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T RECENT SITUAT 101
GINERAL REMARKS

The militarr catbr c% 3n Manchuria in 1931 markcd the first turning
voint in the fraoneial nolicy of tho Jananese CGevernment.  Tho change
had to bc made to mect the cnergeney conditions brought about by the
tountry*s advancc on the continent, The new state born in Manchuria
~had to be financdelly" aided, For hor defensc Janan assumed full reshongi-
bility. !fanchuric's natural rcsources hed to be develoned at a high
tempo to sunnly raw naterial for tho cxvanding necds of Jaren's heavy
industrics. A1l these and othor undertakings invelved hoavy canital
outlays., Janan's financial oserations ranidly expcnded, and the situation
vas mct almost cntirely by means of rublic borrowing., Thorc as a definite
departure from the doflationist nolicy rigidly cnforecd by ¥inance Min-
ister Tnouye undor the Hamaguchs adminigtration, But this neriod of
stringent ceonomics and Jo costs had 1laid the foundations for thc pecriod
of nroductive cxpansion that vas to follow undcr the so-called "somi-

martimc conditions" of thc country and that continucs under the full wartime

conditions jimnosrd on the country by the undeelarcd wer with China, The
groming Tin:uciel reouircmonts worc clso met 4n good part by cxtemiing
tradc activitics abroad,

SECOMD TURNING FOINT

The socornd turning point in the financial nolicy of the country was
sccit in the neriod of which the now historic "incident on February 26."
1930, wos the most ontstanding landmark. ““ith the risc of military in-
flucnee, cmrhasis =as laid unor the dcfonse adjustmont of tho country,
Under the policy of “inance liin ster Baba tho gro—ing state expenditurcs
cre met partly by inercaszd tax tion and martly by horrowing., The nlan,
homover, of cxtensively mannged ceonomics which he mas to to have ca-
berked woon proved wnmonuler, Finsnec Mindster Yuki vho followed him
chicfly dirceted his nolicy Yo "“the exnansion of »nroductive capacity,"”

THIRD TUR' G PO INT

The third turning -oiat 28 noted after July, 1237 vhen tho undielarcd
war brokc out with Chinc, Under the wertime conditions nor imnoscd on the
country tho nomular lcgisloturc met and apnroved the fiseal nrogram invol-
ving cn inercosce of tues and further nubl ic borromings, A total of ¥2,500
millien =ns votcd ocs was wxpunscs for the neriod July, 1937 to January,
1937s The vartimc financial nolicy &6f thc country was now based on thr-o
fund~mental arineiples, namely, 'expension of nroductive noter, ' Wthe
maintonanes of the country's internationnl nayment bolanee,’ and "the
~djustiacnt of sunply ond demand of commoditics, "

FOURTH TUR I'G PO INT

The fourih and 1:st turning noint camc vhon on Jamuary 16, 1938,
thc Janunose Geveramont deelarcd that Vit vould no longer deal rith
Chiang Kai-ghck or his “ovor-mont,' Tn plain langucge this statoment
mcunt tvo things: first, th-t Jaman had definitcly brokcn dinlomtic rc-
lations with the Mationalist rogime of China: and sceond, that Japan was
to prepar: horsclf for any "long term resistancc” thot China might offuor,
Undcr thcsc vartim conditions the Goyerment had to rc-cxomine its finoncial
pvolicy and rcshane it, The Tperiel  dct, mceting in scecsion in January,
1938, aroroved a number of lcgislative mcasurcs involving swccping changes

in the ficlds of stotc ceonomy, cornmoratc finane~, foroign trade, industrics
and labor,
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PREVENT 104 OF INTLAT TOM

Next, omphasis is 1aid on the prevention of inflationcry dcvelopments,
which arc thought likely, and oven inevitable in somc quartors, os a result
of' hceevy bonded borrowings. Onc of the first stcps token in the samec dirce-
tion is the cncourcging of savings. This vas made definite when ox-Financo
| Minister Kaya spoke ot the mrcting of savings banks in Aoril” . 1938 shortly
| after the conclusion of the Yict sescion. He said th-t thoe savings made
* aarually through the fineneial institutions ~mountod to somcthing 1:ike
'} | ¥2,500 million, <his amount shouid b- reiscd to ¥7,000 and cven to ¥8,000
; | million for 1938, Hc gove the aanual incon: of the mation at av roximately
! B ¥15,000 million, Po-ular savings are also to he cncouraged, a special burcau

, “cing cstablished for this nrurpose with an indencnd nt budgetary avrronria-
‘ tion of ¥1 million.

. NCOMOMIFS MW CONSUNIT ION
Since any undur inflation of the circulation is to be avoidcd, the
official po%icy'is no* chicfly dir cted torard rigid cconomics in con-
he restriction of immorts is now leading to the control of
consumntion in the country,”as scen in the coscs of cotton goods, rubber,
petroleum, éte, The investment of capital roscrves in any lines outside
the province of vartime industrics hns “con checked under the revised law
for rcgulation on capitel, of cetive sinec January, 1938, Cgpital
| | payment and dohenturc issuance arc also nov: subjcct to strict control,
| | At thc samc time the cornorations capitelized at over half a million "orc
onc and all rcouircd to report their capitalization schemes for 1938 by
the middle of Fibruary, 1938, The opcrations 6f capnital roscrves held
| | by the lifc insurancc comnznics vere »laecd by Imncrial Ordinance, issucd
\ | on Jonuary 11, 1938 undcr the joint sup:rvision of the threo Ministors
| of Commcrce-Industry, Fincne: and clfarc. This systcm practically

| cnforccs on the insurance companics the duty of nurch:sing national
s honds,
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