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l・ADecadeofAdjustmentandLowGrowth

InJapan・lasttenyearswereapehodofadjustmentandlowgrowth．Sinceanassetbubble

burstatthebeginnlngOfthe1990S・landandstockphcescontinuedtodeclineanddidnotshow

anyClearsignsofrecovery（Chartsland2）・Duringthedecade，eCOnOmicgrowthwas

generallyminimal，Withacyclicaluptuminthemiddleoftheperiod（Chart3）．

Therewerethreefactorsthatledtotheextremelylow・economicgrowth・Firstly，balancesheet

ad匝Stmentsbybanks・nOn－nnanCialcoporations，andhouseholdsweredelayed．Thedecline

inpncesofstocksandlandreduce。theirvalueonthebalancesheets，Whilethebookvalueof

liab撮iesdidnotchange・Salesofassetstoreduceliabilitiesweredelayed，hopingfbranasset

PrlCereCOVery・However，aSSetprlCeSCOntinuedtodeclinebeyondanyone・sexpectations．

This，COuPledwithstagnanteconomicconditions・forcedbankstomakecontinuousandlarge－

SCalewhte－。fiSofbadloans・Sincemostbankloansusedlandascollateral．

Secondly言ikeinanyothercountries・globalizationoftheeconomyandtheIT（information

technology）revQlution put pressure o‥heeconomicsmCture tO Change．However，

deregulationwasnotcomprehensiveenough，ofacilitatethechanges・Importantareasof

deでegulationincludennance・telecommunications，distribution，andmelabormarkeL Certain

SignificantchangeShaveonlyrecenllyoccurredintheseareas．

Thirdly・aSySmbuiltonthepremiseofhigheconomicgrowthwassu函tochangewhenthe

eCOnOmyreaChedamaluredstage剛owmgtheendoftheprocessofcatchingupwithfronト

runnerSandthecountryenteredanagedsociety・Reformsomesocialsecurltysystemandthe

fiscalstructurewerenotSu耽読ndycomprehensivetowIPeOutCOnCemOrunCertaintyabout

thefuture，leadingtodeEensiveattitudesofconsumers．

Thee舶mtowhichbahncesheetadjus，mentshaveprogressedmaybeseenfrombanks・



balancesheets・Majorcommercialbanks（citybanks・long－termCreditbanks，andmStbanks）

WhoseshareintotaIbanklendingwasabout60percentdisposedofnon－Performlngloanby袴O

thllion，Whichwas16percentoftheirloans・inthelasteightyears・AsoftheendofMarchthis

year・theystillhadloansunderspecialriskreviewamountlngtO￥18trillionor5・8percentof

theirloans（Chart4）・（Duhngtheperiod言heahountofdisposalbyallbanksofn。n＿

PertOrmlngloanstotaled￥83thllion・WhichwasequlValentto16－17percentofloansorof

annualvalueofgrossdomesticproducts，Whiletheamountoutstandingofloansunderspecial

riskreviewwasstillaslargeas￥29trillionor5・8percentoでloansoutstandingasofend－

March・）ItWilltakeafewmoでeyearsforbankstocleanuptheirbalancesheets，althougha

Criticalsituationhasalreadybeenbehindus・Some20maJOrCOmmerCialbanksappeartobein

aprocesstomergeint040r5groups・Withthreeofthemhavingfailed・

Non－financialcorporationshavealsocarhedoutbalancesheeta叫StmentS，andhavethedto

COPeWithrapidprogressininrdmationandcommunicationstechnologyandtotakeadvantage

Ofoppomnitiescreatedbyderegulation・Sincearound1995，ccrPOrationshavebeensaidtobe

dividedintowinnersandlosersinthestockmarket・Winnersarecorporationsthatare

SuCCeSS餌in a叫stlng themselves to a new environment・It appears that corporate

resmCturlnghasrecentlvacceleratedandprogressed，reneCtedinanincreaseinmergerand

acquisiiiondeals（Chart5），anincreaseinioreigners・investmentinJapaneseequities（Chart6），

andanincreaseinforeigners，inwarddirectinvesment（Chart7）．

2・RecentDeYelopments

Sincearoundspmglastyear・theeconomyhasstarted一〇reCOVerSlowly・Atnrs再roduction

Startedtorecover（Chart8），helpedbyanincreaseinpublicinvestmentandconsumption，the

lalterofwhichwass血ulatedbynXreductions・Theincreaseinproductionandcorporate

effortstOreducepersonnelexpenseshavehelpedcorporatepro鉦stoincrease（Chart9），

COntribu血gtoanimprovementinbusinesssentiment（ChartlO）andinturntoarecoveryof

businessfixedinvestment（Chartll）．

PrivateconsumptlOnhasnotyetrecovereddespite－heimprovementofthecorporateSeCtOr・It

WilltakealittkmoretimebeforeconsumptlCnfuuvrecovers，Sinceanimportanrhctorbehind

therecoveryofcorporatepro鉦shasbeenareductionofemploymen－andwages（Charts12and

13）・AslongasarecoveryoEthecorpora～esectorcontinues，itmaybeamatterOrtimebefore

arecoveryofconsumpt10n血Oughanimprovementinwageincome∴andemploymentis

Observed・givenarecentimprovementinconsumersentiment（Chart14）・Bu同maytake
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SOmetimebeforeifisactuallyobserved・Sinceemployees，compensationislikelvtobefurther

curtailed．

Hence・the current∴ecovery processislikely to remain slow・Support from鯖scaland

monetarypolicieswillbelimited・Thenscalbalancehasdetehoratedsubstantiallyasaresult

Ofaseriesofeconomicstimulusmeasuresinthepast（Chart15）・Withregardtomonetary

POlicy・mOneymarketrateshaveremainedataroundzero（Chart16）．Evenwithoutfurthe，

POlicysupport・however・meeconomyappearstobeabletocontinueaslowbutself－SuStained

recoveryprocess（Charts17・18，and19，regardingeconomicgrowth，prices，andexchangerates，

respectively）・
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