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10 years after the Global Financial Crisis

- How has the World Economy changed and where will it go? -
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Preface

It is almost 10 years since the Lehman Brothers went bankrupt in September 2008. The
world economy seems to have finally gotten on a stable track but inflation pressure is still
weak generally and market rates have been on a dramatically low level compared to the
previous boom periods. Growth of wages has been slow not only in Japan but also in the US
and Europe.

How should we understand and address this situation of “three lows” of low inflation, low
wage increase, and low interest rate from the standpoint of advanced economies like Japan
and Western countries and emerging economies like China and other developing countries?
Under these circumstances, how should we modify financial regulation? In this regard, we will
also have to take into account the issues of Fintech which is changing the whole picture of
financial world.

With these points in mind, the Institute for International Monetary Affairs held on February
22 a symposium titled “10 Years after the Global Financial Crisis — How has the world
economy changed and where will it go? —.* We invited prominent experts from home and
abroad and we had the pleasure to have very active discussions on the basis of current
situations that the panelists represent, namely, Japan, the US, the EU, and Asia including
China.

This is a record of speeches of the panelists of the symposium and discussions in the
panel discussion session. We would be happy if this will be of some help to those who are
interested in the issues concerned.

July 2018
Institute for International Monetary Affairs
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Masatsugu Asakawa
Vice Minister of Finance for International Affairs,
Japanese Ministry of Finance
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Mr. Asakawa is Vice Minister of Finance for International Affairs, Japanese Ministry of Finance. Since he joined the
ministry in 1981, he had held many senior positions, including Director-General of the International Bureau. He
previously served as Executive Assistant to the Prime Minister (2008-09). He also held senior roles at the IMF and the
Asian Development Bank. Besides, he served as Chair for the Committee on Fiscal Affairs, OECD (2011-16). He
obtained his MPA from Princeton University in 1985.
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Diwa C. Guinigundo
Deputy Governor for the Monetary Stability Sector,
Bangko Sentral ng Pilipinas
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Mr. Guinigundo is Deputy Governor for the Monetary Stability Sector, Bangko Sentral ng Pilipinas, which he has been
serving for 40 years. He has since 2000, co-chaired the South East Asian Central Banks (SEACEN) Experts Group on
Capital Flows with Bank Negara Malaysia and in 2010-13, the ASEAN Senior Level Committee on Financial Integration
and again co-chairs in 2016-18. In 2009-12, he chaired the EMEAP Central Bank Deputies Monetary and Financial
Stability Committee. He was Alternate Executive Director at the IMF in 2001-03 and also chairs the SEACEN Task Force
on SEACEN membership.
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Randal K. Quarles
Vice Chairman for supervision,
Federal Reserve Board
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Mr. Quarles was sworn in as Vice Chairman for Supervision for the Federal Reserve Board on October 13, 2017. Prior
to his Board appointment, he was founder and managing director of the Cynosure Group, and before that, a partner at
The Carlyle Group. From September 2005 to November 2006, and from January 1991 to January 1993, he held a
number of positions in the United States Treasury Department. Prior to, and in between, his service at the Treasury, he
was a partner at Davis Polk & Wardwell.
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Klaus Regling
Managing Director, European Stability Mechanism
CEO, European Financial Stability Facility
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Mr. Regling is the current and first Managing Director of the European Stability Mechanism. He is also the CEO of the
European Financial Stability Facility (EFSF), a position he has held since the creation of the EFSF in June 2010. Mr.
Regling has worked for 40 years as an economist in senior positions in the public sector (IMF, German Federal Finance
Ministry) and the private sector (Moore Capital Strategy Group, German Bankers’ Association) in Europe, U.S., and
Asia. From 2001 to 2008, he was Director General for Economic and Financial Affairs of the European Commission.
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Andrew Sheng
Distinguished Fellow, Asia Global Institute, The University of Hong Kong
Chief Adviser, China Banking Regulatory Commission,
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Mr. Sheng is Distinguished Fellow of Asia Global Institute, The University of Hong Kong. He is Chief Adviser to China
Banking Regulatory Commission, Chairman of Khazanah Research Institute, a Board Member of Khazanah Nasional
Berhad and a member of the international advisory councils of China Investment Corporation, China Development
Bank, China Securities Regulatory Commission, Securities and Exchange Board of India and Bank Indonesia Institute.
He writes regularly commentary on global issues for AsiaNewsNet, Project Syndicate and for Caijing and Caixin
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Hiroshi Watanabe
President,
Institute for International Monetary Affairs
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Mr. Watanabe after graduating from the University of Tokyo joined the Ministry of Finance (MOF) in 1972. Before
retiring as Vice Minister of Finance for International Affairs in 2007, he occupied various senior positions in the
Taxation Bureau and others at the MOF. He later took high positions in the Japan Policy Bank and the Japan Bank for

International Cooperation (JBIC) before his appointment as the President of JBIC in 2013. Since October 2016 he has
been the President of the IIMA.
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Managing Director,

Institute for International Monetary Affairs
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Mr. Kurauchi joined the Bank of Tokyo (presently MUFG Bank, Ltd.) in 1978. He took up many important posts

including Deputy Chief Executive of Global Business Unit of the Bank as Senior Managing Executive Officer. Since July
2014, he has been Managing Director of the [IMA.




H ¥ Contents

H ASFERR

Japanese Version ® 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.0 0 0.0 0 0 0.0 1
FERERR
Enghsh Version .................................... 52

R VRT T MIEICHFFETITONE Lz, HARGEMRITHEGE TORERzE B9t
FrCRIER L= b D TF, WEIZOWTIE, HERDS B AGERUZEE L E T,
The Japanese version is based on the transcript of the speeches and

discussions which were mainly conducted in English. Regarding the

contents, the English version takes precedence over the Japanese version.




H ASGEhR

Japanese Version



Occasional Paper No.36

%26 0] EEAeR S R T T A

7 m =R 5 10 4
IR LIRS . £ 0 L AR ORY

(HAEER)

20184 2 H 22 H RRMHEHEAE

L
A= nMEEA ERERHRR



Bk

L B R T ettt 1
BN RR (ERCEERERT SHHEE)

2. EHEEMY VAT T ADBEIZEE L T 7
D s (ERCEENEs BER)

3. HRSRAEME D KERRIT ..o 8
FUEN K 73—V R CKEEMEREEREIER)

4. HREBAEBROBKINCTIIT DBORIIR ..o 11
IR VTV T BRNEERA I =R DRI

5. TOZNEENDEREBET DHE oo, 14
TUvRVa— vy (FEBRET VT 70— A"V HREFHH 7 v —,

HEGTEEEETEERSEREM)

6. A BELHFIZIOTHFILT B ASEAN OBFTEH]. oo, 18
74T+ CF¥=Ty Ry (74 ) CrhREITRFEE)

7. BARREOBIREHI2 2 RREIEORBEBIR. ..o, 22
B R (BEMBE)

8. IXNRIV ¢ T A AT DU FE U oot 26



1. AEXE—F
AR RX (EFEEIRAT EHEE)

SRR A FOEEE BEROERR, ZAICBIE, EHERERY
VIRVUALIBELLEZSVFIZHY N E ) TIVET, K
i 17 a— L Eman s 10 4~ L7 iR,
ZOHFESHRORELE~] L, #E 10 FRE O TR
DEEZDE R, ZLTAEBORBLIZONT, #HikE —
FEICHERE L T E & BT,

BN, SIS, Za— SLEealfafk L 0% o 10
FERNZRIT D IRRFE DHERBIZOW T TR L. iEam o dhm
B Rk i § S A QY el alk= S A -5 A VA= i

1. Z7ao—NLEmEgIREL-EER

10 FFRID 7 v — SRl A IRV IR D & 2 OEENZRG & &1 KBV T T T4
L RNTLORETLE, LovL, BAMZFRERKEE LT, EENRES 7 m—2REK L,
AR RT VAT 4 7 EOERMBNARE LIZICHE b T, SRl Y 27
BSOS R OEREIH - BN, ZROICTSICHIETERroZ EN R Ta E
3, BRAgICIE, EHEEGES (CDO) 7 LYy b+ T 744k« 2T v 7 (CDS) 72
EDOFT LW MIZNTET D U A7 ~OIEN AR+ TLIc, 207, 77T A L -
va v IR DEEMEO TEICH LT, St~ IEw ICMes G & 2> ThE L,

2. Zu—r Ve~ DOBIEX G

7 a— N VAREERE, 72 AT 20089 HD U —< > s va v I OFEESZITC, )k
HEE TIHEEOIEREZRWIED 5720, BRAOEMAGLERN/ KL LiT-E Lz,
H 11T, NT AV — FOBAR LSRR 2 RE <L BUFIC X 2 A& RDEAR
REMEHEOEWERDY MTbhE Lz, § 2 12, &ifisof#itz g SE57-0, Tk
FATIREME A LG L72 Y | TR SIMNE OB R BU T o720 LE LTz, £ L TH 3
W2, THEERENRILSNE LT, 20%., 29 LESREHOBFREZE T, G20 X
G ERFES (FSB) A& 7e b | EEEMZRERBH O E M Thhd 2 Lz £
L7,

B, BIERFO T X2 2 BE LT, &E - Ml © RG22 EDLR & AR nTiTH
NE Lz, FTHHERRKE o720, FEO T4 JkektH] T Lz, 4 JKE & 135 6,000
B RN T A KRREHETHY . TONKITEHE - B - 228k - BEHEDOA 7 T8



<o, DI O B S IR O BLSE b W o T2 RO EFHE T L7, ZOXREZEL
THERKIIML EF o, T/ HERERIZE > THRAEED FX TR £ L,

Policy Measures to
the Global Financial Crisis

» Measures to stabilize financial markets
v’ Capital injection into private financial institutions

v Purchase of bad assets, and provision of
liquidity to financial markets

v’ Protection of depositors
» Global financial regulatory reform
» Expansionary fiscal policy

v [China)] Economic stimulus measure of
RMB 4 trillion (= about USD 600 billion)
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Global Financial Regulatory Reforms =

» Implementation of the global financial regulatory
reforms

v’ Basel Il

v Regulation for Global Systemically Important
Financial Institutions (G-SIFIs)

v' OTC derivatives regulatory reforms

> New challenges
v" Expansion of shadow banking
v" Lower liquidity in the bond markets
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Policy Measures to
the Global Financial Crisis

» Measures to stabilize financial markets

v Capital Injection into private financial institutions

urchase of ba
dity to financial markets
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Key Points

* 20 Years after Asian Global Financial Crisis, China has emerged
as 2nd largest economy

* Huge global major transformation from Trumpian Geo-politics,
QE, Technology, Climate Change, Demographics, Social
Inequalities, regulation and intense competition

+ China adapting with 19th Party Congress roadmap towards
Quality and People-centred Growth

* Major correction of imbalances in Debt model through system-
wide regulation and transformation through technology and
innovation, at all levels

* Internet+and Made in China 2025 will be game-changer for all
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Non-Financial Sector Debt: High and Rising

In percent of GOP

Positive and Unexpected Consequences 300

+ Rapid acceleration of upgrading of city and high-speed
rail infrastructure

+ Growth spillover from coastal to inland areas, as export
sectors hurtby GFC 200

* Emergence of new Tech Platforms and FinTech

+ Beginnings of Outward FDI and RMB internationalisation

250

150 Projections
* Local government financing overshoot e
+ Shadow banking credit accelerated
+ Corruption emerges as major social issue 100

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Source: IMF Country Report No. 17/247.
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Concluding Remarks

* China is recovering due to worldwide revival in growth and trade

* Xi's 19th Party Congress focused on comprehensive reforms in
14 areas

* Top priority is People-based and Quality Growth, underpinned
by financial stability and address debt issues

* Growth areas will be strong consumer base, Internet+ and Made

in China 2025 digital transformation

* If carefully managed, 2018 could be pro-cyclical China benefiting
from global growth, plus contributing to global growth

* However, risks still remain from geopolitical accidents and policy

mistakes
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Selected ASEAN Countries: External Debt Stock
(as % of GNI)
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ETY, FH=IT, @l CORERZEBHEIRE L THRETY, £ LTEHEMIC, NS
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EEE, EOL IR Y AT MENRHDHTL X D, HROEEEE N —EEEET D 0
b LNEE A, FTEEOSBBOROIEFIZHE > T, ASEAN B35 OEARFHD U 27
WEEDLARERHY £7T, HEELHIRL, BENOREMZHER T 2BRBFEmM D L.
ASEAN O EIFIHITFHONATL X9, T TH, ASEAN (It FRHA ORI E TE 5
WREIZH Y FF, Fx ORFITE THL MBI B H 20 TT, RFENBIERTDHY
ATIIZONWTH, ASEAN 128175 CDS A7 Ly RIRNHZ A RpRiinn, £H Lz A7

el SN TEREB X ONET,

BB, BBRFEMRT NEEERARA M@ LET, —RBIX, ASEAN D4
PED T TOBROPSHADLETT, WIZL VL OMEN, £ DA v 7 T 5B OHE
ERLRREEAYA 7 VOFFEREZ TX A L C&En2ARrTEELE, A, kv
W72 A BRI OB, @Y~ s v - TA—F U ABOROENE, Wit~z & L
TONERE SO LT T, £ L THRREZIC, BEEREHOFRERESBIRFEO R,
FBEOEL 0 BE R BRI KD B TWET,
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21



7. BRREFOBRK EF -G RRBBOEFBRR
Z) R (MBEMHE)

BN S Ay ZOBEREED LOEREVEEEH AL S
TEVET, E, FEL LR Y AN LHRORIL S A
DHLET, BT HV RO ACBINTES Z L2 EITL
SHEUET,

ZH T, BEDHARFOBIIZOWTEBEHE LW LE
T, BARRF L v — LRtz il L CLisk, 2012 4224
e, HHINRTER S oo b OO REMICHIEEFH THY E
T, 2012 4 12 A DA E - = BAEO ZRRIE R, #ik
2EFHOEX ThHhoTm WS EFKREBZLTHEY £,

RICH L EFE4 L. ZoRKEERBRITZE SRR L%ICEE L TKIEZ
BRIECR . I 2 M BUEOR |, THREEIE ) LW OB SADTHEMO [ZRDOK)
DE LT R I 7 A LMEIN D O RREBER D DM E Y £ Lc, £, Bl L5
L. ERNNOEEZDOT R ) 27 A~OMFHC L 0 EBREFEERALELELZ, £ LT
AHFEICL D FARBRE & D ICHBEHMER L, SRIOFRIERFHPHED L
oo Fo, BUFE LT, BARSITEWH AL TT 7 VIHIO 2 DI ERVE A REEFIBUE O
Fhaxifb LE Lz, ZO/RER. ZEEHMMTERIOT M E M & 0RIEN 2 Sh, Rl
FERRFR D 1 RV 80 M HITE D/KUEDS HUTAEIT 110 FIRT# £ THZ N, F_N— 2 TOMRZE
EENEHLE LR,

130 Pazk  Trough Peak Trough Pazk  Trough Peak Trough Fesk Trough Pezk Trough {2010=100)

— . —  » e ——
80 | 51 months 73 months 63 months
MNov. 1986~Feb. 1991 Feb.2002~-Feb.2008 Dec.2012~
20 >4 > < 8 > < > < >
107 cyck 117 cycle 127 cycle 137 cyck 147 cyck 157 cyck

60

26 85 87 22 e 80 91 82 82 94 85 96 a7 9e 9 W o [ m M m W a:] 10 n 12 13 14 185 16 17 (year)

2014 EDOEERID & FIFIC L mRIE—BHRICE HIAL £ L2, 328 GDP 1% 2016
HEOHE 1 NS 2017 FEOF 4 WM HT T, 28 .50 12 8 P -HEkt D 7 T ARk
ERHVTEY, HOHRICEE TV ET, HAROIRERRFRIEZ N O LE L
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L9, 1AHEIX, BEDIED 2012 4D 48.5 JKM (kF GDP  9.8%) 75 2016 4FE 1T

75 JEM (A 18.9%) | :k%<ﬁ%m;£btozuiﬂi FEHEICBO T, AR AfER
(2017 4 12 A) 28 1.59 f#1C72 0 2EENF RN T 16 7 HilfE C 1 fFx 2, 2k
%%(@)HZB%E24$$U®ﬁ*Et@UiLkoSMHi BT 4 F8E T 2%HA1
#%EH LT TR, BFEOIFRER M L TV ET,

Units Pre-Abencmics Current Notes
Nominal GDP J.PY 493.0 548.7 Record high level
(trillion) (Oct-Dec 2012) (Oct-Dec 2017)
Consumption 102.3 104.2
(Private consumption integrated| 2011=100 : :
estimates) (Dec. 2012) (Dec. 2017)
Unemployment rate % 4.3 2.8 Lowest level in about 24 years
(Dec. 2012) (Dec. 2017)
Active job openings to ; 0.83 1.59 !
applicants ratio times (Dec. 2012) (Dec. 2017) More than 1.0 in all prefectures
Py 48.5 75.0
Corporate profits rillion = 0.8% of GDP =13.9% of GDP Record high level
( ) (FY2012) (FY2016)
34.4 427 : :
- R th -global fi |
Capital investment (l;lim;(n) = 6.9% of GDP - 79% of GDP ecovenng cr?sg?egeT al financia
(FY2012) (FY2016)
Business conditions
! Diffusion 12 25
(L:qrg:ut?g;%mz?s, index, %pt (Dec. 2012) (Dec. 2017) Highest level in 11 years
Indices of industrial 2010=100 94.7 106.5
production (Dec. 2012) (Dec.2017)
Nikkei 225 Stock average JPY 10'%30 21 ‘,970
(Dec. 26" 2012) (Feb21*' 2018)

FF MBS TL X 9, ARIOZFKBEIEOFRE JIXMNrE, ZO5TRET DD
HLVWOTTN, HATHLETDETE, FEBLOAKTMZELRETHS LT
WET, FH GDP EICB T 2K IHOTFLGEL 2D & FEIT 2012 5 4 UHIN G
2017 4E55 4 E-HIDOMORFRERD B 7.1% D, K¥5%E2HDTWET,

Elixnz, BENZEOBINcKEELS X, EICRMABRFEEREITL - LN TEz
FPFTHY, ZOREDITAFI AL L L T 72ix 7 LB E T, B3I
2012 FFEE S 2016 RO T 26.5 JEM G GDP ke 4.1%) ML TW2 00, i
&%iﬂ%ﬁ’%wftot®83%m(ﬂlo%)L#ﬁMLfﬁwiﬁho:@%@é
X, 77 LOMECENTSRORIR, B8 X OMRIBERE &V o 7238 L DS o
BREADPREICH L0000 LVEE A, 29 LEHBAO~ 7 mRFHRREEZ kT 5
BN R0 @R R L AR RIC RN D Z LA ML ET,

TN TIFRIC, BUEDOKERITFRRRT 2001 E VD 2 LICHONWTEFELTHWEET, 20
BRNCEZDZ EIFEHLLTTN, < & b0 L<ONDOAFRBVENARNTND &
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WET, EP IREEARETH Y, RE~OEOEMAN S HICHRE S L WS NE
Fo WIC, MBI BT B ORRIT ERHC K R R A RS, KB AT B kR
MRZT SNET,

SHORBLERMNLEL XD, BARBIFIL 2017 4£ 12 AlZ, HBFORFREL &P
BYZR 85 Al LIC W TENZ 1.9% (2017 4FE) | 1.8% (2018 4EE) L 3ELE L1,
ZAUTEICEGR A R & RS KO SEREOEKEN A TN S T, REFEE
Kk E\WE@Z)){‘}L< EWVHTFHNCE SN TWET, /2, IMF Ik BEHo TR
FHRE L 2B 2 BARE O GDP ERIL, ST OB & R E 75 & OaT
%ﬁuiuﬁ%Wﬁﬁ@@@%%%ﬁ%L\%Bﬁﬁmﬂ%‘%L%ﬁmZM9$iOW&
N6 0.9%ICENEN EFEESNE LT,

FeATE . 2020 FICBABE SN T AV v w7 « RXT Y By 7 OWERIZE D . BAR
TR NERFE L HBOEREOTFEREICLI VB LIS ZETL L I,

FY 2016 FY 2017 Fy 2018
Actual Estimate Forecas t
(%) (% Approx.) (% Approx.)
Real GDP 1.2 1.9 1.8
Private consumption 0.3 1.2 14
Private non-residential
Investment 12 3.4 3.9
Domesticdemand (0.4) [1.5) {1.5)
Private demand (0.3) [1.3) [1.5)
Publicdemand (0.1) [0.3) {0.1)
External demand (0.8) [0.3) {0.1)
Nominal GDP 1.0 2.0 . 2.5 .
¥539.3tio ¥550.3 tio ¥564.3 tio
CPI -0.1 0.7 1.1
Unemploymentrate 3.0 2.8 2.7

ZIZT 1 OFEHTAREZ &I, TeXy v (FEAMHE) BT TICT 7 AL T
52 LT, BEHOMYH GDP HEHI LD LT/ v v 7T +H0.T% Lo TRV £,
T CICHFEREORHZ TR L TWD DT, SBIIMGHFNICERZL > & T, «tf
R E i OFBSIMEOHNMC L VIBERERIITTIEED , DT 0RRS ERICIE T E
L7223, mEHCIED FREEbic X 2 e HO R EEICEm LT ET,

Z LTI O FOBBITREDORBE, TRbbHT-RRERIEIC SN > TE
o REWRENL 2017 4F 12 A 8 BITHT LWIREBER Ny r— V2 REL, ZOBREZ@E L
THAFEMERERE 0.9% (2011 ££225 2015 O 5 EFBTOIWHE)) NHED 2%I251 & L5
CLEAMEELTCRYET, 22T BOED 2 o0ETHD TAS DM & TAE
PEHEA ] [ZOWTILTZV & v E 9,
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MOEMR ST, A 7L X =Ty FERE LEEZ ITWTN GO BEICER L
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