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Since Lehman Brothers’ fall in September, international financial and capital markets 
have significantly changed, in the face of worldwide business recession. In preparation for 
drafting a package of actions for timely tackling this urgent issue, we would like to 
propose the following:  
 
1. Basic approach 
 
(1) What should be our top priority in tackling the global financial crisis is to ensure the 

stability of financial and capital markets. The Government should immediately 
enhance growth potential and should reinforce safety nets to make us better prepared 
for financial instability and business recession.  

(2) New measures to stimulate the economy should be consistent with “medium-term fiscal 
construction and medium- to long-term economic growth through reform measures,” 
instead of simple short-term ones to just stimulate aggregate demand. In that sense, the 
Government should develop “comprehensive measures” including institutional 
reforms that need urgent implementation.  
In particular, it is essential to be capable of responding to deteriorating terms of trade 
in the medium-to-long term, based on the understanding that new price systems for 
resources and food will be virtually permanent. 

(3) While the Government of Japan has been making active efforts to ensure the stability 
of international financial and capital markets and of international financial systems as 
the chair of G8, it should take additional efforts from the international cooperative 
standpoint and should more actively convey its messages by sharing experiences and 
lessons learned from the post-bubble economy in the country. 

 
2. Issues of urgent importance  
 
(1) Ensuring the stability of international financial and capital markets 
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The Government should keep addressing the four sectors listed below without delay. In so 
doing, the Government should make active international contributions, making better use 
of the country’s past experience.  
- Importance of the smooth provision of liquidity in dollars and in yen and of proper liquidity 

management by financial institutions 
- Removal of bad loans from the balance sheets of financial institutions, In so doing, one should 

attach importance to the price discovery function of markets in order to provide appropriate 
asset pricing results.   

- Efforts to develop and improve a scheme to inject public funds into marginal financial 
institutions in Europe (Conditions that will justify the injection of public funds and the timely 
establishment of a system to allow financial institutions to take over insolvent ones in the case 
of an immediate prospect of bankruptcy of a financial institution.)  

 

During the recent financial crisis, courses of action to treat derivatives are extremely 
important, and accordingly, the Government should make efforts to realize immediate 
implementation of the following measures.  
- In order to reduce settlement risks, a clearing organization of derivative instruments including 

CDS1 should be set up. (Netting out of risks concerning negotiated transactions)  
 

(2) Ensuring the stability of domestic money markets 
 
Japanese financial institutions are the most stable in the world. Yet the Government should 

take all possible measures to stabilize financial systems, as discussed by those concerned in the 

Government, and at the same time, it should promote structural reforms of stock markets to 

encourage the entry of various investors and the establishment of more solid household assets.  

- Restoring a scheme to inject public funds into marginal financial institutions from the 
standpoint of facilitating regional financing.  

- Extending support for safety nets to protect insurance contractors.   
- Promoting the development of environments that facilitate shareholding in the household 

sector.  

(3) Ensuring safety nets (Support for small and medium enterprises experiencing funding 

difficulties, and reinforcement of employment measures) 

                                                  
※ 1 CDS (Credit Default Swap) is a contract which promises to cover losses concerning certain 

securities in the event of a default. The total outstanding balance in negotiated credit default 

swaps in the world was 58 trillion dollars as of the end of 2007, according to BIS. 
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Further reinforcing safety nets in terms of financing, to support small and medium 
enterprises which are, in general, more vulnerable to financial insecurity and business 
downturn.  
- Expanded credit guarantee systems and loan programs involving government affiliated 

financial institutions  

Further reinforcing safety nets to address employment issues.  
- Job security for non-permanent workers, job assistance for the elderly, and additional support 

for women to have both family responsibilities and career opportunities.  
 

(4) Enhancing potential growth for ensuring economic growth  
 

The Government should immediately initiate efforts to enhance growth potential through 
technological innovation and human resource development, by making a shift to an 
economic structure which is more efficient in resource and energy use in a medium- to 
long-term prospect. 
- Realization of the taxation reform for strengthening vigor of the economy (including a tax cut 

for equipment investment that encourages economic structural transformation, and seamless 
design of both the taxation and social security benefit payments for reinforcing incentives for 
low-income groups’ job experiences) 

- Response to issues concerning the environment and energy sectors (by facilitating the 
introduction of new energy sources, and developing and promoting energy-efficient housing)  

- Support for regional vitalization (including the creation of stronger agriculture)  
- Creation of new businesses and new industries (including the supply of risk money and 

regulatory reform)  


