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Notes
Expansion of Bank Credit

— In Special Reference to City Banks —

Hidechika TANAKA

As the financial deregulation advances, the reorganization of money
and capital market has influenced and changed the specialized finacial
institutions of the post-war Japanese finacial system. This paper is a
fact-finding survey of banking accounts of banks at the recent stage of
the finacial deregulation in the latter part of the 1980’s.

All banks, especially city banks, have largely increased their customers
and businesses, beginning to get over the wall of specialized finacial
institutions. The city banks are expanding the trade of stocks and shares
in particular. In loans and discounts, they are extending the period of
loans and discounts as a result of expanding the equipment funds for
small enterprises. They intend to enter the business of securities finan-
cial institutions and long-term credit banks. In deposits, the ratio of
short-term deposits and money market certificates to all deposits is
rising rapidly. For the business of city banks, both market rate-risk and
liquidity-risk are potentially increasing because they are shifting their
funds to short-term deposits and long-term investments. While domestic
finacial markets have a close relation with international financial markets,
the management of funds has started to be entrusted to short-term
deposits and long-term investments in foreign finacial markets. From
this point of view, city banks are involved in high risks and influenced
easily by the tendency of international finacial markets.

The expansion of the financial markets with the extention of bank
credits goes side by side with various high risks and the accumulation

of finacial assets doesn’t keep pace with that of real capitals.
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