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Date : Tuesday, May 19, 2009 13:20-14:50

Venue : GRIPS Lecture Room L (5F) (7-22-1, Roppongi, Minato-ku, Tokyo)
Language : English Fee: Free of Charge

Organized by :FASID/GRIPS International Development Studies(IDS) Program
MAP :http://www.grips.ac.jp/about/access.html

Invitation :http://www.fasid.or.jp/kaisai/090519/info.pdf

Lecture Materials: I ,http://www.fasid.or.jp/kaisai/090519/material 1.pdf
Lecture Materials: II ,http://www.fasid.or.jp/kaisai/090519/material 2.pdf
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Kindly register till Monday, May 18 by e-mail (kouza@fasid.or.jp) with your name, affiliation, official
position and TEL.
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~ Abstracts ~

The subprime crisis started when the American public suddenly realized the wealth that they thought
they had possessed did not exist. It is as if a person had made a mistake on a figure of the winning
number of a lottery. Then what will Americans do? They will have to reduce spending in accordance
with the newly perceived level of wealth. Her neighbors will also have to contract their economic
activities because of the reduction of export demand from America.

The basic characteristic of the present crisis can be stated:

(1)  Epicenter of the crisis was the United States, and the economies of its neighbor had been
fundamentally sound until the onset of the crisis.

2 Now, the neighboring countries sometimes could suffer more from the sparks than the epicenter
itself.

(3)  Transmissions of crisis start from the asset market and then spill over to flow markets.

Therefore, the remedy should encompass not only the flow dimensions such as consumption,
investment and output, but also the stock dimensions such as stock prices, bond prices, and exchange
rates. Under the (near) zero interest rate, the BOJ should consider buying untraditional credit
instruments such as medium or long-term government bonds, private bonds, and equities.

The government should give priorities to the policies to affect the asset prices rather than emphasizing
welfare policy agenda through fiscal expenditures. | do agree with some of the purposes of welfare
policies. It is the time to concentrate emergency refuge operations rather than to plan for the future.

As President Obama as well as President Roosevelt showed, an important condition for an excellent
leader is that she or he can foster the atmosphere of hope so that the economy will land to the
self-fulfilling optimistic equilibrium. I hope the Japanese government will understand the importance of
asset prices and sound expectations about the future.



