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The Features of Banks’ Behaviors and Their
Backgrounds in the Bubble Economy Period
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Abstract

From the end of the World War II to the 1980’s, the system of indirect financing had dominated in
the Japanese financial and economic structure. In order to keep this system, management of the

banking business was guarded through the regulations of both interest rates and business activities.
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As banks could always take a definite profit margin as well as new entrants to bank business were
barred by the regulation, most of the existing banks could enjoy stable development without
experiencing serious stagnations. The paper argues that the features of banks’ behaviors during the
bubble economy appeared in quantitative expansion and equal principles, administrative dependence
and conservativeness constitution. The financial structure has completely changed since around
the 1980’s. The new waves of financial deregulation, globalization and securitization became the
mainstream instead of the protection system of the convoy system. However, banks could not keep
up with these changes, increased lending recklessly possessing an idea of the regulation interest
rate era and rushed into the bubble economy. Although it is generally accepted that there are many
complexed causes of the appearance and expansion of the bubble economy, this paper focuses and

analyzes the behaviors of the banks which payed little attention to risk management in particular.

Key words: indirect financing predominance, convoy system, financial deregulation, lending for three

real estate related business, quantitative expansion principle
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