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The Financial Structurein the 1990s
in Terms of the Flow of Funds Accounts
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Thispaper analyzes Japan’sfinancial structurein the 1990s on the basis of the flow of funds accounts
released by the Bank of Japan in September. The analysisfinds that indirect finance has gained greater
prevalence on the surface during the past decade, in terms of the theory asto direct and indirect finance
that was proposed by Gurley, Shaw and has cometo stay in Japan.

If financing by means of government bondsistaken as direct finance, Japan’s financial structure has
gonethrough drastic changes during this decade. Consequently, the monetary economy reflects dramatic
changesin the real economic sector. | ndeed, nonfinancial corporation have begun to focus on financial
surplus, while hausehold have hesitatingly accumulated nonrisk assets, causing meaningful changesin the
assetsand liabilities held by financial institutions.

One of the challenges for the coming decade is how to rectify this extraordinary development that has
appeared in the flow of fund accounts. It isin essence the question of soft landing of huge amounts of
government bonds and postal savings. How to achieve this still remainsunclear, but there hasemerged a
notable, though numerically modest as yet, phenomenon in securitiesinvestment area.
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GRS 90 ARAC D SRl

#*9 £EhEREE (Hfr 10f2H)
G| &REE (A) I (B) & (C) 5| LEEE (A) It (B) & (C)

59 39,556 49,575 0.798 79 1,175,348 1,160,107 1.01
60 48,121 59,718 0.8 80 1,305,708 1,336,823 0.97
61 60,739 72,544 0.83 81 1,444,793 1,473,575 0.98
62 72,503 83,854 0.86 82 1,565,345 1,565,530 0.99
63 89,631 93,638 0.95 83 1,733,468 1,623,371 1.06
64 105,659 108,211 0.97 84 1,919,649 1,697,371 1.13
65 122,850 118,719 1.03 85 2,131,549 1,804,568 1.18
66 143,118 137,530 1.04 86 2,452,772 2,081,070 1.17
67 169,522 164,172 1.03 87 2,799,023 2,540,129 1.1
68 196,991 197,574 0.99 88 3,231,012 2,763,129 1.16
69 258,363 241,045 1.07 89 3,706,071 3,152,070 1.17
70 295,788 294,784 1 90 3,663,418 3,473,167 1.09
71 352,595 349,849 1 91 3,802,728 3,360,057 1.13
72 463,701 469,108 0.98 92 3,721,667 3,183,423 1.16
73 558,191 620,063 0.9 93 3,852,582 3,151,583 1.22
74 617,935 682,969 0.9 94 4,017,664 3,139,830 1.27
75 701,376 737,424 0.95 95 4,171,017 3,118,492 1.33
76 815,975 811,957 1 96 4,272,980 3,100,345 1.37
77 905,180 876,735 1.03 97 4,302,249 3,139,440 1.37
78 1,051,082 980,815 1.07 98 4,334,171 3,072,823 1.41
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