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i Japanese growth- far from flat
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Japanese Real GDP Growth
1991 Q1:1999 Q2
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Unlike the early 1990s:
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2000 Q1 — 2008 Q2
No public spending binge in Japan
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Even Japanese Banks respond to

Incentives

NPLsas% total portfolio
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Source: Financial Services Agency Japan, Thompson Datastream
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i Japanese TFP: far from poor
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9| The BoJ’s response to Japan’s
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Japanese Inflation experience
1992:2008 Q2
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It Is not clear that QE feeds into broad
money with banking sector problems
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An independent central bank can

affect expectations
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| china’s Importance as an export
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For the UK, the Euro Area remains

dominant
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Canada | France |Germany| Italy Japan UK us Average|
Stock Market Capitalisation
@ 174 | 112 | o065 | o051 | 102\] 137 > 148 /> 113
Private Sector Bond Market
Capitalisation © 0.31 0.57 0.36 0.60 0.38 0.16 1.30 0.53
Short term Private Sector
Securities® 0.11 0.22 0.21 a&i» 0.07 ) 0.16 0.26 0.15
Banking Sector
Capitalisation 141 | 121 | 120 | 12 15l 190 ,> 069 | 131
Banking Sector
Concentration © 0.57 0.55 0.74 0.4 ) 072 > 0.35 0.55

0.54 |
Banksper Million Persons”| 295 | 790 | 2260 12.( >_6§<) 8.50 331.70 13.26

(@ Asratio of GDP. Dataas of end 2008, Source: World Bank Financia Structure Dataset

(b) Asratio of GDP. Dataas of end 2008, Source: World Bank Financia Structure Dataset

(c) Asratio of GDP. Dataas of end 2008, Source: Bank Calculationsand BIS

(d)  Deposit money bank assets as ratio of GDP. Data as of end 2008, Source World Bank Financial Dataset

(e) Assetsof threelargest banks as share of assets of all commercial banks. Data as end of 2008, Source: World Bank Financial
Structure Dataset

(f)  Source: Bankscope, IMF and Bank Calculations 29
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9| The Japanese private sector maintained
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#| The UK corporate sector has recently
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9| While some of the UK surpluses may
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Ll feed into FDI outflows...Japanese
% corporates appeared to sit on them
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