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Conditions for  Sustainable Growth 

1 Political stability and Macroeconomic Stability        
Sound monetaryfiscal policy and exchange rate

2 Support equitable growth, Income equality
Housing Policy, Inheritance tax
Savings are kept in abroad 

3 Central–Local government relations and
Fiscal sustainability. Local government bond 

4 Promote competitiveness and innovation 
Financing for venture business and SMEs
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5 Protect the environment  
and stable energy supply

6 Develop financial market         

Financial Inclusion, financial regulation and
financial education  (Access to finance)

7 Education and Healthcare    public school

8 Enhance seamless connectivity
Infrastructure investment, free trade

9 Improve governance issues, transparency



Characteristics of 

Asian Financial Market

1, Bank-dominated financial system

2, small share of bond markets

Needs for long term financing 

3, Lack of long term investors such as 

pension funds and insurance companies

4, High percentage of SME

5, Large share or Micro Credit (Finance 

companies), Lack of venture capital
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Bubble Indicators,         Interest Rate 

(USA)          Monetary Policy
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「Bank Credit / GDP」Ratio
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Japanese Housing Price/National Income
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US Housing Price/Income



Micro behavior of bank  

and aggregated macro effect
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Japan’s Bubble (1986 – 1990)

U.S. Bubble        (2002 – 2006)

Japan’s post bubble (1991 – 2001) 

U.S. post bubble (2007 – 2010)

Individual

bank loan

Aggregated

bank loans
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1 Exchange Rate in Asian Region
Dollar Peg  Imbalance in Current Account 

Stability of Employment

Central Bank Private banks

----------------------- -----―――――――

US $ RMB Reserves    Deposits

Euro Loans

2, Bubble 

Bank loans to real estate and housing
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Chinese Exchange Rate 
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Quantitative analysis (cont.)

17

 Cumulative losses : T0=0, T1=18, & T2=18



Motivation (cont.)

18
Sources: IMF IFS.



Transition Policies
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Quantitative analysis (cont.)

20

(1) Malaysia 

(2) Singapore 

Policy (1) Policy (2) Policy (3) Policy (4) Policy (5) Policy (6)

Stable regime Dollar peg Basket peg Basket peg Basket peg Floating Floating

Adjustment - Gradual Sudden Sudden Sudden Sudden

Basket weight 1.00 0.67 0.9 0.85 - -

Cumulative loss (%) 45.60 45.56 45.64 45.61 60.51 64.18

Sources: Authors’ calculations

Sources: Authors’ calculations

Policy (1) Policy (2) Policy (3) Policy (4) Policy (5) Policy (6)

Stable regime Dollar peg Basket peg Basket peg Basket peg Floating Floating

Adjustment - Gradual Sudden Sudden Sudden Sudden

Basket weight 1.00 0.40 0.54 0.45 - -

Cumulative loss (%) 17.51 17.35 17.46 17.46 24.31 25.93





PRC  SME Share
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Item 2007 2008 2009 2010 2011* 2012*

Number of SMEs

SMEs (number)
333,858 422,925 431,110 449,130 316,498 334,321 

SMEs to total (%) 99.1 99.3 99.3 99.2 97.2 97.3 

Item 2007 2008 2009 2010 2011* 2012*

Number of SMEs

SMEs (number) 333,85

8 
422,925 

431,11

0 
449,130 

316,49

8 

334,32

1 

SMEs to total (%) 99.1 99.3 99.3 99.2 97.2 97.3 

Employment by SMEs

SME employees (’000) 60,521 68,671 67,877 72,369 59,357 ... 

SMEs to total (%) 76.8 77.7 76.9 75.8 64.7 ... 

SME Exports

SME exports (CNY billion) 4,303 4,773 4,152 4,919 4,142 4,423  

SMEs to total exports (%) 58.6 57.9 57.6 54.7 41.6 41.5
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...  

SMEs to total (%)  76.8   77.7   76.9   75.8   64.7   ...  

SME Exports       

SME exports (CNY billion)  4,303   4,773   4,152   4,919   4,142  4,423   

SMEs to total exports (%)  58.6   57.9   57.6   54.7   41.6  
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Borrower, Lender and Market
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Borrower
SMEs

Individuals

Lender
Banks

MicroCredit

Market

Information Asymmetry

Especially SME market



SMEs
(14.4million

data)

Defaults

(1.7million

data)

Financial 

Institutions

200
Regional Banks

Credit Associations

Credit Cooperatives

Government Banks

Central Bank

Credit Guarantee

Corporations
(Collect Data of SMEs)

52 

1, Government Support

2, Reliability

3, Security of Information

CRD

SME Data base (CRD Data base)
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Note: Ebit denotes Earnings Before Interest and Taxes

• 1363 SMEs of one Asian bank examined

• 11 most significant ratios(variables) selected



Note: Extraction Method: Principal Component Analysis.

When components are correlated, sums of squared loadings cannot be added to obtain a total variance.
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Principle Component Analysis (PCA)
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4 Significant Components

Components Correlation Matrix



Credit Rating of SMEs 

by Use of Asian Data

(i) Sales  

(ii) Assets 

(iii) Liquidity (Cash)

(iv) Total Debt
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Note: Number of bankrupted firms in this plot was 707 and number of healthy firms was 657, totally 1364. 128 firms 

out of 1492 firms of our survey omitted in developing this plot because they were so much out-layered graphically.
29
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Home town 

Investment Trust 

Funds

A Stable Way to 

Supply Risk 

Capital
(i.e. knowledge 

base companies)

Naoyuki YOSHINO

Sahoko KAJI 32



Examples of Trust Funds

by Internet in Japan; E-fund

1, Solar Power Panel

2, Japanese Sake (=Japanese 

wine) producers’ fund

3, Forest trust fund 

4, Music trust fund

5, Wind Power Generator

6, Green Finance



Donation and Investment to 

community
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Agricultural Funds

Beans and Wine 

Dec 11 2013 , Tehran – I.R. of 

IRAN
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Bank based SME financing and 

Regional financing to Riskier Borrowers
1, Bank Loans to relatively safer borrower

2, Hometown Investment Trust Funds/ 

E-Finance, E-Fund
Banking

Account

Hometown 

Trust 

Funds

Riskier
Borrowers

Investors

Depositors

Safer

SMEs

Banking

Account



Gross Debt/GDP ratio, 2012

Japan, USA, EU

38Source: CIA Fact Book
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Population Trends in Japan
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Trends of Households’ Savings Ratio and 

Government debt/Households’ financial 

assets

41Source: MOF



Japanese Debt, 92% are held by 

Domestic Investors

HOLDERS %

Banks and Postal Savings 45%

Life and Non-life Insurances 20%

Public Pension funds 10%

Private Pension Funds 4%

Central Bank of Japan 8%

Overseas’ Investors 8%

Households 5%

Others 3%
42

Source: MOF



Greece, 80% of their debts are 

held by overseas’ Investors 

(2011)HOLDERS ％

Eurozone 15%

ECB 15%

IMF 6%

Greek banks & non-banks 23%

Other European Banks 10%

Non European Banks 8%

Non-Greek non-Banks 23%

Source：Financial Times
43
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Japanese Government Bond Yields 



Japan’s Supply and Demand for 

Bonds
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Government  long-term bond yield 

(Eurozone)
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Greece Supply and Demand 

for Government bonds


