
Financial regulation in Asia  
to achieve sustainable growth 

 

Naoyuki Yoshino (Dean) 

Asian Development Bank Institute (ADBI) 

nyoshino@adbi.org 



Higher Growth Rate of Asia 
1, Production networks 
                  FDI and Export oriented Growth 
2, Political stability 
3, Population bonus (young population) 
 Uncertainly of Advanced Economies  
(1) From Export oriented Growth 
       to Domestically lead growth ?    
(2) Increase of Private Debt 
     Banking Crisis or Capital injection ? 



2015 2016 WB2016 2017 WB2017 

India 7.6 7.0 7.0 7.8 7.6 

Indonesia 4.8 5.0 5.1 5.1 5.3 

Malaysia 5.0 4.2 4.2 4.4 4.3 

Philippines 5.9 6.8 6.8 6.4 6.9 

PRC 6.9 6.6 6.7 6.4 6.5 

Thailand 2.8 3.2 3.1 3.5 3.2 

Viet Nam 6.7 6.0 6.0 6.3 6.3 

Comparison ADB ADO and  
WB GEP Economic Growth Projections 
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Table: GDP Growth, Developing Asia (%) 



Asian Financial Markets’ Main Features 

1. Bank-dominated financial system 

2. Small share of bond markets ---> 

    Needs for long term financing  

3. Lack of long-term investors are gradually growing  
 pension funds and Life insurance 

   Too much reliance on overseas’ investors ? 

4, Bench mark bond market (sovereign bond) 

      Infrastructure bond, corporate bond 

5. High percentage of SMEs 

6. Large share or Microcredit (finance 
 companies); Lack of venture capital 4 



Large share of banks in Asia   
source: IMF, A Bird’s-Eye View of Finance in Asia, 2015 
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Size of Institutional Investor/GDP 
source: IMF, A Bird’s-Eye View of Finance in Asia, 2015 

life Insurance and Pension Funds 
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Asset Allocation (JAPAN,USA,Europe) 
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Financial Regulation in Asia 
1, Bank regulation 

    Examine Loans  

       supplied by banks (and Insurance companies) 

      Reduce NPLs,     

      risky borrowers are difficult to borrow 

2, Deposit Insurance,  (Single premium rate) 

3 Pension funds are not under financial regulation 
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Japan’s Aging Population  

(Millions) 
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Source: Ministry of Internal Affairs and Communications. 

Population structure of Japan 



Facing Problem of Regional Banks in Japan 
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Facing Problem of Regional Banks in Japan 
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Fair Deposit Insurance Premium 
of two groups of banks 
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Asset Allocation by Pension funds 
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Asset Allcation by Pension Funds
ACTUAL (A) (B) ( C) (D) ( E)
Figure Short term  JGB Domestic Overseas' Foreign

Stocks Stocks Bonds
1985/3/31 15.22% 31.90% 42.31% 5.28% 5.28%
1990/3/31 18.10% 9.75% 56.77% 7.69% 7.69%
1995/3/31 18.54% 27.40% 34.72% 9.67% 9.67%
2000/3/31 7.91% 23.98% 43.96% 12.08% 12.08%
2005/3/31 10.04% 26.62% 28.46% 17.44% 17.44%
2010/3/31 8.11% 35.26% 21.29% 17.67% 17.67%
2015/3/31 12.34% 35.22% 15.10% 18.67% 18.67%
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Percentage of US and Japanese household  
Investment trusts and Mutual Funds 

  



Fees and Commissions of Distributors 

Maximize Fee and Commissions (Distributors) 

Investors --- maximize Return 

Trust Fees & Commissions= α（A＋Dividend) 
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Mutual Funds – Holding Period 
Fee Structure is important 
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Changing Economic Structure 
by Digital Finance 

1, Supply of Fund by households 
Financial Inclusion through mobile phones 

2, Various financial products can be supplied 
through mobile phone 
3, Financial education, financial literacy 
4, Business can access to finance 
            directly through digital technology 
 



Development of Financial Technology 

1, Access to financial products through mobile phone 

2, Financial products can be supplied from overseas  

3, Households can shop around various financial products through 
mobile phone 

4, Financial education will be very important 

5, Amazon --- Book market 

 Many people purchase books through internet 
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E-banking, E-commerce 

Trade Credit 

   high cost of sending money to overseas 

New Entry to Transaction service 

traditional banks are so expensive 

SONY and YEON retail store enter the business 

Finger print identification by mobile phone 

Individual identification – SS number 

Start up Business --- Internet Access 

 Overseas players sell financial products 
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Financial Regulation 

<Single Regulator> 

Banks, Insurance, Trust Funds,  

Finance companies, Securities 

<IT Industries come into financial service> 

Cash transfer 

Purchase of various goods through internet 

Deposit taking 

<International Coordination of Regulation> 
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Small and Medium Sized Enterprise (SME) 

Venture business 
Toyota, Honda, Seven Eleven, Nintendo 

Nintendo could not borrow from Mitsubishi bank. 

HONDA was not supported by government. 

Mr. HONDA worked at SME as a repairman.  

Mitsubishi-bank made loans to HONDA. 

How to finance start-up business ? 

   Raising funds through digital technology 
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Barriers for SMEs in Access to Financial Institutions 
Collateral requirement, higher rate of interest  

29 
Source: ADB–OECD study on enhancing financial accessibility for SMEs: Lessons from recent crises. 

Mandaluyong City, Philippines: Asian Development Bank, 2013 



Access to Finance by SMEs and Large 

Firms in Japan (Bank of Japan) 
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Government Support Programs of SMEs 

1,  Grant,    

2,  Subsidies 

3,  Government Bank Loans 

4,  Credit Guarantee  

5,   Big data will allow us to reduce  

                 information asymmetry of SMEs 
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Optimal Credit Guarantee for SMEs 
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Factor Loadings of Financial Variables 

after Direct Oblimin Rotation 
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Grouping Based on Principal Component 

(Z1-Z2) and Cluster Analysis 



Credit Rating of SMEs using Asian Data 

(i) Sales   

(ii) Assets  

(iii) Liquidity (Cash) 

(iv) Total Debt 
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Financial Education for SMEs 

SMEs are working hard to make profits 

   they are experts in manufacturing 

SMEs do not know how to manage assets 

   they lose money by asset management 

School education 

Financial education for Adults 

Financial education for Senior people 
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On-line finance  
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Possible Solutions 
Start up businesses, farmers 

 Hometown Investment 
Trust Funds 
-------------------------------------------------
- 
A Stable Way to Supply Risk Capital 

 
Yoshino, Naoyuki; Kaji Sahoko (Eds.) 
2013, IX, 98 p. 41 illus.,20 illus. in color 
 
Available Formats: 
 
ebook 

Hardcover      Japan, Cambodia 
Springer         Vietnam, Peru 
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Strawberry 
Products 
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 Regulation of Money Lenders  

1, Money lenders,   Interest rate = 96% in Japan, (Loan Shark) 

2, License --- Banks 

    Registration --- Finance companies 

3, New Finance Company Law 

(i) Highest interest rate = 20% 

(ii) Amount of borrowing < 1/3 of Income 

(iii) Minimum Capital requirement 

(iv) Paper test to run business 

(v) Self regulatory organization was set up 

       two steps of monitoring and supervision 

(vi) Consumers’ hotline 
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Financial Education for Individuals 
Education Program and School Education 

1, Financial Education Council 

      FSA (Financial Services Agency),  

      Ministry of Education, Cabinet Ministry 

      Ministry of Consumer Protection,  

      Chairperson, YOSHINO 

      Central Bank of Japan 

 Various Financial Associations 

    (Bankers Association, Stock Exchange) 

2, Text books, Educate School teachers 
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 For the Students 

1, Subjects are nothing to do with their daily life,  72.9 % 

2, Difficult to understand,               62.6 % 

3, Lack of textbook material            26.6 % 

Teachers’ awareness 

1, Teachers admit importance of financial education in order to 
become wise consumer,     73.5% 

2, Students need to understand how financial activities are 
related to economy and society                                                                    
44.6% 
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Macroeconomic Effects of 
Financial Education 

(1) Households’ Asset Allocation (Diversification) 

Y-T = S + C = (D + B) + C                              …………(1) 

(2) Aggregate Supply Curve (SME and corporation) 

Y-Yf = a1（Pe-P) + a2 L + a3 (B + v)              .………..(2) 

(3) Aggregate Demand Curve (Corporate fund raising) 

Y = b1 + b2 L + b3 (B + u) + b4 G                 …………(3) 

(4) Increase of Expected Outputs 

dE(Y)= -b2 dE(S) + b3 (dE(S) + du)              ..………..(4)  

(5) Risks  V(y) = b3 V(S+u)                           ………….(5) 
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Transmission of Financial Education 
1, Efficient allocation of assets by households 

2, Long-term perspectives of households 

3, Enhance wellbeing of individuals  

4, Diversify corporate fund raising 

5, Efficient cash management of corporations 

6, Transparency of SMEs (small enterprises) 

7, Promotion of start-up businesses 

8, Enhance economic growth 

9, Efficient time allocation of financial institutions 

 

52 



Highway 

 (User charges) 

(low rate of return) 

            

    Non-affected       

                     region 

 

Non-affected region 

Private investment 

     SME development 

Employment 

Spillover effect 
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Spillover effect 
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Injection of Increased Tax revenues 
 

actual rate of return 
 
 

Increase of tax revenues by 
spillover effects 

 
               user charges                 time 
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Completion 

The Southern Tagalog Arterial Road  

(STAR Highway), Philippines, Manila 

Tax Revenues in three cities 
Yoshino and Pontines (2015) ADBI Discussion paper 549 
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Crowd In 
  

or 
 

 Crowd 
Out ? 

           1956-60 1961-65 1966-70 1971-75 1976-80 1981-85  

Direct effect  0.696 0.737 0.638 0.508 0.359 0.275  

Indirect effect(Kp) 0.452 0.557 0.493 0.389 0.270 0.203  

Indirect effect(L) 1.071 0.973 0.814 0.639 0.448 0.350  

100% Returned case 2.189 2.075 2.050 2.022 2.002 2.010  

 50% returned 0.762 0.765 0.653 0.514 0.359 0.276  

 % increment 1.095 1.038 1.025 1.011 1.001 1.005  

         

             1986-90 1991-95 1996-00 2001-05 2006-10   

Direct effect  0.215 0.181 0.135 0.114 0.108   

Indirect effect(Kp) 0.174 0.146 0.110 0.091 0.085   

Indirect effect(L) 0.247 0.208 0.154 0.132 0.125   

100% Returned case 1.961 1.959 1.949 1.952 1.953   

 50% returned 0.210 0.177 0.132 0.111 0.105   

  % increment 0.980 0.979 0.975 0.976 0.977  
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Declining Effects of Monetary and Fiscal Policies 
Yoshino, Farhad and Miyamoto (2017) Credit and Capital Market 

(a) Effects of an expansionary monetary 

policy 

(a) Effects of a positive government 

investment shock 

(a) Effects of an expansionary monetary 

policy 

(b) Effects of a positive government 

investment shock 

  

 



Structural 
Problem: 
 
Aging  
Population 
 
Yoshino-Miyamoto 
(2017)  ADBInstitute 

  

  

Source: Yoshino and Miyamoto (2016). 



Declining Bank Loans 

66 



67 



68 


