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Introduction 

Japan has the third largest economy in the world after the United States and China.1  
Japan’s economy has experienced rapid growth and undergone changes in structure 
since the mid-19th century when the Meiji government opened the country to trade and 
:HVWHUQ�LQÁXHQFH�IRU�WKH�ÀUVW�WLPH���7KH�-DSDQHVH�HFRQRP\�DOVR�H[SHULHQFHG�´Baburu 
Keizai” which started from 1989 until 1992 because of the monetary policy mistake of 
the Japanese involvement in the Plaza Accord2  and also due to the low interest rate set 
by the Bank of Japan (BOJ). After the Baburu Keizai occured, Japan entered into the 
´Lost Decade” period which started from 1992 to 2001, representing Japan’s prolonged 
HFRQRPLF�GRZQWXUQ���-DSDQ·V�HFRQRPLF�JURZWK�VORZHG�VLJQLÀFDQWO\�LQ�WKH�����V�GXULQJ�
WKH�´Lost Decade”, caused by the effects of Japanese asset price bubble3 and national 
policies which removed excess investment from the stock and real estate market. 

Methodology

7KLV�VWXG\�XVHG�TXDOLWDWLYH�UHVHDUFK�PHWKRGV�EDVHG�RQ�SULPDU\�DQG�VHFRQGDU\�GDWD��
In terms of secondary data, various materials were obtained from local libraries or 
Japanese libraries such as University of Malaya library, East Asian Library, Library 
,QVWLWXWH�RI�'HYHORSLQJ�&RXQWULHV��-DSDQ�([WHUQDO�7UDGH�2UJDQL]DWLRQ��,'(�-(752���
.RPDED�/LEUDU\�� WKH�1DWLRQDO�'LHW� /LEUDU\� �7RN\R�0DLQ�/LEUDU\���8QLYHUVLW\� RI�
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1 International Monetary Fund, World Economic Outlook Database, October 2010: Nominal GDP List of 
Countries, Washington: International Monetary Fund, 2010.
2 Plaza Accord�ZDV�DQ�DJUHHPHQW�WKDW�EHQHÀWWHG�WKH�8QLWHG�6WDWHV��7KH�ÀQDQFH�PLQLVWHUV�DQG�FHQWUDO�
bank presidents of four countries were involved in this agreement namely Japan, France, West 
*HUPDQ\��(QJODQG�DQG�WKH�8QLWHG�6WDWHV��7KH�LQYROYHPHQW�RI�WKHVH�ÀYH�FRXQWULHV�LQ�WKH�Plaza Accord 
LQ�3OD]D�+RWHO��1HZ�<RUN�ZDV�WR�ZRUN�WRJHWKHU�WR�ZHDNHQ�WKH�GROODU�H[FKDQJH�UDWH�YROXQWDULO\��7KXV��
WKH�REMHFWLYH�RI�WKLV�DJUHHPHQW�ZDV�WR�DVVLVW�WKH�8QLWHG�6WDWHV�WR�LPSURYH�LWV�WUDGH�GHÀFLW��HVSHFLDOO\�
against Japan and also as a stimulant for the economy to remove United States from the 1980s long 
economic recession. Plaza Accord�ZDV�IXQFWLRQLQJ�ZHOO�LQ�WKH�HFRQRP\�DQG�UHGXFH�WKH�GHÀFLW�WUDGH��
7KH�GHSUHFLDWLRQ�RI�WKH�GROODU�ZDV�YHU\�JRRG�IRU�WKH�8QLWHV�6WDWHV�ZKLFK�UHPDLQV�WKH�PDLQ�FXUUHQF\�
used in foreign currencies trading and used in measuring the value of a country’s currency. However, 
IRU�WKH�RWKHU�IRXU�FRXQWULHV��WKHLU�FXUUHQFLHV�IHOO�PRUH�WKDQ�WKH�GHVLUHG�OHYHO��:LWK�WKLV��WKH�VDPH�ÀYH�
countries opted to cancel the Plaza Accord through the Louvre Accord in 1987 in Paris which saw the 
strengthening of  the dollar again. 
3 ɘɞɳᲟ≇  Japanese asset price bubble in Japan started from 1989 to 1992 through high property 
and stock prices.
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Per Capita Income and Expenses for J apan, 1965- 2006
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Figure 1 Income and Expenditure Japanese from 1965 to 2006

�6RXUFH��$QQXDO�5HSRUW�RQ�WKH�)DPLO\�,QFRPH�DQG�([SHQGLWXUH�6XUYH\������������0LQLVWU\�RI�,QWHUQDO������
Affairs   and Communications, Japan, 1965-2007.

the United Nations Organisation Library, Kodaira City Library and the Library for 
(FRQRPLF�5HVHDUFK�&HQWHU�-DSDQ��3ULPDU\�GDWD�ZDV�FROOHFWHG�WKURXJK�LQWHUYLHZV�ZLWK�
academics related to the study in japan and Malaysia. For example, this study obtained 
LQIRUPDWLRQ� �6DWRUX�.XPDJDL� DQG�.R]R�.XQLPXQH� IURP� ,'(�-(752�DQG�<DVXKLUR�
Maehara from Hitotsubashi University in Japan between 18 September 2009 to 30 
2FWREHU��������*RYHUQPHQW�GRFXPHQWV��ZHUH�XVHG�H[WHQVLYHO\�DV�UHÁHFWHG�E\�)LJXUH�
1. Figure 1 shows that Japanese income and household spending was affected during 
WKH�$VLDQ�HFRQRPLF�FULVLV�ZKLFK�EHJDQ�LQ������DQG�ODVWHG�WLOO��7KLV�LV�EHFDXVH�-DSDQ·V�
export sector was affected following the Asian economic crisis in which the problem of 
devaluation of the yen aggravated the country’s total imports from the Asian region, 
DV�VKRZQ�LQ�7DEOH���

A weaker yen resulted in the decline in imports of raw materials and light industrial 
goods from the Asian region which affected the export sector and economic growth of 
-DSDQ��6KRUWDJH�RI�UDZ�PDWHULDOV�DQG�OLJKW�LQGXVWULDO�JRRGV�VKRUWDJH�PDGH�LW�GLIÀFXOW�
for Japan to produce manufactured goods such as steel, ships, automobiles, computer 
chips and consumer electronics for export. So, the reduction in export adversely affected 
QRW�RQO\�WKH�QDWLRQDO�LQFRPH�DV�VKRZQ�LQ�)LJXUH����EXW�HTXDOO\�WKH�SHU�FDSLWD�LQFRPH�
of households. Furthermore the hike in prices as a result of the weak yen resulted in a 
reduction in household expenses.

7KH�RYHUDOO�*'3�JURZWK�GXULQJ�WKH�HFRQRPLF�GRZQWXUQ�LQ�WKH�����V�RQO\�LQFUHDVHG��
1.38percent from ¥440,124,900 million in 1990 to ¥501,068,100 million in 2000, compared 
with growth in the 1980s, which increased more than 4 percent every year as shown in 
)LJXUH����7KH�JURZWK�UDWH�KDV�GHFOLQHG�VLQFH������DQG�WKH�XQHPSOR\PHQW�UDWH�URVH�IURP�
����SHUFHQW�LQ������WR�����SHUFHQW�DW�WKH�HQG�RI�������7KH�LQFUHDVH�LQ�WKH�XQHPSOR\PHQW�
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7DEOH���6DOHV�([SRUW�WR�-DSDQ�(1996)4  
Economy Percentage
Indonesia 28.8

China 20.4
Philippines 17.1
7KDLODQG 16.8
Malaysia 13.4

South Korea 12.3
7DLSHL��&KLQD 11.8 (1995)

Singapore 8.2
Hong Kong, China 6.5

6RXUFH��%URRNV��'��+���)HOLSH��-���+DVDQ��5���DQG�6LUHJDU��5��<����7KH�<HQ�'HSUHFLDWLRQ�DQG�,WV�,PSOLFDWLRQV�IRU�
(DVW�DQG�6RXWKHDVW�$VLD��('5&�%ULHÀQJ�1RWHV�6HULHV�1R�����6HSWHPEHU��������5HWULHYHG�1RYHPEHU������������
KWWS���ZZZ��GRFVWRF�FRP�GRFV����������7+(�<(1�'(35(&,$7,21�$1'�,76�,03/,&$7,216�)25�
($67�$1'�6287+($67�$6,$�

6RXUFH��(Q��:��6���(FRQRP\�RI�-DSDQ���������5HWULHYHG�)HEUXDU\����������KWWS���ZZZ�HVUL��FDR�JR�MS��HQ�VQD��
GDWD�KWPO�TH�

4 Hong Kong and China did not depend on export of goods to Japan like the countries in East Asia 
and South East Asia. However, Hong Kong and China were very dependent on Japanese tourists who 
spent a lot in their countries. Unfortunately, the decline of the yen against the dollar value of Hong 
Kong resulted in reduction in spending by Japanese tourists.

 

 
  

)LJXUH���*'3�*URZWK�5DWH�LQ�-DSDQ������������

rate to 4.7 percent is considered high as the unemployment rate in Japan  never reached 
more than 2.8 percent in the 1980s.

Results and Discussion

Japanese Baburu Keizai became a reality when high investment growth occurred in the 
property  sector and shares between 1989 to 2001 (see Figure 3). For example, share 
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SULFHV�VKRZHG�D�VKDUS�LQFUHDVH�LQ�WKH�����V��7KH�DYHUDJH�YROXPH�RI�WUDGH�FRQGXFWHG�
during the late 1980s was more than one billion shares a day because of rising stock 
prices resulted in more companies and individuals trading in the stock market. Similarly, 
SURSHUW\�SULFHV�LQFUHDVHG�EHWZHHQ������WR�������ÀUVW�ZLWKLQ�WKH�EXVLQHVV�GLVWULFW�LQ�WKH�
cities and then gradually the phenomenon spread to the rural areas.

Figure 3 Property prices and shares of the First Quarter 1980 to  First Quarter of 2008

 
                    

6RXUFH��/HH��(��+����´5HYLHZ�RI�)OXFWXDWLRQV�LQ�/DQG�DQG�6WRFN�3ULFHV�LQ�WKH�-DSDQHVH�(FRQRP\�·�7KH�.RUHDQ�
Journal of Economics, Vol. 16, No.1, 2009, pp.95-122.

Conversely, research shows that between 1989 and 2001 saw the sharp fall of 
UHDO�HVWDWH�DQG�ÀQDQFLDO�PDUNHWV� LQ� -DSDQ��7KH�PDLQ� IDFWRU� OHDGLQJ� WR� WKH�H[LVWHQFH�
of the Baburu Keizai in Japan which led to sharp decline in prices was the result of 
LQDSSURSULDWH�ÀQDQFLDO�SROLF\�PDQDJHPHQW�E\�WKH�%2-��6WHSV�WR�VLJQ�WKH�3OD]D�$FFRUG�
in 1985 with the objective of overcoming the economic downturn in the United States 
indirectly increased the value of the yen and affected Japan’s export sector (see Figure 
����)LJXUH���VKRZV�WKDW�LQ�WKH�ÀUVW�KDOI�RI�WKH�����V��WKH�86�'ROODU��86'��ZDV�PXFK�
VWURQJHU�WKDQ�WKH�*HUPDQ�0DUN��'(0���)UHQFK�)UDQFV��)5)���%ULWLVK�3RXQGV��*%3��
and the Japanese Yen (JPY). More interestingly, before and after the Plaza Accord, the 
USD suffered a decline.

)RU�H[DPSOH��DV�VKRZQ�LQ�7DEOH���DQG�)LJXUH����LQ�������WKH�H[FKDQJH�UDWH�EHWZHHQ�
USD and the yen was US$1 = ¥236.79, but in 1990, the exchange rate of US$1 = ¥144.15. 
7KLV�H[FKDQJH�UDWH��FOHDUO\�LQGLFDWHV�LQFUHDVH�LQ�WKH�YDOXH�RI�WKH�\HQ�EHFDXVH�DIWHU�%DEXUX�
.HL]DL��86���FRXOG�RQO\�EH�FRQYHUWHG�WR����������7KRXJK�WKH�\HQ�EHFDPH�PRUH�YDOXDEOH��
but the exchange rate actually has a negative impact on exports. Yen appreciation 
DIIHFWHG�QRW�RQO\�WKH�H[SRUW�VHFWRU�EXW�DOVR�WKH�HFRQRPLF�JURZWK��7KH�-DSDQHVH�HFRQRP\�
grew 4.4 percent in 1985 only to shrink to 2.9 percent in 1986.
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7DEOH���86�'ROODU�([FKDQJH�5DWH�

Year US dollar exchange
1955 ¥ 360.00
1960 ¥ 360.00
1965 ¥ 360.00
1970 ¥ 360.00
1975 ¥ 297.26
1980 ¥ 225.82
1985 ¥ 236.79
1990 ¥ 144.15
1995 ¥ 122.78
2000 ¥ 107.73
2005 ¥ 110.01

6RXUFH��,QWHUQDWLRQDO�0RQHWDU\�)XQG��(FRQRP\�RI�-DSDQ��������5HWULHYHG�)HEUXDU\����������KWWS���ZZZ�LPI�
org/external/pubs/ft/weo/2006/01/data/dbcselm.cfm? G=2001.     

In order to boost Japan’s economic growth, the Japanese government introduced 
monetary policy solutions, adminstered by BOJ that were clearly inappropriate in the 
long run. Between January 1986 to February 1987, the BOJ lowered interest rates from 

)LJXUH���6KLIW�LQ�)RUHLJQ�([FKDQJH�5DWHV��'(0���86'��)5)���86'��*%3��86'�DQG�-3<�
/ USD) from January 1981 to December 1990

 
 

   6RXUFH��0L\DJDZD��6���DQG�0RULWD��<���/HVVRQV�IURP�-DSDQ·V�3URORQJHG�5HFHVVLRQ��7DPSHUH�(FRQRPLF�
:RUNLQJ�3DSHUV�1HW�6HULHV�����6HSWHPEHU��������5HWULHYHG���-XO\���������KWWS���ZZZ��UHVHDUFKJDWHQHW�
SXEOLFDWLRQ���������B/HVVRQVBIURPB-DSDQ���VBSURORQJHGB5HFHVVLRQ�
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��SHUFHQW�WR�����SHUFHQW��VHH�7DEOH�����7KH�PHDVXUH�IDLOHG�WR�UHVWRUH�-DSDQ·V�HFRQRPLF�
JURZWK��7KH�-DSDQHVH�JRYHUQPHQW�QHYHU�H[SHFWHG�WKDW�WKH�DFWLRQ�ZRXOG�OHDG�WR�SURSHUW\�
market bubble in Japanese stock market which eventually led to a prolonged economic 
recession till 2001.  

7DEOH���5HGXFWLRQ�RI�,QWHUHVW�5DWHV

Effective date Interest rate
30 January 1986 5.0 percent J�4.5 percent
10 March 1986 4.5 percent J�4.0 percent
21 April 1986 4.0 percent J�3.5 percent
01 November 1986 3.5 percent J�3.0 percent
23 Februari 1987 3.0 percent J�2.5 percent

6RXUFH��2NLQD��.���6KLUDNDZD��0���DQG�6KLUDWVXND��6���7KH�$VVHW�3ULFH�%XEEOH�DQG�0RQHWDU\�3ROLF\��-DSDQ·V�
Experience in the Late 1980s and the Lessons (Special Edition), Institute for Monetary and Economic Studies: 
Bank of Japan, 2001.

 
In addition, the analysis also found that Jusen, the mortgage company in Japan was 

a major contributing factor to the decline in Japan’s Baburu Keizai��7KLV�LV�GXH�WKH�Jusen 
changing their business involvement in the more risky real estate loans in the 1980s. 
5DSLG�WRWDO�SURSHUW\�LQYHVWPHQW�ZLWKLQ�Baburu Keizai whereby the lending of money 
by the Jusen from agricultural cooperatives became a factor that led to the fall of Baburu 
Keizai��6HH�7DEOH�����7KLV�VLWXDWLRQ�ZDV�H[DFHUEDWHG�E\�WKH�UHDO�HVWDWH�OHQGLQJ�E\�Jusen 
without strict controls provided by the Japanese legal system. As it is a well known 
fact, the Jusen��LV�RXW�RI�WKH�FRQWURO�RI�02)��VHH�7DEOH���DQG�7DEOH����7KLV�HYHQWXDOO\�
contributed to the fall of Baburu Keizai in Japan in 1992. 

)LJXUH���)RUHLJQ�([FKDQJH�5DWHV�-DSDQ���86

6RXUFH��)HGHUDO�5HVHUYH�%DQN�RI�6W��/RXLV��-DSDQ�8�6��)RUHLJQ�([FKDQJH�5DWH��������5HWULHYHG�����-DQXDU\���
2010, http://research.stlouisfed.org/fred2/source?soid=1.
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7DEOH���/RDQV�WR���Jusen5  by agricultural cooperatives
(¥ billion)

Year Sinren Nochu Kyosairen
1980 70 1417 3434
1985 2725 2585 5697
1986 3388 3322 6130
1987 4283 4617 6792
1988 6287 5046 7446
1989 12268 6484 10287
1990 26701 8386 13514
1991 34354 8235 13838

6RXUFH��.DWDRND��7���%DQN�&ULVLV��,WV�&DXVHV�DQG�5HVXOWV��������5HWULHYHG�)HEUXDU\�����������KWWS���ZZZ��EXV�
RVDND�FX�DF�MS�aNDWDRND�EFULVLV������

7DEOH���+RXVLQJ�/RDQ
(¥ billion)

Year Larger
bank

City bank 5HJLRQDO
banks

Housing
loan

corporation*

8 JUSEN** 7RWDO

1980 168,879 60,313 53,508 106,884 31,023 412,257
1985 202,020 82,463 62,205 212,157 50,432 595,927
1986 231,154 100,505 64,228 230,345 55,280 644,808
1987 274,757 133,519 71,416 254,498 65,678 727,204
1988 315,506 166,217 77,416 288,482 72,939 816,050
1989 370,788 209,808 82,804 323,187 93,150 938,696
1990 408,557 237,758 88,497 359,529 125,273 1,061,319
1991 433,133 250,527 94,528 386,583 126,225 1,131,907

6RXUFH��.DWDRND��7���%DQN�&ULVLV��,WV�&DXVHV�DQG�5HVXOWV��������5HWULHYHG�)HEUXDU\�����������KWWS���ZZZ��
EXV2VDND�FX����DF�MS�aNDWDRND�EFULVLV������
Note: * Housing loan corporation are government institutions that specialize in housing loans.     
**8 Jusen are Nihon Jutaku Kinyu, Jutaku Loan Service, Juso, Soga Jukin, Daiichi Jukin, Nippon  Housing  
Loan, Chigin Seiho Jutaku Loan and Kyodo Jutaku Loan.
7RWDO�LQFOXGHV�FUHGLW�XQLRQV��FUHGLW�FRRSHUDWLYHV��DJULFXOWXUDO�FRRSHUDWLYHV��LQVXUDQFH�FRPSDQLHV�DQG�ODERU�
credit associations.

7KH�PRVW�REYLRXV� HIIHFW�RQ� -DSDQ·V� HFRQRPLF�JURZWK� IROORZLQJ� WKH� IDOO� RI� WKH�
Japanese Baburu Keizai�LV�WKH�ÀQDQFLDO�FULVLV�WKDW�RFFXUUHG�LQ�-DSDQ�LQ�������-DSDQHVH�
Baburu Keizai fall condition resulted in increasing non performing loans (NPL) problem 
DV�VKRZQ�LQ�7DEOH����7KH�VKDUS�LQFUHDVH�LQ�13/�EHFDPH�H[WUHPHO\�DODUPLQJ��ZLWK����
percent in 1991 to 75 percent in 1995 which led to increased funding costs for Japanese 

5 7 Jusen are Nihon Jutaku Kinyu, Jutaku Loan Service, Juso, Soga Jukin, Daiichi Jukin, Nippon 
Housing Loan and Chigin Seiho Jutaku Loan.
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banks in Europe and the United States. In addition, the strongest banking institution 
in Japan had to pay the risk premium6�IRU�OHQGLQJ�WUDQVDFWLRQV�LQ�WKH�ÀQDQFLDO�V\VWHP�

0RUH�VLJQLÀFDQWO\��E\�WKH�HQG�RI�������WKH�IDOO�RI�-DSDQHVH�%DEXUX�.HL]DL�DOVR�FDXVHG�
WKH�IDLOXUH�RI�ÀQDQFLDO�LQVWLWXWLRQV�LQ�-DSDQ�DV�VKRZQ�LQ�7DEOH�����7DEOH���LQGLFDWHV�WKDW�
more than 170 saving institutions in Japan began to fail starting from 1991 with most 
of them failing in the mid-1990s. Japan’s economic situation saw temporary recovery 
in 2000. But as a result of the continued NPL collection activities, the capital position 
of banks were always threatened.

&RQWLQXDWLRQ� DFFXPXODWLRQ� RI�13/V� LQ� WKH�ÀQDQFLDO� V\VWHP� LQ� -DSDQ� DOPRVW�
destroyed the capital position of Japanese banks (regardless of the small amount of 
SURÀW�PDGH�XQWLO������DV�VKRZQ�LQ�7DEOH���DQG�)LJXUH����:LWK�UHIHUHQFH�WR�7DEOH���DQG�
Figure 6, bank losses as a result of Japan’s NPL problem started from a small amount of 

7DEOH���7KH�&RPSRVLWLRQ�RI�WKH���Jusen
(¥ billion)

Year Private house Companies
1980 31,709 1,463
1985 32,350 15,941
1986 28,296 26,467
1987 25,106 39,087
1988 23,183 50,407
1989 24,599 77,637
1990 26,518 97,312
1991 26,423 95,731

6RXUFH��.DWDRND��7���%DQN�&ULVLV��,WV�&DXVHV�DQG�5HVXOWV��������5HWULHYHG�)HEUXDU\������������KWWS���ZZZ��EXV�
2VDND�FX���DF�MS�aNDWDRND�EFULVLV������

                                          
7DEOH���1RQ�3HUIRUPLQJ�/RDQV��13/V��RI�WKH�VHYHQ�-XVHQ��0DUFK������

Jusen 7RWDO��ELOOLRQ� % of loan portfolio
Nihon Jutaku Kinyu ¥ 1,300 68.9
Diichi Jutaku Kinyu ¥ 742 49.0
Nihon Housing Loan ¥ 1,300 57.6
Juso ¥ 666 41.0
Jutaku Loan Service ¥ 1,000 70.4
Sogo Jukin ¥ 716 63.4
Chigin Seiho Jutaku Loan ¥ 408 46.2
7RWDO ¥ 6140

Source: Oguni, K., Furyoo Saiken Shori no Seijikeizaigaku��7KH�3ROLWLFDO�(FRQRP\�RI�%DG�/RDQ�&OHDQXS���7RN\R��
Heigensha, 1995.

�� .QRZQ�DV�-DSDQHVH�ÀQDQFLDO�SUHPLXP�WKDW�LV�D�IRUP�RI�DGGLWLRQDO�LQWHUHVW�FKDUJHV�LPSRVHG�RQ�
international lending by Japanese banks.
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bank losses in 1993 to more than ¥96 trillion which amounted to 19 percent of Japan’s 
GDP in 2005.8��6WDUWLQJ�IURP�������WKH�DPRXQW�RI�13/V�VDZ�D�UHGXFWLRQ��VHH�7DEOH������
7KRXJK�WKH�-DSDQ�6HUYLFHV�$JHQF\�DQQRXQFHG�LQ�PLG������WKDW�WKH�-DSDQHVH�13/�FULVLV�
ZDV�RIÀFLDOO\�RYHU�9  the problem of accumulation of huge losses on loans continued. 

7KLV�LV�EHFDXVH�WKH�VHUYLFHV�RI�OHQGLQJ�WR�SURGXFWLRQ�FRPSDQLHV��HVSHFLDOO\�60(�
HQFRXQWHUHG�ORVVHV�VWDUWLQJ�IURP�������$V�D�UHVXOW��WKH�WRWDO�SURÀWV�RI�-DSDQHVH�EDQNV�
ZHUH�YHU\�ORZ�GXH�WR�EDQN�SURÀWV�XVHG�WR�FXUE�WKH�SUREOHP�RI�13/V��,Q�DGGLWLRQ��WKH�
fall in Japanese stock prices was also another motivating factor (see Figure 7). In the 
meantime, Japanese banks did not have a lot of net capital to ensure the soundness of 
Japanese banks. Liabilities of the Japanese banking sector reached 3 to 4 percent, as 
VKRZQ�LQ�)LJXUH����7RWDO�EDQN�ORVVHV�FRQWLQXHG�WR�ULVH�WR�����WULOOLRQ��DOPRVW����SHUFHQW�
of Japan’s GDP in 2007, as shown in Figure 6. In 2009, the total losses accumulation 
suffered by Japanese banks since 1992 reached more than ¥102 trillion or about 20 
percent of Japan’s GDP.

�� 7DEOH���LQFOXGHV�WKH�IDLOHG�EDQNV�PDQDJHG�E\�WKH�JRYHUQPHQW�DQG�SULYDWH�VHFWRUV��)RU�H[DPSOH��
LQ�2FWREHU�������0LWVXELVKL�%DQN�VDYHG�1LSSRQ�7UXVW�%DQN�IURP�IDLOXUH�ZKHQ�WKH�JRYHUQPHQW�GLG�
QRW�RIIHU�DQ\�ÀQDQFLDO�DVVLVWDQFH�
8 Financial Services Agency,  http://www.fsa.go.jp
�� +XWFKLVRQ��0��0���,WR��7���DQG�:HVWHUPDQQ��)����������7KH�*UHDW�-DSDQHVH�6WDJQDWLRQ��/HVVRQV�IRU�
,QGXVWULDO�&RXQWULHV��(FRQRPLF�3ROLF\�5HVHDUFK�8QLW�:RUNLQJ�3DSHU�6HULHV��������'HFHPEHU��������
5HWULHYHG�-XQH�����������:HEVLWH���KWWS���ZZZ�HFRQ�NX�GN�HSUX�
ÀOHV�ZS�ZS�������SGI�

7DEOH���1XPEHU�RI�6DYLQJ�,QVWLWXWLRQV�%DQNUXSWF\7  

Year Banks* Shinkin banks Credit cooperatives 7RWDO
1990 0 0 0 0
1991 1 0 0 1
1992 0 1 0 1
1993 0 1 1 2
1994 1 0 4 5
1995 1 0 5 6
1996 2 3 3 8
1997 5 0 7 12
1998 3 1 31 35
1999 5 6 15 26
2000 1 5 27 33

2001** 1 9 37 47
7RWDO 20 26 130 176

6RXUFH��+DQD]DNL��0���DQG�+RULXFKL��$���´$�5HYLHZ�RI�-DSDQ·V�%DQN�&ULVLV�IURP�WKH�*RYHUQDQFH�3HUVSHFWLYH�·�
3DFLÀF�%DVLQ�)LQDQFH�-RXUQDO�����������SS����������
1RWH���7KLV�DUHD�LQFOXGHV�WKH�FLW\�EDQNV��UHJLRQDO�EDQNV�,�DQG�,,��WUXVW�EDQNV�DQG�ORQJ�WHUP�FUHGLW�EDQNV��
** Figures for the year 2001 up to November.

Jurnal  EAJIR  Bab 4.indd   61 08/10/2012   15:25:10



Wong Mee Hui, Alias Abdullah and Zakaria Mustafa62

7DEOH���/RDQ�ORVVHV�LQ�-DSDQ
���7ULOOLRQ�

Date Loan losses Cumulative loan losses since 
4/1992

7KH�QXPEHU�RI�PDMRU�EDQNV

3/1994 3.872 5.512 21
3/1995 5.232 10.744 21
3/1996 13.369 24.113 20
3/1997 7.763 31.877 20
3/1998 13.258 45.135 20
3/1999 13.631 58.766 17
3/2000 6.944 65.71 18
3/2001 6.108 71.818 18
3/2002 9.722 81.54 15
3/2003 6.658 88.198 13
3/2004 5.374 93.572 13
3/2005 2.848 96.42 13
3/2006 0.363 96.783 11
3/2007 1.046 97.829 11
3/2008 1.124 98.953 11
3/2009 3.094 102.046 11 

6RXUFH��+RVKL��7���DQG�.DVK\DS��$��.���:LOO�WKH�8�6��%DQN�5HFDSLWDOL]DWLRQ�6XFFHHG"�(LJKW�/HVVRQV�IURP�-DSDQ��
1%(5�:RUNLQJ�3DSHU�1R���������$XJXVW��������5HWULHYHG�$XJXVW�����������KWWS���ZZZ�QEHU�RUJ�SDSHUV�
w14401.

6RXUFH��.RR��5���DQG�6DVDNL��0���-DSDQ·V�'LVSRVDO�RI�%DG�/RDQV��)DLOXUH�RU�6XFFHVV"�15,�3DSHUV�1R�������0DUFK�
����������5HWULHYHG�0DUFK�����������KWWS���ZZZ�QUL�FR�MS�HQJOLVK�RSLQLRQ�SDSHUV������SGI�QS��������SGI�

)LJXUH���7KH�13/�ORVVHV�%DQN�RI�-DSDQ�$SSURDFKLQJ����3HUFHQW�RI�-DSDQ·V�*'3
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6RXUFH��)LQDQFLDO�6HUYLFHV�$JHQF\���6WDWXV�RI�1RQ�3HUIRUPLQJ�/RDQV��������5HWULHYHG�-XO\�����������KWWS���ZZZ�IVD�JR�
jp/en/regulated/npl/20100205/07.pdf.
1RWH�����´0DMRU�EDQNVµ�UHIHU�WR�&LW\�%DQNV��7UXVW�%DQNV�DQG�IRUPHU�-DSDQHVH�,QGXVWULDO�%DQNV���������������
���6WDUWLQJ�IURP�0DUFK�������´5HJLRQDO�%DQNVµ�LQFOXGHG�%DQN�6DLWDPD�5HVRQD�
���7KH�ÀJXUHV� IRU�´$OO�%DQNVµ� LV�FRPSRVHG�RI�&LW\�%DQNV�� WKH� IRUPHU�/RQJ�7HUP�&UHGLW�%DQNV� �LQFOXGLQJ�6KLQVHL�%DQN�IURP�
September 2004 sustainability which has changed its position to the Ordinary Bank Charter on 1 April 2004 and including Aozora 
%DQN�IURP�6HSWHPEHU������FRQWLQXHG�WR�UHPDLQ�FKDQJH�LWV�SRVLWLRQ�WR�WKH�2UGLQDU\�%DQN�&KDUWHU�RQ���$SULO��������7UXVW�%DQNV�
DQG�5HJLRQDO�%DQNV��LQFOXGLQJ�6DLWDPD�5HVRQD�%DQN�IURP�0DUFK��������
���7KH�ÀJXUHV�LQ�7DEOH����IURP�6HSWHPEHU������WR�6HSWHPEHU������IRU�0L]XKR�)LQDQFLDO�*URXS�LQFOXGHV�WKH�13/�KDV�EHHQ�PRYHG�
WR�D�VXEVLGLDU\�WR�UHVWRUH�FRUSRUDWLRQ��6WDUWLQJ�IURP�0DUFK������WR�UHPDLQ�FRQWLQXRXV��WKH�ÀJXUH�IRU�WKH�8QLWHG�)LQDQFLDO�RI�-DSDQ�
�8)-���VWDUWLQJ�IURP�0DUFK������WR�UHPDLQ�FRQWLQXRXV��%DQN�RI�7RN\R�0LWVXELVKL�8)-��LV�LQFOXGHG�LQ�13/V�ZDV�WUDQVIHUUHG�WR�D�
VXEVLGLDU\�WR�UHVWRUH�WKH�FRUSRUDWLRQ��6WDUWLQJ�IURP�0DUFK������WR�UHPDLQ�FRQWLQXRXV��WKH�ÀJXUHV�IRU�1LVKL�1,3321�%DQN�DQG�
Fukuoka City Bank (after March 2005, Nishi-NIPPON City Bank of the merger of the Nishi-NIPPON Bank and Fukuoka City 
Bank was formed) is included in NPLs has been transferred to the subsidiary to restore the corporation. Starting from March 2005 
WR�UHPDLQ�FRQWLQXRXV��WKH�ÀJXUHV�IRU�+RNXULNX�%DQN�LQFOXGH�13/V�ZHUH�WUDQVIHUUHG�WR�D�VXEVLGLDU\�WR�UHVWRUH�WKH�FRUSRUDWLRQ��
6WDUWLQJ�IURP�6HSWHPEHU������WR�6HSWHPEHU�������ÀJXUHV�IRU�6KLQZD�%DQN�LQFOXGH�13/V�ZHUH�WUDQVIHUUHG�WR�D�VXEVLGLDU\�WR�UHVWRUH�
WKH�FRUSRUDWLRQ��6WDUWLQJ�IURP�0DUFK������WR�UHPDLQ�FRQWLQXRXV��WKH�ÀJXUHV�IRU�7RZD�%DQN�LQFOXGH�13/V�ZHUH�WUDQVIHUUHG�WR�D�
VXEVLGLDU\�WR�UHVWRUH�WKH�FRUSRUDWLRQ��6WDUWLQJ�IURP�0DUFK�������ÀJXUHV�IRU�+RNXWR�%DQN�DQG�)XNXRND�%DQN�DUH�LQFOXGHG�LQ�13/V�
has been transferred to a subsidiary to restore the corporation.
���7KH�ÀJXUHV�LQ�SDUHQWKHVHV�LV�WKH�QXPEHU�RI�ÀQDQFLDO�LQVWLWXWLRQV�WKDW�KDYH�EHHQ�WDUJHWHG�LQ�6HSWHPEHU������

7DEOH����6HOI�$VVHVVPHQW�$VVHWV�5HYHQXH�7UDQVLWLRQ�E\�%DQN
Major Banks (9)
Borrower categories Sept-01 Mac-02 Sept-02 Mac-03 Sept-03 Mac-04 Sept-04 Mac-05 Sept-05 Mac-06 Sept-06 Mac-07 Sept-07 Mac-08 Sept-08 Mac-09 Sept-09
A normal bank loan 264.9 250.8 235.5 224.5 222.1 221.1 221.6 222.7 226.5 221.6 225.8 228.5 229.9 231.1 236.3 236.3 239.2
Bank loans require attention 48.5 45.8 43.8 40.5 34.4 28.2 18.9 17.3 14.7 14.1 13.6 15.8 15.7 16.3 16.3 18.5 18.0
Bank loans requires special attention (A) 8.5 11.3 11.6 11.5 9.1 7.0 3.4 2.7 2.3 2.3 1.9 1.8 1.5 1.7 1.3 1.1 1.1
Bank loans are in a state of bankruptcy dangerous (B) 8.9 12.2 9.5 6.6 6.2 5.2 7.1 3.6 3.1 1.9 1.6 1.9 2.1 1.7 2.1 2.4 2.9
Lending to banks experienced a bankruptcy or de facto bankruptcy (C) 3.2 3.2 2.8 2.2 2.2 1.5 1.6 1.0 0.8 0.5 0.4 0.4 0.4 0.4 0.8 1.0 0.9
Total (A)+(B)+(C) 20.6 26.8 23.9 20.2 17.5 13.6 12.1 7.4 6.1 4.6 3.9 4.1 4.0 3.8 4.2 4.5 4.9

Regional Banks (109)
Borrower categories Sept-01 Mac-02 Sept-02 Mac-03 Sept-03 Mac-04 Sept-04 Mac-05 Sept-05 Mac-06 Sept-06 Mac-07 Sept-07 Mac-08 Sept-08 Mac-09 Sept-09
A normal bank loan 135.5 136.2 134.4 141.0 140.0 142.7 142.2 146.8 147.4 152.2 153.8 156.4 156.9 159.3 159.3 162.2 153.6
Bank loans require attention 34.2 32.9 31.0 30.1 28.0 26.5 24.8 23.7 23.1 22.9 23.1 24.2 24.6 25.2 25.8 27.8 28.5
Bank loans requires special attention (A) 4.2 4.6 4.8 4.9 4.5 4.1 3.6 3.1 2.8 2.4 2.3 2.1 2.0 2.0 2.0 1.0 1.1
Bank loans are in a state of bankruptcy dangerous (B) 6.1 6.4 6.5 6.3 6.0 5.8 5.5 5.1 4.8 4.4 4.4 4.1 4.1 4.0 4.1 4.0 3.9
Lending to banks experienced a bankruptcy or de facto bankruptcy (C) 4.0 3.9 3.8 3.5 3.4 2.8 2.5 2.2 2.0 1.8 1.8 1.7 1.6 1.6 1.9 2.2 2.1
Total (A)+(B)+(C) 14.2 14.8 15.0 14.7 13.9 12.8 11.6 10.4 9.7 8.7 8.4 7.8 7.8 7.6 8.0 7.2 7.0

All Bank (120)
Borrower categories Sept-01 Mac-02 Sept-02 Mac-03 Sept-03 Mac-04 Sept-04 Mac-05 Sept-05 Mac-06 Sept-06 Mac-07 Sept-07 Mac-08 Sept-08 Mac-09 Sept-09
A normal bank loan 407.0 393.4 375.9 371.7 368.2 369.5 369.3 375.0 379.8 380.5 387.2 392.7 395.0 398.8 404.0 405.5 399.4
Bank loans require attention 84.5 80.2 75.8 71.4 63.0 55.3 44.1 41.4 38.1 37.2 36.9 40.5 40.7 42.0 42.7 47.3 47.4
Bank loans requires special attention (A) 13.5 16.5 16.8 16.6 13.7 11.1 7.0 5.9 5.1 4.7 4.2 3.9 3.5 3.7 3.3 2.1 2.2
Bank loans are in a state of bankruptcy dangerous (B) 15.8 19.3 16.4 13.0 12.3 11.2 12.7 8.9 8.0 6.3 6.0 6.1 6.3 5.7 6.2 6.5 6.8
Lending to banks experienced a bankruptcy or de facto bankruptcy (C) 7.4 7.4 6.9 5.7 5.6 4.3 4.1 3.2 2.8 2.4 2.2 2.1 2.1 2.0 2.8 3.4 3.2
Total (A)+(B)+(C) 36.6 43.2 40.1 35.3 31.6 26.6 23.8 17.9 15.9 13.4 12.4 12.0 11.9 11.4 12.3 12.0 12.2

Saving Financial Institutions (614)
Borrower categories Sept-01 Mac-02 Sept-02 Mac-03 Sept-03 Mac-04 Sept-04 Mac-05 Sept-05 Mac-06 Sept-06 Mac-07 Sept-07 Mac-08 Sept-08 Mac-09 Sept-09
A normal bank loan 487.3 465.3 459.6 463.7 472.8 481.1 485.1 491.8
Bank loans require attention 100.0 90.5 72.6 57.2 52.3 55.8 57.8 65.2
Bank loans requires special attention (A) 19.1 19.2 13.0 7.5 6.0 5.0 4.7 2.6
Bank loans are in a state of bankruptcy dangerous (B) 23.8 17.4 15.3 12.5 9.7 9.3 9.0 9.5
Lending to banks experienced a bankruptcy or de facto bankruptcy (C) 11.2 9.0 7.2 5.6 4.4 4.0 3.9 5.5
Total (A)+(B)+(C) 54.2 45.6 35.5 25.6 20.2 18.3 17.5 17.6

        (¥ trillion)

        (¥ trillion)

        (¥ trillion)

        (¥ trillion)
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Figure 7 Japanese Banking Sector Gains Affected by NPLs and Share’s Losses

)LJXUH���7KH�/DFN�RI�1HW�&DSLWDO�WR�$FFRPPRGDWH�WKH�-DSDQHVH�%DQNLQJ�6HFWRU�/RVVHV

 

 
  

6RXUFH��.DW]��5���/HVVRQV�IRU�86�IURP�-DSDQ·V�%DQNLQJ�&ULVLV��7KH�2ULHQWDO�(FRQRPLVW�5HSRUW�1R����������
������0DUFK�����������5HWULHYHG����-XQH��������KWWS���ZZZ�RULHQWDOHFRQRPLVW�FRP�VLWHEXLOGHUFRQWHQW��
VLWHEXLOGHUÀOHV�RYHUVLJKWBWHVWLPRQ\�3GI�

6RXUFH��.DW]��5���/HVVRQV�IRU�86�IURP�-DSDQ·V�%DQNLQJ�&ULVLV��7KH�2ULHQWDO�(FRQRPLVW�5HSRUW�1R����������
������0DUFK�����������5HWULHYHG�-XQH�����������KWWS���ZZZ�RULHQWDOHFRQRPLVW�FRP�VLWHEXLOGHUFRQWHQW��
VLWHEXLOGHUÀOHV�RYHUVLJKWBWHVWLPRQ\�3GI�
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5HJLRQDOO\��WKH�IDOO�RI�WKH�����V�-DSDQHVH�Baburu Keizai�DOVR�UHVXOWHG�$VLD·V�ÀQDQFLDO�
FULVLV�EHWZHHQ������DQG�������7KH�$VLDQ�FRXQWULHV�ZRUVW�DIIHFWHG�E\�WKH�$VLDQ�ÀQDQFLDO�
FULVLV�ZHUH�,QGRQHVLD��0DOD\VLD��6RXWK�.RUHD��7KDLODQG�DQG�WKH�3KLOLSSLQHV�10  In 1997, 
WKH�DYHUDJH�HFRQRPLF�JURZWK�RI�WKH�ÀYH�$VLDQ�FRXQWULHV�ZDV�����SHUFHQW�FRPSDUHG�ZLWK�
����SHUFHQW�LQ�������,Q�������WKH�DYHUDJH�HFRQRPLF�JURZWK�IRU�WKHVH�ÀYH�$VLDQ�FRXQWULHV��
UHFRUGHG�QHJDWLYH�JURZWK�UDWHV��DV�VKRZQ�LQ�7DEOH�����)URP�-XO\������WR�-XO\�������WKH�
Indonesian rupiah suffered losses of more than 90 percent of the value of its currency 
DJDLQVW�WKH�8QLWHG�6WDWHV�GROODU��:KLOH�WKH�0DOD\VLDQ�ULQJJLW��7KDLODQG�EDKW�DQG�6RXWK�
Korean won currency suffered a loss of 40 percent of their value.

7DEOH����*'3�*URZWK�3HUFHQW�IRU�&RXQWULHV�$IIHFWHG�E\�&ULVLV
Country 1996 1997 1998

7KDLODQG 5.50 -0.40 -8.00
Indonesia 7.80 4.90 -13.70
Malaysia 8.60 7.70 -6.20
South Korea 7.10 5.50 -5.50
Philippines 5.80 5.20 -0.40

6RXUFH��/DQ��'��3���7KH�$VLDQ�)LQDQFLDO�&ULVLV�DQG�,WV�,PSOLFDWLRQ�IRU�9LHWQDP·V�)LQDQFLDO�6\VWHP��9LVLWLQJ�
5HVHDUFKHUV�6HULHV�1R������0D\��������5HWULHYHG�$XJXVW�����������KWWS���ERRNVKRS�LVHDV�HGX�VJ��,6($6�%RRN�
MVS"F6HULHV&RGH 956�����	F&DWHJRU\7\SH �

10 Five Asian countries are known as the ‘Asian-5’.
��������WULOOLRQ�LV�HTXLYDOHQW�WR�86�����ELOOLRQ�
12 Sales of Japanese loans has made European banks as the largest lenders in the region with a market 
VKDUH�RI����SHUFHQW�FRPSDUHG�WR�WKH�-DSDQHVH�FRQTXHULQJ�RQO\����SHUFHQW�

7DEOH����&KDQJHV�LQ�%DQN�/RDQ�RI�-DSDQ�WR�7KDLODQG�DQG�6RXWK�.RUHD
(US$ billion)

Country/
5HJLRQ

End of 94-end 
of 96

End of 96-mid 
of 97

End of 97-end 
of 97

End of 97-mid 
of 98

End of 97-mid 
of 98

7KDLODQG 11.10 0.20 -4.60 -7.10 -11.60
South Korea 6.90 -0.60 -3.50 -4.80 -8.30

6RXUFH��%,6����WK�$QQXDO�5HSRUW��%DVOH��%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�������
Note: Data for the Japanese lender may only be available from June 1994.

7KLV�ZDV�PDLQO\� WKH� FDVH� EHFDXVH� RI� WKH� UHGXFWLRQ� LQ� OHQGLQJ� E\� -DSDQHVH�
commercial banks to Asia due to the rising NPLs in Japan and the fall of the stock 
PDUNHWV�LQ�7KDLODQG�DQG�6RXWK�.RUHD�IURP������WR�������6R��-DSDQHVH�FRPPHUFLDO�EDQNV�
VWRSSHG�RIIHULQJ�QHZ�ORDQV�WR�7KDLODQG�DQG�6RXWK�.RUHD�LQ������DV�VKRZQ�LQ�7DEOH������
:KHQ�WKH�7KDL�ÀQDQFLDO�FRPSDQLHV�VXIIHUHG�ÀQDQFLDOO\�LQ�0DUFK�������-DSDQHVH�EDQNV�
DFWHG�WR�EULQJLQJ�RXW�D�ORDQ�RI�86������ELOOLRQ�IURP�7KDLODQG�LQ�WKH�PLG�����V�

6XEVHTXHQWO\��WKH�Nihon Keizai Shinbun reported that seven Japanese banks reduced 
their overseas loans of ¥1.1 trillion11  in six months till 30 September 1997 to achieve the 
%,6�FDSLWDO�UHTXLUHPHQWV��,Q�PLG�������-DSDQHVH�EDQN�OHQGLQJ�WR�WKH�$VLD���ZDV�UHGXFHG�
to US$74 billion, a decrease of US$23 billion over the next 12 months.12 Japanese bank 
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lending is one third of the cross-border loans granted to the Asia-513  between mid-1997 
DQG�PLG�������7KH�ODUJHVW�IRFXV�RI�WKH�-DSDQHVH�EDQN�OHQGLQJ�LQ�7KDLODQG�ZDV�86����
billion, South Korea, US$8 billion and Indonesia, US$4 billion.  All in all, Japan became 
D�YHQGRU�IRU�WKH�ODUJHVW�EDQN�ORDQV�WR�$VLD�IURP�PLG������WR�PLG�������VHH�7DEOH����
and  Figure 9).

7DEOH����&KDQJHV�LQ�%DQN�/HQGLQJ�WR�$VLD��
(US$ billion)

&RXQWU\�5HJLRQ 4Q94-4Q96 1Q97-2Q97 3Q97-4Q97 1Q98-2Q98 2Q97-2Q98
Japan 24.60 3.60 -10.60 -12.40 -22.90
North America 13.50 -1.80 -1.60 -6.00 -7.70
Europe 40.60 9.60 -0.50 -11.50 -12.00
Others* 26.60 3.00 -4.00 -18.50 -22.50
7RWDO 105.40 14.40 -16.80 -48.40 -65.20

6RXUFH��.LQJ��0��5����´:KR�7ULJJHUHG�WKH�$VLDQ�)LQDQFLDO�&ULVLV"·�5HYLHZ�RI�,QWHUQDWLRQDO�3ROLWLFDO��(FRQRP\��
Vol. 8, No.3, 2001, pp. 438-466.
Note: Data for the Japanese lender may only be available from June 1994.
* Others refer to Switzerland and offshore banking centers in the Bahamas, Bahrain, Cayman Islands, Hong 
Kong, Netherlands Antilles and Singapore.

Figure 9 Changes in International Bank Lending to Asia-5

6RXUFH��.LQJ��0��5����´:KR�7ULJJHUHG�WKH�$VLDQ�)LQDQFLDO�&ULVLV"·�5HYLHZ�RI�,QWHUQDWLRQDO�3ROLWLFDO�(FRQRP\��
Vol. 8, No.3,2001,  pp. 438-466.

���,V�WKH�PDMRU�$VLDQ�HFRQRPLHV�WKDW�KDYH�EHHQ�DIIHFWHG�E\�WKH�FRQIXVLRQ�RI�WKH�ÀQDQFLDO�PDUNHW�VLQFH�
������$VLDQ���FRXQWULHV�DUH�,QGRQHVLD��.RUHD��0DOD\VLD��3KLOLSSLQHV�DQG�7KDLODQG�
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7DEOH����7UHQGV�LQ�-DSDQ·V�WUDGH�ZLWK�86$��1,(����WKH�$6($1���DQG�&KLQD�EHWZHHQ�
1995 and First Mid-1998

(US$ million)
&RXQWU\�5HJLRQ 1995 1996 1996 First 

mid-1997
Second mid-

1997
First mid-

1998
World

Export 442,937 412,433 422,881 205,172 217,710 192,957
Import 336,094 350,654 340,408 172,459 167,949 142,937
7RWDO 779,031 763,087 763,289 377,631 385,659 335,894
7UDGH�VXUSOXV 106,843 61,779 82,473 32,713 49,761 50,020
USA

Export to USA 120,859 112,277 117,669 57,437 60,321 58,655
% total export 27.30 27.20 28.00 28.00 28.00 30.40
import from USA 75,408 79,724 76,051 38,919 37,133 35,248
% total import 22.40 23.00 22.30 23.00 22.10 25.00
7RWDO�WUDGH�ZLWK�86$ 196,267 192,001 193,720 96,356 97,454 93,903
% total trade 25.20 25.20 25.40 26.00 25.30 28.00
7UDGH�VXUSOXV 45,451 32,553 41,618 18,518 23,188 23,407
East Asia*

Export to East Asia 186,547 174,925 171,591 84,033 87,557 65,157
% total export 42.10 42.40 41.00 41.00 40.20 34.00
Import from East Asia 115,520 123,397 118,267 59,436 58,831 48,919
% total import 34.40 35.20 35.00 35.00 35.00 34.20
7RWDO�WUDGH�ZLWK�(DVW�$VLD 302,067 298,322 289,858 143,469 146,388 114,076
% total trade 39.00 39.10 38.00 38.00 38.00 34.00
7UDGH�VXUSOXV�ZLWK�(DVW�$VLD 71,027 51,528 53,324 24,597 28,726 16,238
NIE-4

Export to NIE-4 111,037 101,792 101,592 49,398 52,194 40,208
% total export 25.10 25.00 24.00 24.10 24.00 21.00
Import form NIE-4 41,219 41,006 35,389 18,173 17,216 14,728
% total import 12.30 12.00 10.40 11.00 10.30 10.30
7RWDO�WUDGH�ZLWK�1,(�� 152,256 142,798 136,981 67,571 69,410 54,936
% total trade 20.00 19.00 18.00 18.00 18.00 16.40
7UDGH�VXUSOXV�ZLWK�1,(�� 69,818 60,786 66,203 31,225 34,978 25,480
ASEAN-4

Export to ASEAN-4 53,579 51,243 48,214 24,751 23,463 15,256
% total export 12.10 12.40 11.40 12.10 11.00 8.00
Import form ASEAN-4 38,379 41,841 40,812 21,244 19,568 16,357
% total import 11.40 12.20 12.00 12.30 12.00 11.40
7RWDO�WUDGH�ZLWK�$6($1�� 91,958 93,084 89,026 45,995 43,031 31,613
% total trade 12.00 12.30 12.00 12.20 11.20 9.40
7UDGH�VXUSOXV�ZLWK�$6($1�� 15,200 9,402 7,402 3,507 3,895 -1,101
China

Export to China 21,931 21,890 21,785 9,884 11,900 9,693
% total export 5.00 5.30 5.20 5.00 6.00 5.00
Import from China 35,922 40,550 42,066 20,019 22,047 17,834
% total import 11.00 12.00 12.40 12.00 13.10 13.00
7RWDO�WUDGH�ZLWK�&KLQD 57,853 62,440 63,851 29,903 33,947 27,527
% total trade 7.40 8.20 8.40 8.00 9.00 8.20
7UDGH�VXUSOXV�ZLWK�&KLQD -13,991 -18,660 -20,281 -10,135 -10,147 -8,141

6RXUFH��-(752���6HNDL�QR�%{HNL�WR�1LKRQ��7RN\R��-DSDQ�([WHUQDO�7UDGH�2UJDQL]DWLRQ�������
1RWH��*HRJUDSKLFDO�GHÀQLWLRQ�RI�(DVW�$VLD�LV�FRQVLVWHQW�ZLWK�WKH�WHUPV�RI�WKH�-DSDQHVH�HFRQRP\�PLQLVWU\�
which is made up of Northeast Asia and Southeast Asia and in economic consisted of (NIE-4) (South Korea, 
7DLZDQ��+RQJ�.RQJ��6LQJDSRUH���$6($1����0DOD\VLD��7KDLODQG��,QGRQHVLD��3KLOLSSLQHV��DQG�&KLQD�
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Japanese export sector changed from the United States to Asia in the mid 1980s. 
0XWXDOO\�GHSHQGHQW�UHODWLRQVKLS�LQÁXHQFHG�HFRQRPLF�UHODWLRQVKLS�EHWZHHQ�-DSDQ�DQG�
$VLD��7KLV�HQDEOHG�WR�À[�-DSDQHVH�WUDGH�VXUSOXV�EDODQFH�ZLWK�WKH�8QLWHG�6WDWHV��-DSDQ�
is one of the major importing countries of Asia’s raw materials and light industrial 
goods. Share of Japanese imports from Asia showed a continuous upward trend from 
12 percent in 1963 to 20 percent in 1975. 

After that, the average share of Japanese imports from Asia increased from 25 
percent in the 1980s to 30 percent in the 1990s. Large part of Japanese imports from Asia 
is from the Association of Southeast Asian Nations (ASEAN). Japan  dwelved in an 
average of 60 percent of Southeast Asian imports between 1963 to 1981. But after that, 
$6($1·V�LPSRUWDQW�GHFOLQHG�E\������DV�VKRZQ�LQ�7DEOH����14  Concurrently, Japanese 
importation of goods from the Newly Industrial Countries (NIEs) showed an increase 
from 10 percent in 1963 to 33 percent in 1988 but then fell back  to 20 percent in 1997.

,Q�RUGHU� WR�SURPRWH� HFRQRPLF� UHFRYHU\�� -DSDQ� FRQWLQXHG� WR�SURYLGH�ÀQDQFLDO�
DVVLVWDQFH�WR�$VLDQ�FRXQWULHV�WKDW�ZHUH�KLW�E\�WKH������ÀQDQFLDO�DQG�FXUUHQF\�FULVLV�
through the New Miyazawa Initiative15�ZKLFK�ZDV�LQWURGXFHG�LQ�2FWREHU�������7KH�1HZ�
Miyazawa Initiative  successfully overcame the Asian currency crisis that occurred in 
1997 and 1998. In 1999, Asian economies began to improve, as shown by the increase 
in Southeast Asia’s GDP growth rate of 0.8 percent after the GDP growth rate declined 
by 7 percent in 1998. In 2000, GDP growth rate for East Asia rose higher, namely 2.8 
SHUFHQW�DV�VKRZQ�LQ�7DEOH�����0HDQZKLOH��WKH�SDFH�RI�HFRQRPLF�UHFRYHU\�DPRQJ�WKH�
Asian countries was different from each other with South Korea and the Philippines 
JURZLQJ�IDVWHU�WKDQ�7KDLODQG��0DOD\VLD�DQG�,QGRQHVLD�

7DEOH����(FRQRPLF�*URZWK�IRU�(DVW�$VLD�DQG�6RXWKHDVW�$VLD�1DWLRQV

GDP growth rate (Annual percentage changes)
&RXQWU\�5HJLRQ 1996 1997 1998 1999 2000

Southeast Asia 7.1 4 -6.9 0.8 2.8
Cambodia 7 2 0 4 6
Laos 6.9 6.9 4 - -
Vietnam 9.3 8.2 4 3.7 4.5
7KDLODQG 5.5 -0.4 -8 0 2.5
Indonesia 7.8 4.9 -13.7 0 2
Malaysia 8.6 7.7 -6.2 0.7 2.7
Myanmar 6.4 4.6 4 3 4
Philippines 5.8 5.2 -0.5 2.4 4

Newly Industrial Countries 6.3 6 -1.4 2.3 4.3
Hong Kong 4.5 5.3 -5.1 -0.5 2
South Korea 7.1 5.5 -5.5 2 4
Singapore 6.9 7.8 1.5 1 4
7DLZDQ 5.7 6.8 4.8 4.9 6.3

Source:Asian Development Outlook 2001. Manila: Asian Development Bank, 2001.
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In 2007, the GDP growth rate for East Asia amounted to 10.1 percent and in 
������WKH�*'3�JURZWK�UDWH�IRU�(DVW�$VLD�JUHZ�E\�����SHUFHQW�DV�VKRZQ�LQ�7DEOH�����
6R��LW�LV�UHDVRQDEOH�WR�DUJXH�WKDW�-DSDQ�VKRXOG�FRQWLQXH�WR�SURYLGH�ÀQDQFLDO�DVVLVWDQFH�
WR�FRXQWULHV�KLW�E\�$VLDQ�ÀQDQFLDO�DQG�FXUUHQF\�FULVLV��7KLV�LV�EHFDXVH�WKH�HFRQRPLF�
UHFRYHU\�LQ�$VLD�ZRXOG�DVVLVW�LQ�WKH�-DSDQHVH�HFRQRPLF�UHFRYHU\�DV�VKRZQ�LQ�7DEOH�����
:LWK�UHIHUHQFH�WR�7DEOH�����-DSDQ·V�H[SRUWV�WR�WKH�$VLDQ�UHJLRQ�VKRZHG�LQFUHDVLQJ�WUHQG�
from 6.3 percent in 2006 to 11.5 percent in 2007 and 2008. Japan’s export situation to the 
growing Asia region also increased Japan’s GDP growth rate from 1.9 percent in 2005 
to 2.4 percent in 2007. However, Japan’s GDP growth rate experienced a reduction in 
2008 and 2009 by 0.6 percent and 6.2 percent respectively as a result of the United States 
ÀQDQFLDO�FULVLV�WKDW�EHJDQ�LQ������

7DEOH����*'3�JURZWK�UDWH�IRU�WKH�$VLD
(%)

&RXQWU\�5HJLRQ 2005 2006 2007 2008 2009 2010 (Estimate)
Japan 1.9 2.0 2.4 -0.6 -6.2 0.5
East Asia* 8.1 9.1 10.1 6.6 2.9 5.3
China 10.4 11.6 13.0 9.0 6.5 7.5
South Korea 4.0 5.2 5.1 2.2 -4.0 1.5
ASEAN 10** 5.9 6.2 6.6 4.5 -0.7 2.2
India 9.2 9.8 9.3 7.3 4.5 5.6
6RXUFH��-(752�������-(752�:KLWH�3DSHU�RQ�´,QWHUQDWLRQDO�7UDGH�DQG�)RUHLJQ�'LUHFW�,QYHVWPHQW�·�7RN\R��
-DSDQ�([WHUQDO�7UDGH�2UJDQL]DWLRQ�������
1RWH���(DVW�$VLD�LQFOXGHV�$6($1�����&KLQD��6RXWK�.RUHD��+RQJ�.RQJ�DQG�7DLZDQ�
�,QGRQHVLD��6LQJDSRUH��7KDLODQG��WKH�3KLOLSSLQHV��0DOD\VLD��%UXQHL��9LHWQDP��/DRV��0\DQPDU�DQG�&DPERGLD�

7DEOH����([SRUWV�RI�-DSDQ�%DVHG�RQ�1DWLRQDO�DQG�5HJLRQDO
(Unit: US$ million, %)

&RXQWU\�5HJLRQ 2005 2006 2007 2008
Value Growth 

rate
Value Growth 

rate
Value Growth 

rate
Value Growth 

rate
Asia 289,661 5.8 307,779 6.3 343,113 11.5 382,658 11.5
China 80,340 8.8 92,852 15.6 109,060 17.5 124,035 13.7
South Korea 46,880 6.1 50,321 7.3 54,199 7.7 58,985 8.8
7DLZDQ 43,910 4.7 44,152 0.6 44,780 1.4 45,708 2.1
Hong Kong 36,132 2.1 36,469 0.9 38,818 6.4 39,988 3.0
ASEAN 10 76,074 4.4 76,349 0.4 86,990 13.9 102,799 18.2
India 3,539 16.4 4,457 25.9 6,152 38.0 7,850 27.6
US 134,889 6.4 145,651 8.0 143,383 -1.6 136,200 -5.0
Central America and 
South

25,112 16.0 30,574 21.8 35,063 14.7 40,684 16.0

EU27* 88,249 0.9 94,139 6.7 105,270 11.8 109,383 3.9
Middle East 16,575 14.6 19,194 15.8 26,184 36.4 33,722 28.8
World 598,215 5.9 647,290 8.2 712,735 10.1 775,918 8.9
6RXUFH��-(752�������-(752�:KLWH�3DSHU�RQ�´,QWHUQDWLRQDO�7UDGH�DQG�)RUHLJQ�'LUHFW�,QYHVWPHQW�·�7RN\R��
-DSDQ�([WHUQDO�7UDGH�2UJDQL]DWLRQ�������
Note: *Austria, Belgium, Denmark, Germany, Greece, Finland, French, Ireland, Italy, Luxembourg, Portugal, 
Spain, Sweden, Netherlands, Britain, Cyprus, Czechoslovakia, Estonia, Hungary, Latvia, Lithuania, Malta, 
3RODQG��6ORYDNLD��6ORYHQLD��5RPDQLD�DQG�%XOJDULD�
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But in 2010, the GDP growth rate for Japan was expected to grow by 0.5 percent 
IROORZLQJ�WKH�-DSDQHVH�HFRQRP\�UHFRYHU\�DV�VKRZQ�LQ�7DEOH�����7KLV�LV�EHFDXVH�-DSDQ�
and Asia have a co- dependent relationship. Asia is the main importer for Japanese 
H[SRUWV�ZKLOH�-DSDQ�LV�D�PDMRU�LPSRUWHU�RI�$VLD�H[SRUWV��7KH�JUDGXDO�HFRQRPLF�UHFRYHU\��
increased Japan’s ability to compete with other countries in East Asia and Southeast Asia 
DV�VKRZQ�LQ�7DEOH�����7KHUH�LV�DQ�REYLRXV�LQFUHDVH�RI�-DSDQHVH�H[SRUWV�WR�GHYHORSLQJ�
countries in Central America and South America and the Middle East.

Japan’s experience in facing the Japanese Baburu Keizai from 1989 to 2001 provides 
PDQ\�LPSRUWDQW�OHVVRQV�IRU�RWKHU�FRXQWULHV��7KH�DVVHW�SULFHV�EXEEOH�LQ�����V�VKRZHG�
-DSDQ�WKH�QHHG�WR�KDYH�D�FDUHIXO�FRQWURO�SROLF\�WR�DYRLG�WKH�ÀQDQFLDO�LQVWDELOLW\�HPHUJLQJ�
from the development and the fall of asset prices. Careful control policy is needed 
EHFDXVH�-DSDQ�LV�D�FRXQWU\�ZKHUH�EDQNV�GRPLQDWH�LWV�ÀQDQFLDO�LQGXVWU\���

In addition, the implementation of a sound monetary policy in the foreseeable 
IXWXUH� LV� LPSRUWDQW� WR� IDFH�SRWHQWLDO� ULVNV� WKDW� WKUHDWHQ� WKH� -DSDQHVH�HFRQRP\��7KH�
implementation of monetary policy in the foreseeable future must be able to prevent 
WKH�ULVN�RI� LQÁDWLRQ� LQ�RUGHU� WR�DYRLG� WKH� ODWH�DFWLRQ� WDNHQ�ZKHQ�WKH�%DEXUX�.HL]DL�
emerged. Besides that, late 1998, Japan also promoted a formal supervision and control 
IUDPHZRUN�RI�WKH�EDQNLQJ�VHFWRU��WR�FUHDWH�D�VWDEOH�PDFURHFRQRPLF�HQYLURQPHQW��7KLV�LV�
EHFDXVH�WKHUH�DUH�DGYDQWDJHV�DYDLODEOH�IURP�D�ZHOO�GHVLJQHG�RIÀFLDO�GHSRVLW�LQVXUDQFH�
V\VWHP��7KH�ÀQDO�OHVVRQ�WKDW�FRXQWULHV�FDQ�OHDUQ�IURP�WKLV�H[SHULHQFH�LV�WKH�PDQQHU�LQ�
which  Japanese banks received support and low cost solutions from the government 
WR�RYHUFRPH�WKH�SUREOHP�TXLFNO\��

Conclusion 

7KH�VWXG\�FRQFOXGHV�WKDW�WKH�%DEXUX�.HL]DL�IDFHG�E\�-DSDQ�LQ�WKH�ODWH�����V�QRW�RQO\�ZDV�
the largest in Japan, but it also is a Baburu Keizai that ended with a prolonged economic 
GRZQWXUQ��,Q�WKLV�VWXG\��-DSDQ·V�H[SHULHQFH�LQ�IDFLQJ�WKH�-DSDQHVH�ÀQDQFLDO�FULVLV�LQ�WKH�
1990s not only promotd awareness for the Japanese government of the weaknesses of 
its economic restructuring that threatened Japan’s economic growth but it also serves 
as an important lesson for the United States government that is trying to overcome its 
RZQ�WKDW�VWDUWHG�LQ�������7KH�VLWXDWLRQ�LQ�WKH�8QLWHG�6WDWHV�ÀQDQFLDO�V\VWHP�UHPDLQV�
XQVROYHG�DQG�WKH�LPSDFW�RI�WKH�ÀQDQFLDO�FULVLV�LV�QRW�\HW�NQRZQ��

For the United States, Japanese experience shows that it needs to learn from the 
-DSDQHVH�JRYHUQPHQW·V�SDVW�PLVWDNHV�DQG�WKDW�:DVKLQJWRQ�QHHGV�WR�EH�TXLFN�DQG�WDNH��
PRUH�DJJUHVVLYH�DFWLRQV�LQ�LWV�HIIRUWV�WR�RYHUFRPH�WKH�ÀQDQFLDO�FULVLV��,Q�DGGLWLRQ��WKH�
VROXWLRQV�WDNHQ�E\�-DSDQ�DUH�H[SHFWHG�WR�EHQHÀW�7RN\R�LQ�WKH�ORQJ�WHUP�DV�LW�KDV�WKH�
potential to restore and strengthen the almost stagnant Japanese economy.
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