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Presentation by Sayako Konno and Masahiro Higo (BoJ) -
Highlights

1. Importance of the household sector in Asia
2. Significant but imperfect development of statistics in Asia

3. Need to develop financial accounts
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(1) Importance of the household sector in Asia

Main points:

® Shift towards household demand after the Asian crisis
® Higher household debt

® Financial stability risks if asset prices correct

® Emphasis on macro prudential measures

F” A few BIS views on financial cycles, asset prices and macro
prudential tools
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=» Financial cycles: peaks tend to coincide with crises?
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The financial cycle as measured by frequency-based (bandpass) filters capturing medium-term cycles in
real credit, the credit-to-GDP ratio and real house prices. Vertical lines indicate financial crises emerging
from domestic vulnerabilities. 2 Indonesia, Hong Kong SAR and Singapore. Sources: National data; BIS;
BIS calculations.
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=>» Role of asset prices

® Property prices play a Countries where house prices corrected

role in determining the downwards after the 2007/08 crisis
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=>» Are macro prudential measures sufficient?

® BIS advocates a macro prudential approach to banking supervision
and requlation to lessen procyclicality and mitigate systemic risk.

® Can be a complement to, rather than a substitute of, other economy
policy actions during financial booms.
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12 9 20
9 6 16
6 3 12
3 0 8
0 -3 4

IIII|IIII|IIII|III_3‘IIII|IIII|IIII|III_6IIII|IIII|IIII|IIII0

96 98 00 02 04 06 08 10 12 96 98 00 02 04 06 08 10 12 00 05 10
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Sources: BIS Quarterly Review, September 2012, pp 37-49.
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(2) Significant but imperfect development of statistics in Asia

Main points:

® Insufficient data available

® Too much focus on bank credit

® Role & limitations of house prices

® Pros (distribution information) and cons (macro consistency) of
survey/micro data

“F” Recent BIS statistical initiatives (house prices, total credit, global
liquidity)

Irving Fisher Committee s [ :
on Central Bank Statistics = =y Restricted 7



=>»BIS dissemination work on house prices

® 19th Data Gaps Initiative (DGI) recommendation to improve the
availability and dissemination of country data on property prices.

® BIS long-term data set to support financial stability analyses

Long + detailed series
Detailed series +
unpublished long series
Only detailed series
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=>»Credit to the private sector
® BIS total credit to private non-financial sector: all loans, foreign &
domestic, plus corporate debt securities.

® [xtension of total credit series using domestic bank credit and BIS
cross-border bank credit.

600
500
400 Bank credit
FlnanCIaI Accounts ——RI5_MACRO:ACHACIF:93
300 —BI5_MACRCIICNFAIE: DS
- -B15_MACRO:Q:GCHAIL:LO
—BI5_MACRO:CGCHAIELL
s BI5_MACROOGFHAIE ST
Bank credit +
200 cross-border credit
Monetary aggregate
+ cross-border credit
100
Monetary agg[egate Cross-border credit {B|S::
[i]
1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

Irving Fisher Committee i i "r’__‘ == " s ' )
on Central Bank Statistics = wiiate ) ; 7 . Restricted



=>»The importance of global liquidity

Global credit in US dollars, euro and Japanese yen to the non-financial sector

. BIS GlObal L[qutdity Stocks, in trillions of US dollars Year-on-year growth, in per cent
. US dollar credit
Indicators.
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of funds, excluding identified credit to borrowers in non-domestic currencies (ie cross-border and locally-extended loans and outstanding
international bends in non-domestic currencies). © Cross-border and locally extended loans to non-banks outside the United States/euro
area/fJapan. For China and Hong Kong SAR, locally extended loans are derived from national data on total local lending in fereign currencies
on the assumption that 80% are denominated in US dellars. For other non-BIS reperting countries, local US dollarfeuro/Japanese yen loans
to non-banks are proxied by all BIS reporting banks' gross cross-border US dollar/euro/Japanese yen loans to banks in the country, on the
assumption that these funds are then extended to non-banks.

Sources: IMF, International Financial Statistics; Datastream; BIS international debt statistics and lecational banking statistics by residence.
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(3) Need to develop financial accounts
Main points:
® Key for compiling households balance sheet
® Stock / flow consistency of the Flow of funds
® Approach by sector (vertical) / by instrument (horizontal)

® The new SNA - treatment of corporate pension funds

¥~ Ongoing improvements
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=» International initiatives on financial accounts

® G20 DGI recommendation # 15: “.. to promote the compilation
and dissemination of the balance-sheet approach, flow-of-funds,
and sectoral data more generally ... data on nonbank financial
(nstitutions should be a particular priority.”

® [rving Fisher Committee on Central Bank Statistics (IFC), the
forum of central bank economists and statisticians: regional
workshops on financial accounts.
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=>» Consistency with the SNA framework

® Matrix showing financial flows and positions (assets & liabilities)
within the economy.

® financial accounts consistent with the national accounts framework...

® ..at least in a weak sense.

Goods and services account

Production account
Value added/GDP

Generation of income
account
Operating surplus

Distribution of income
account
National income

Secondary distribution of
income account
Disposable income

Use of income account
Saving

Opening balance sheet:

Accumula

tion acconts:

Closing balance sheet:

Net worth
MNon-financial assets

Capital account
Net lending / net borrowing

Other changes in non-
financial assets

Net warth
MNon-financial assets

FINANCIAL POSITIONS
AND FLOWS

Financial assets and liabilities

Financial account
Net lending / net borrowing

assets and liabilites
MNet other changes

Other changes in financial

Financial assets and liabilities
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= From-whom-to-whom accounts

® Financial assets and liabilities of institutional sectors broken
down by counterparty sector: who s financing whom, for how

much, and with which instrument?

® Integrated sectoral financial accounts with three-dimension
tables: by type of asset-liability / creditor sector / debtor sector.

Lending sector

Borrowing sector

Financial

corporations

A

L

Non-financial
corperations

A L

Households

A L

Government

A L

Rest of world

A L

Financial corporations
- Instruments

Non-financial corporations
- Instruments

Households
- Instruments

Gavernment
- Instruments

Rest or world
- Instruments
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=» Remaining issues from a BIS perspective

® Decomposing the “Rest Of the World ” — cf insights of the BIS
international banking statistics

® (Cross-border operations controlled by home country entities (eg
corporate group, consolidated bank)

® Using data reported by non-resident entities
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