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K1 BEERELE(LEICHED T EATE A

J=ZN
Fii RS AR | GREAEHEICHd | NTier I EA | N Tier A
(= I AT N (fiEFD) (&)

19974 (RRbBREZC i)

- 990 0.18% 990 0
H 1,000 0.20% 0 1,000
[ERNEES 1,000 0.22% 0 1,000
LHISAEE 1,500 1.83% 0 1,500
L5 1,000 0.19% 0 1,000
R 1,000 0.17% 0 1,000
W =2 1,000 012% 0 1,000
=EEE 500 0.28% 0 500
HEU 1,000 0.34% 0 1,000
KA 1,000 0.60% 0 1,000
&SRt 1,000 0.64% 0 1,000
=HEA 1,000 0.83% 0 1,000
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R 200 0.18% 0 200
B[] 200 0.30% 0 200
JEF] 300 0.51% 0 300
=R 1,000 0.19% 0 1,000
T 1,000 0.31% 0 1,000
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AARMGE AT 1,770 0.13% 1300 470
FIAGEZHE ST 600 0.07% 600 0

oI niEh, BEMEAINZICEDD 5T, £ DM HCEALLLRD
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FIC LU TEARTEADGHEMNRD SNTzTz6, milal (1997 4£1E) OEAREAIKCLENS
E30fEM BEART 7 S VERIT) M5 1000 &M (HE LRIT) X TOEND 200
BHEMEATNZ C Eich o7z GHlEZE 2 B, ZIRIH OB SEA TRHN &
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EEREES 9,000 1.71% 7,000 2,000
RN 10,000 2.16% 8,000 2,000
EENZES 6,000 1.43% 3,500 2,500
<5 8,000 1.69% 8,000 0
R 5,010 0.97% 5010 0
=H{EFE 3,000 1.77% 2,000 1,000
HEU 5,000 1.75% 4,000 1,000
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B 6,000 1.98% 6,000 0
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dep 750 1.25% 750 0
JEF] 1,005 1.91% 1,050 0
HiiEk 400 2.85% 400 0
INC ey 400 1.93% 200 0
HERT 73V — 300 2.22% 300 0
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ROT. HUTIRTT. BT, EEERTT. IHEIME T OAERIAI T — &
THb, 72, HABMICBEE U7, BAELE N80T, HiiclcBar E niciiiT
ZANNSRNT B, &0 LTI 2 —D 0 TE LTH S,
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R 4 SEY FEHE( 7 &P TN

AlogL ;" 1,087 1.61% 0.06 26.82% 77.87%
FHEFTORES ’ o ’ oo S

L D
ru.\'rm
HHEBH & 1,197 201% 0.65 -2.00% 3.40%
THE SR DL
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HOEARH ’ =i ’ o o
Inj;,
UNIOE= &N 1,088 0.47% 0.30 0.00% 424%
~EEGE
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% H GDP L E% ’ —er : I o

B2 TV 1990 £ 5 2000 4E DR FEERO I AFHHO R ERDOFIE 1.61%
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D 8% ZHBZ % 837% TH 2, IEHITIRL 0.40% M 5 #4275 15.40% F THIPHDA
Vo WESTTEARE ERETOBEEGTHD 0% (BATEAZ 5 < ZUT TOERWEYT)
M5 424% (CHHSFEERTTAY 1998 FEICZIF T2EATEA) LIENH O FIE 50 N—
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VDR KD 483% 12> 1ehd, ZOH%~ 7 aRFRENHE Ao Thbhiz 10 4]
1234 H GDP JERIT T LT 1% BEIC % LT,
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28 44 S FEHE (R 7 =P K
AlogL™
o 188 03% 0.09 26.8% 65.6%
BHEFORESR
rL—rD
bt 206 0.91% 0.72 2.00% 2.20%
EHEH & HE SR O8] 2%
Cap,;,
A 188 10.01% 146 7.10% 15.40%
HOEARLR
NINEREAGE -~ AEGa!
Injl997
' o 189 0.05% 021 0% 1.83%
19974EE D NINERBTEA
Injl‘)'?x
' o 189 0.15% 0.58 0% 424%
19984 [E D /NI BB A
Injl999
' o 189 0% 0 0% 0%
19994EFE DN EEBIEA

ERTOFIIIR 1.6% IR B & HARDOEEIEHE T O S I FHEOR INHE D
L 03% IS LK, BIHGF] L HBRFIORRZES . FBMORKITHERTE,
JERITR 091% TH B, HBEFAETOH A,
LEZBND, EEEUETO B AEARLEIZ T 10.01% THEETED SOV, Zhi
R Z ERREEIEICH LT ORINESEOBEAT AFHO T 1997, 1998 FEEEICIET
NZN005%, 0.15% EAXM o7z, 1999 FFEDBEATE AT ENHHEITICER L, EFE

BHHETIIZITTOAEWTED 0% Lk,
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&5 ENEAETORBHE

8 o 2] PR (i 22 & TN
AlogL™
o 1,095 1.85% 0.05 -10.9% 77.9%
BHEFIORER
PO
bt 1,099 222% 0.36 1.20% 3.40%
HHEF] & SR D4 H) =
Cap,;,
L 1,099 8.21% 227 0.40% 14.00%
H AR
INTERTE AR 5 B EGE!
Injl‘)97
' o 1099 0.001% 025 0% 0.51%
19974EE D NINERBTEA
Injl‘)’?X
' o 1,099 0.002% 0.15 0% 1.80%
19984EFE DN EBIEA
Injl‘)99
' o 1,197 0.012% 0.65 0% 2.85%
19994EFED I EBIEA

ENHAHETORHGFHHOTIENE, S50 DE O BHEH. THe®
FOBRFE. TNEOPENIIEIC 2% FE T, EFEEUET X D mODECKERTT & g
LTHB LR, RICH 2D FUTOTHEHHCEALLRIENEE TR DICLE LT
821% 12> Tz, ZTAUCLEND EIRBEPEICH U TOEAREAFDTFIE 1997, 1998,
1999 4EFEICIZIERITE K 0.001% ~ 0.012% ICHE > Tz,

V. SIREREER
1. HEERAY SR

NBEARTEA & EHREROBGRZHIFICT 2720, WHOICHEBINSH. D0 &
AFEADMTONTZ 1997 . 1998 42, 1999 FDHET L DT — X ZRZICHEET %, &
6 IR THBAERITEITO 1997 4EE, 1998 [, 1999 LEfEZNZNDT— X2 H
W REBTY E ] 0T L 745 IR T %o 151 H I 1997 SEFE, 2 411 H & 1998 FFE. 3
FIHE 1999 FFED T — 2 DO R 2R T, (EEEBIZERRITOR L RER T,
5 4 HORME ST NCHEE S N2 HREUESEDONNE ST A DB H ERANOF
R,
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X6 ZRETT

0 ©)] 3)
TEIBZRL: Alogl .,

HeE /i1 L]
BIRVA ¢ 19974 19984 19994
AlogL ™" 1,135 0.158% 0.107
HHOFTOMESR [0.217] [0.040] [0.077]
rh-rh 0013 0.027%% -0.004
FHEH & SR OER)E [0.021] [0.014] [0.007]
Cap;., -0.009* 0.005%% -0.000
HOEAR [0.005] [0.002] [0.002]
Inj;, 01257 0,028 -0.000
NINERTEA [0.044] [0.006] [0.006]
_— 0.083 013075 0.016

[0.073] [0.036] [0.027]
T— 28 109 109 109
T 109 109 109
R2 021 029 0.02

T REBCRERD [ I NIl R e 2 4 d
ke F ZNFNN0%, 5%, 1% B RKETHEZRL TV,

£ 6MBIX 1997 FE L 1998 FEDOEATEATEHRERZEINE T LW S H#EE
FRMESNS, 15IHTE 25HTE TWERFEA] ORI EMET. 1% LN
JVCIERICHETINICENI TH B
AW T OFER 2 ZEIC LT, RICHTOBEDEHREROME M ZERT 57z
DITISHIV « T—=RIHTCiEds,

2. ZI-H TN

RTEH) - T—E2WORERZERT, K6 LRI U GBALUIERIRT TOEH
MERTHS, LML, FITOMEDELKEROHNZZR L THEILDT— X%
BRI LRV, 7))V« 32T VD 109 1T OMEHIT— Z % 1990 4EH 5 2000 4
ETONRHKI - T—=R2ELTHMLTITL,
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X7 ZBEET

o | @ ® @
DEIRARL: Alogl .,
HerE Siik ISV F—&
REf e & FRE I &
T 2R REREE SR | EAREESE | R R
(BHETIL) ZEREF)

AlogL™ 0.014%% 0.020%% 0.028% 0.020%
BIGEI O ESR [0.005] [0.005] [0.011] [0.010]
rh-rh -0.005 0008 0.032% 0.008%*
FHaeF & SN OBH 2 [0.006] [0.003] [0.017] [0.004]
Cap; , -0.000 0.001 0.002 0.001
HOEARLR [0.001] [0.001] [0.002] [0.001]
Inj;, 0,014 0.0207 0.0287 0.020%
NS TN [0.005] [0.005] [0.011] [0.010]
AlogGDP, ., 0.857%
% H GDP i EZ [0.110]

- -0.008 0019 0.046 0019
e

[0.011] [0.013] [0.050] [0.016]

T—2H 978 978 978 978
RITEL 109 109 109 109
R’ 021

R REBCRE D[ | NI e e 2 KT
ke FZNFENN0%, 5%, 1% A EKMETHEZRL TV,

RTDO1VHEGY Y TNV « T—=29HT, X7 aRFENLOXEEZEEL
T4 H GDP REF MG ER L LTEDTH S, % H GDP OFRED E THRatic A
HEws Ziid, RADNRVWEEHITOEHMERDENEWVS T EZEKT 5,

Z T, £7D25HEHH GDP ERDSND < 7 0itiih b D&z /71 a
Y hu—LdB7dic, 4H GDP KERDORD DICKMIEER R Z AN THEE L7z
HiREFRT, BRI, £ 703 ~ 4 5 EIZABISRITI 07 22 )8 U CHEE 20T IR [
EFNRICInZ . EARREERIRZ AN S, 3FIEICIERHET IV M- iRz, 45
HICREBET NV EM S TEERERT, EONERTE, £ 6 ORI EFE U<
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NIEDTEADRBUSIEE THATIICERITH %o

RV T=2 DM FHVEITOBEDO TR EROMNZE R L TE, R
ERNRE AT 7 A 5082 2 Fu—)L LTE, EEENRZ ANT
faplE ROz Za Y ho—)IL U TE, BN E NG, Slfaok, NE
EEAEANZRZT TTIRTOBHKERIE, RNEREATEAZRZT TOEWIRITED
H <o TW5, TORWEREARTAZRZI 23T LRI TOARWVETOENIEHT
RIICARETREY, BUE ETREATEADN 1 AL (BED 1%) ERIZE. B
HBRERD 20% ~ 2.8% B LA T ZHRICH D &MV b, £3IKENTZXIITH
WOFHAFHAD IR ERI 1.61% T, BATEADOTEHHEIINDORZENRE D, D
O, HEINTENIZIZT TIda L, BFNCLBITH S T EMMRE NI

3. EXIAZEZLICH TS
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Avoiding a Credit Crunch:
The Role of Capital Injections in Japan

<Summary>

Heather Montgomery

Following the global financial crisis of 2007-2008, policymakers around the
world were forced to experiment with new financial policies that were as yet
untested. Some of the most vigorous policy debates in free-market economies in
the United States and Europe centered upon whether and how to recapitalize their
damaged banks. Many policymakers looked to the experience of Japan, which
had faced its own domestic banking crisis nearly ten years earlier and grappled
with similar policy questions. This study examines the impact of Japan’s decision
to inject nearly 100 billion dollars of public funds into the banking system in
Japan in 1997, 1998 and 1999.

This study empirically analyzes the effect of the capital injections on bank
lending. However, the main objective of this paper is to illustrate how different
empirical techniques can be used to isolate various relationships in the data.
Therefore, the empirical analysis proceeds methodically, beginning with cross-
sectional analysis of a sample of 109 banks in each of the three years in which a
capital injection was carried out. The analysis then proceeds to ordinary least
squares analysis of pooled data for all 109 banks over the 10 year period of 1990
to 2000. Then panel data techniques are applied and the effect of including time
fixed effects to control for unobserved factors that might influence the lending
behavior of all banks in a given year, and individual fixed effects to control for
unobserved factors that might influence the lending behavior of a given individual
bank throughout the sample, are explored.

In addition to exploring the effects of different empirical techniques, this
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paper investigates the research question of how capital injections influence bank
lending on various subsamples of the data. In particular, the pooled OLS and
panel data analysis is carried out on the entire sample of banks, as explained
above, and two subsamples: domestic banks, which in Japan are subject to a 4%
MOF ratio capital requirement instituted by the Ministry of Finance, and
international banks, which are subject to the global standard of an 8% BIS ratio
capital requirement.

Finally, this study considers the effect of the legal framework under which
the capital injections were carried out. In the analysis of the full sample of pooled
data, the potential impact of the first round of capital injections in 1997, which
were carried out under the financial function stabilization law, and the potential
impact of the second and third round of capital injections in 1998 and 1999, which
were carried out under the early strengthening law, are disaggregated. Aside from
the research findings, this approach illustrates the use of step dummy variables in
econometrics.

The results of the empirical analysis show that on the whole, the capital
injections in Japan seem to have encouraged banks to increase lending, preventing
— or at least ameliorating - a so-called “credit crunch”. However, the effect of the
capital injection is different in significant ways depending upon the legal
framework under which the recapitalization was implemented and the kind of
banking regulation which the bank receiving the capital was subject to. In
particular, the capital injections carried out under the financial function
stabilization law were, for the most part, not effective at stimulating bank lending.
But a second round of capital injections carried out under the early strengthening
law over the following two years did effectively stimulate bank lending,
preventing a credit crunch. In addition, the effects of the bank recapitalization
program are shown to have been especially large for internationally active banks

subject to the Basel Accord’s capital adequacy regulations.
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