick. What measures should have been taken? To strengthen the banking system by all means. 

   Additional reason for a delay of the solution mainly stemmed from a political opposition to take such measures. General public hated to stabilize banking system by injecting fiscal money, namely, their taxes. We observed the same phenomenon in Thailand and Korea. Congressmen like most of the mass media tended to assert that the top management of the problematic banks (most of the commercial banks) should quit or pay up losses by their own money as a kind of compensation to acquire fiscal money. The banks’ executives generally benignly neglected those criticisms. Instead, they reduced credits to their clients to improve their own balance sheets. This response invited a vicious circle, though. Namely, more collapses of firms and more bad loans. The authorities repeated that no banks shall be bankrupt. Some financial institutions failed to survive, however, when depositors rushed to withdraw their money by rumors. Collapses of Sanyo Securities, Hokkaido-Takushoku Bank and Yamaichi Securities gave strong shocks to the public and made them consider what would happen if the vicious circle continued. Eventually, the Long-term Credit Bank was temporarily nationalized. People became very nervous and gradually calmed down. The sense of crisis culminated in the summer of 1998 until the opposition parties eventually agreed to new bills enabling the government to inject abundant fiscal money to ailing banks. Thus, as a new rule was set up how to deal with sick banks and the government was legally authorized to inject \60trillion to the banking system to revive, general confidence was gradually regained to the banking system.   

8. What is Happening Now?

  Injection of the fiscal money is naturally subject to restructuring of the banks concerned, and Agency for Supervisory Control for financial institutions have given a strong warning if the effort of an institution was deemed as insufficient in a certain period. 

  The financial Big Bang began since 1997, which was aimed at establishing the most competitive Tokyo capital market in the long run. Thus, we can safely say that overly protected financial system does no longer exist. Cut -throat competition among different type of financial institution has started and will expand in some years. It is sure that foreign financial institutions with higher managerial resources will play a bigger role. Mergers and alliances have become very popular also between or among Japanese financial institutions. The recent announcement of a merger of three big banks, namely, Daiichi-Kangyo Bank, Industrial Bank of Japan and Fuji Bank and another two banks, namely, Sakura Bank and Sumitomo Bank were just examples. The LTCB, having been virtually nationalized, was also recently decided to be sold to an American financial group. It is expected that these changes and on-going institutional reform will make Japanese banking system more competitive and more stable.   

Concluding Remarks:

  We have observed that the past success of the Japanese economy invited a heavy recession in the latter half of the 1980s under the globalized settings. General public and authorities of Japan strongly believed in the conventional economic system including financial system until very recently. And the overconfidence in the system created the bubble economy, and the wrong diagnosis through the negligence of the serious financial impact of its collapse and the populist movement, which have paralyzed Japanese economy for almost a decade.

  We can draw two lessons from the experience. 

One. We need the confidence of the general public on its financial system. It stands on their trust in the system. So, once it was lost, a national economy may well collapse all of a sudden. How to secure this has been widely informed by experts including the IMF and the World Bank: more disclosure, transparency, enough capital, good corporate governance, high level of technology for risk management, appropriate surveillance, etc.

  Two. It is no less important to devise out dynamic measures toward the future how revitalize its total system, while avoiding to reentering a bubble economy. For that we should be far more careful about international capital movement and domestic prices of stocks and real estate on top of that of other economic indicators including WPI and CPI. In this context, conventional Japanese lending system on collateral and mortgage should be carefully reexamined. Financial experts tend to recommend new lending on the international standard, namely lending in use of liquid assets as much as possible as collateral, and lending on cash-flow for projects ( called as “Private Financial Initiative” or PFI).  For your reference, the PFI was legalized just recently in Japan. But those are a novelty in Japan and is not expected to be very popular for at least another ten years, given the socio-cultural background. It will be particularly so in case of financing SMEs. We should not forget that an introduction of Mark-to-Market accounting standard at Japanese firms, effective on FY2001 and consolidation of balance sheets due from FY1999 may give a revolutionary impact on the corporate and banking behavior. Thus, there are pros and cons in the current Japanese socio-economy but surely it is changing rather quickly. 

  Will the two lessons above be enough? No. The healthy financial system and people’s confidence in it is a necessary condition for healthy economic development of a country. But it is not a sufficient condition. 

  While there exists broadly excessive production capacity, for instance, not much corporate investments are expected to be made in the near future. Should we sleep for another three years, then? No. Some say we should invite more foreign capital. That’s correct. Until local firms begin to invest at home sizably, however, why do foreign firms invest actively? Thus, improvement of investment climates at home are imperative, lowering social infrastructure costs in particular.

  And if entrepreneurship is generally weak in the Japanese society---and actually it is, how can we establish venture businesses which will absorb many jobs? It is related also to the investment climates and education.

  So most probably, what we should do now is (one) to depend much on fiscal policy for some more time before tackling the fiscal restructuring, and (two) to devise well-balanced combination of good macroeconomic management for financial stability and micro-economic policy on industry, including good educational system to nurture high-level technical experts and preparing efficient social infrastructure. 

Table1
Japan's GDP




Trilion yen
Trilion yen
Growth rate


　(nominal)
    (real)
     (%)

1986
335.5
352.9
4.7

1987
349.8
367.6
4.3

1988
374
390.3
6.9

1989
400
409.2
7

1990
430
430
7.5

1991
458.3
446.3
6.6

1992
471
450.9
2.8

1993
475.4
452.3
0.9

1994
479.3
455.2
0.8

1995
483.2
461.9
0.8

1996
500.3
485.2
3.5

1997
507.9
492.1
1.5

1998
495.2
478.3
-2.5

1-6,1999


0.9

Table 2  Stock Prices and Market Value of All Stock Exchange in Japan







Year
Nikkei Ave.(\)
Market Value      (Billion yen)

1985
12,566
19,622

1986
16,492
29,303

1987
23,248
34,560

1988
27,039
48,807

1989
34,059
63,012

1990
20,437
39,359

1991
24,296
39,199

1992
18,109
29,928

1993
19,100
33,552

1994
19,936
37,102

1995
17,330
37,830

1996
21,088
35,854

1997
18,398
28,823

1998
15,356
28,152

Dec-98
14,296
28,152

  July 1999
17,984
39,312

13Ocober99　　　　　　 18,062                     

Table 3      
Selected Countries: General Government Fiscal Balances and Debt










    (percentage of GDP)


















1982-92
1995
1996
1997
1998
1999
2000
2004

United States









   Actual Balance
-2.9
-1.9
-0.9
0.4
1.3
1.6
2
2.3

   Output gap
-1.7
-3.2
-2.5
-1.3
-0.1
0.9
0.8
0.4

   Net debt
39.3
54.5
54.1
51.4
48.4
45
41.5
27.6

   Gross Debt
53.5
67.9
67.9
65.9
62.1
57.7
53.2
35.4











Japan









   Actual Balance
-0.3
-3.6
-4.2
-3.4
-5.3
-7.3
-7.1
-1.4

   Output gap
0.2
-1.9
1.1
0.4
-4.1
-4.2
-3.7
1.1

   Net debt
18.4
13
16.4
19.5
30.5
37.6
44.3
52.2

   Gross Debt
68
89.7
94.4
101.1
117.9
127.8
137.2
149.9











Germany









   Actual Balance
-2.1
-3.2
-3.4
-2.6
-2
-1.9
-1.1
-0.3

Out gap
-1.3
-0.3
-1.6
-1.9
-1.8
-2.4
-2
0

   Net debt
22
49.4
52.1
52.8
52.4
51.9
50.9
44.6

   Gross Debt
41.3
58.3
60.8
61.3
61.1
60.6
59.6
53.3











France









   Actual Balance
-2.4
-5.9
-5.5
-4.1
-2.7
-2.4
-2.8
0.1

   Output gap
0.3
-3.8
-2.7
-3.3
-2.2
-2.1
-1.4
0

   Net debt
19.4
34.4
43.6
46.3
48.4
48.9
48.9
45.7

   Gross Debt
31.5
45.2
52.5
53.4
58.2
58.7
58.5
55.4

 









Italy









  Actual Balance
-10.9
-7.7
-7
-2.8
-2.7
-2.4
-1.6
-0.1

  Output gap
0.3
-1.1
-2
-2.3
-2.8
-3.4
-2.8
0.1

  Net Debt
77.4
116.6
116
113.8
112.4
109.6
104.3
89.2

  Gross Debt
84.7
123.2
123.2
120.1
118.7
115.7
110.2
94.2











           (Sources) IMF, World Economic Outlook, 22 September.1999. 










Table4  Current Account Positions


         (percent of GDP)










.
1997

-1.8

2.2

-0.1

2.8

2.8

0.8

-1.6
1998
1999
2000

United States

-2.6
-3.5
-3.5

Japan

3.2
3.4
3.1

Germany

-0.2
0
0.2

France

2.8
2.6
2.8

Italy

1.7
1.5
1.7

United Kingdom

0.2
-1.3
-1.6

Canada

-1.8
-1
-0.9

      (Sources) IMF, World Economic Outlook,

       September 22,1999
* Former Executive Director chairing The Research Institute for International Investment and Development, The Export-Import Bank of Japan (merged with OECF, renamed as Japan Bank for International Cooperation as of October 1, 1999). Currently, Visiting Research Fellow, Japan Center for Economic Research; Special Advisor for Asia, A.T.Kearney; Lecturer at Chiba Institute of Technology (on PFI).   
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� Compare the estimated Japanese growth rate of 0.9% in 1999 with those of Korea and Thailand, for instance. The latter are estimated to be around 8% and around 4%.


� Such as recent TANKAN (Short-term Review) of The Bank of Japan and Business Trend Index of Economic Planning Agency has shown an economic recovery.


�  Adam S..Posen, Institute of International Economy (IIE), has asserted the same measure. See Adam S. Posen, “Japan Needs an Inflation Target,” The Asian Wall Street Journal, July 30, 1998.


�  The BOJ law prohibits its direct purchase of newly issued national bonds.


�  He announced on October 13, for instance, that the BOJ would try to ease the market further by buying up short-term national bonds without a repurchase clause ( Before then, the BOJ formerly lends money to commercial banks indefinitely with bonds as collateral. So logically the latter have to repurchase bonds even before due date if the BOJ requests.)


�  Hirohiko Okumura, On the Current Japanese Economy: Emergence of “Bubble Economy,” Toyo Keizai Shimposha, 1999. ( In Japanese). 
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