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Real GDP Growth, Deviation from
Trend, 1998
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Corporate Debt/Equity Ratio, 1996
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Return on Average Assets (ROAA)
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(Balance Sheet Effect) (Collapse of Domestic Demand)
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“In the end, the public determines the desirable
sequencing of policy change. A decision to realize the efficient
reallocation of resources all at once will be associated with
significant pain but at the same time, it could pave a way for
faster recovery later. To the contrary, a decision to realize
reallocation in a gradual manner could avoid a sharp downturn,
but it could delay a sustainable recovery.

It is hard to say which approach is appropriate a priori.
Having said that...the fact that the economy has recorded a low
growth for 10 years or so, the shortcomings of the gradual
approach are becoming more evident.”

Yutaka Yamaguchi
Deputy Governor of the Bank of Japan




