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Abstract

We survey the macroeconomic stagnation and �nancial problems in Japan. The
�nancial sector assessment includes separate analyses of the commercial banks, the
life insurance companies and the government's �scal investment and loan program
(FILP). We estimate that the Japanese taxpayer will have to pay at least another 100
trillion yen (20% of GDP) to cover �nancial system losses. We explain how the current
dysfunctional Japanese banking system misallocates funds by keeping many insolvent
�rms in business. These ine�cient �rms crowd out potentially pro�table ones and
worsen macroeconomic stagnation. A sustained macroeconomic recovery requires
serious restructuring aimed at stopping this cycle.

Citation

Hoshi, Takeo, and Anil K. Kashyap. 2004. "Japan's Financial Crisis and Economic
Stagnation ." Journal of Economic Perspectives, 18 (1): 3-26.

DOI: 10.1257/089533004773563412

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

https://www.aeaweb.org/
https://www.aeaweb.org/articles/pdf/doi/10.1257/089533004773563412
https://www.aeaweb.org/privacypolicy


JEL Classification

E44 Financial Markets and the Macroeconomy

E52 Monetary Policy

E62 Fiscal Policy

G21 Banks; Depository Institutions; Micro Finance Institutions; Mortgages

G22 Insurance; Insurance Companies; Actuarial Studies

G28 Financial Institutions and Services: Government Policy and Regulation

O53 Economywide Country Studies: Asia including Middle East

Find us on Facebook and X (formerly Twitter).

   

Copyright 2024 American Economic Association. All rights reserved.

Terms of Use & Privacy Policy

@AEAJournals @AEAJournals @AEAInformation @ASSAMeeting

@JOE_listings

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

https://www.aeaweb.org/terms-of-service/site
https://www.aeaweb.org/privacypolicy
https://www.facebook.com/AEAjournals/
https://twitter.com/AEAJournals
https://twitter.com/AEAInformation
https://twitter.com/ASSAMeeting
https://twitter.com/JOE_listings
https://www.aeaweb.org/privacypolicy

