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Japan's Emergency Financial Package Against
COVID-19 Crisis

NAKANO Mitsuhiko

Governments of most countries have been struggling against the
economic downturn caused by COVID-19 and taking financial packages
such as an expansion of official lending or interest subsidies for borrowing.
Japanese government also has secured budget of 62 trillion yen of financial
aids to domestic business entities.

One specific feature of the current package is an official initiative of
launching a subordinate loan to private companies including small and
medium sized ones. A subordinate loan is recognized as a kind of capital on
the self-assessment of financial institutions though it is literally debt on a
balance sheet. It contributes to an improvement of capital ratio of a
company. But it should be noted that a subordinate loan is riskier for a
creditor than an ordinary one because the loan has neither any division
repayment nor collateral.

Given the weak economic growth of Japan in the rapid aging society an
easy launch of a subordinate loan might result in the significant cause of
later economic trouble. Both debtors and creditors should consider a

negative impact of a subordinate loan.



