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BPS (#) 11,916 14,182 14299 15136 15,965 16,860 17,799
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Mapping the 10-year credit cycle and key events

A cycle ends in about 10 years

Credit expansion

Last stage
Current Sep 87  Tateho shock
Nov98 TFB shock
Jun 03 VaR shock
Autumn 2016 .. Jul 16~  YCC shock?
A
7!
/
/

Credit expansion
Middle stage

Mar 87
Dec 94
Jul 97

= ’
Fed liftoff /
(second wave) /I

HAutumn2015

Black Monday
Tequila crisis

Asian currency crisis
RMB devaluation shock

JGB bubble bursts =~

Financial crises
(third wave)

1988 S&L crisis

Dec 89  Japan stock bubble burst

Oct 97 Japan banking-sector crisis

Oct 98 2nd banking-sector crisis

Feb 00 IT bubble burst

Jul 07 Subprime crisis

Sep 08 Lehman bankruptcy

2019~  US corporates/China properties?
A

Credit expansion Aug 15
Early stage A/ /s
Aftershock [ v ) )
(First wave) [ / Credit contraction
/
Aug 82 Latin American debt crisis '-' / 7
Oct 02 Banking-sector crisis i/ I/
Cyclical bottom Jul 12 Euro Area debt crisis i/ /
,':II //
h
End to crisis / cyclical bottom | | Fed hiking cycle begins | | ECB/BOJ rate hikes | | Fed ends rate hikes | [ Recession
us Japan Europe us Europe Japan us us Japan Europe
1980s Nov 82, Feb 83, Sep 82 Dec 86 Aug 88, Apr 89 Feb 89 Jul 90, Feb 91, Mar 92
1990s Mar 91, Oct 93, Sep 93 Feb 94 (Jun 99) Nov 99, Jul 00 Mar 97 (May 00) Mar 01, Nov 00, Jan 01
2000s Nov 01, Jan 02, (Aug 03) Jun 04 Dec 05, Jul 06 Jun 06 Dec 07, Feb 08, Mar 08
Dec 13 (QE taperina) Jul-Sep 18? -

2010s

Jun 09. Mar 09. Jun 09
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Item Observation

Retained earnings are increasing in the form of cash & deposits

There are issues with the level of investment in capital equipment, human resources. and
R&D

(1) Investments and retained earnings

- Companies are not making bold decisions, on the selection of businesses, for example, in
(2) Management decisions in response 10 | response to changes in the business environment
changes in the business environment

Management awareness of capital costs needs to be raised

Measures to train up and appoint CEOs are inadequate
Need identified to promote effective fulfillment of roles by outside directors

(3) CEOs/executive boards

(4) Cross-shareholdings No progress has been made reducing cross-shareholdings
(5) Asset owners Acceptance of the Japan Stewardship Code by corporate pension funds is low
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. 1 Health management support (devices and apps)
Vital signs and health data__| :—?—Emm (WWatashi Move) i
— — - ~University of Tokyo + Rizap (social cooperation courses, stc) |

.Apple Watch =
|

| ~Tokai + TDK ‘

A | «NTT Docomo (Watashi Move) |
=Apple Watch

« Alsok (Marmorukku) [

Medical and health | “Toksi + TDK (24 -hour remete menitaring) |

5 -MRT (Pockel Doctor) |
I -Medpeer (first call} ‘

Vital signs measurement devices

«Toray (bio-elecirode conductive fiber: hitos), others
4 +Cyberdyne (vital signs sensor)

=Medpeer (first cally

+M3 (G-TAC)
Genequest, DeMA, elc

=Eisai (hihc Data Creation Canter), :jllgg:zss& pr:maca '
| ather pharmaceutical makers intervantion, elc
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Figure 4: Decrease in productive-age population Figure 5: Transition of labor shortage DI
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Image of abilities and skills to be required for the fourth industrial revolution

y e Functionalexportso

Expertise ~ (e.g. management strategy,
'~ marketing) '
Abilities which have been emphasized Newly emphasized abilities
i Language ability (mother tongue)/ Fundamental Language ability to communicate
Literacy numerical ability in English/literacy concerning information, data and IT
(What is called “reading, writing, and arithmetic*) (Abilities to utilize information, data, and IT
1o find and solve problems)
Core abilities ivi Finding and aratartent Hurman touch
Creativity solving problems 9 communication
Mindset Challenge spirit Aw{areness of Understanding of different
self-improvement cultures and diversity
Source: Agenda of New Industrial Structure Committee, METI, etc. 28
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