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Statements, Speeches & Material

In this corner, we post statements and speeches made by the Minister, the Senior
Vice Minister, the Parliamentary Secretary and FSA officials, as well as
presentation material they used.

Speeches

October 24, 2008

Summary of Remarks by Shoichi Nakagawa, Minister of Finance and Minister of State for
Financial Services, at the Committee on Financial Affairs of the House of Representatives,
the 170th Extraordinary Diet Session

October 14, 2008
Statement by Shoichi Nakagawa, Minister of Finance and Minister of State for Financial
Services

October 25, 2008

"Global financial crisis and Japan’s experience in the 1990s" Keynote speech by Takafumi
Sato, Commissioner, Financial Services Agency, at the Symposium on Building the Financial
System of the 21st Century
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Photograph Gallery

In this corner, we post photographs of the Minister, the Senior Vice Minister, the
Parliamentary Secretary and FSA officials at work in meetings, conferences and
other events.
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Meeting of Director-Generals of Local Finance Bureaus
(October 30)




[Featured]

FSA takes measures for stabilizing the financial markets and for facilitating
financing

On October 10, 2008, the G7 Finance Ministers and Central Bank Governors met in
Washington, DC. From Japan, Shoichi Nakagawa, the Minister of Finance and Minister of
State for Financial Services, and Masaaki Shirakawa, the Governor of the Bank of Japan,
attended. At the meeting, the G7 agreed to take decisive action and use all available tools,
and issued a Plan of Action consisting of five action items.

Accordingly, Minister Nakagawa following his return from the United States, issued a_
Minister's Statement on October 14, outlining the measures to be implemented in Japan in
line with the G7 plan of Action.

Furthermore on October 27, Prime Minister Taro Aso told Minister Nakagawa and other
related cabinet members, to execute measures aimed at assuring market stability and
facilitating financing asking them to implement the measures from the three standpoints of
stock market stability, further reinforcement of financing functions and expansion in the
breadth of securities investment. (This has been incorporated into the Japanese
government's Economic Policy Package: Measures to Support People’s Daily Lives
announced on October 30.)

In response to these developments, the Financial Services Agency has taken immediate
action on measures that do not require revision of laws and ordinances, etc., and at the
same time has commenced work to take swift action on other measures.

The direct impact of conditions in the global financial markets on the health of Japan's
financial system has been relatively limited, compared to the impact on those of the United
States and Europe. Furthermore, Japan has sufficient safety nets already in place, mainly in
the form of the deposit insurance system, having experienced its own financial crisis already
in the 1990s. However, as the impact of the financial market turmoil around the world
begins to be felt in our domestic financial sector through stock prices and conditions in the
real economy, it has been decided that measures should be implemented in an urgent
manner, placing emphasis on swift and appropriate action, while continuing to monitor
developments on heightened alert.

The measures announced on October 14 and 27 are outlined as follows.

[Measures for stabilizing the stock market]

1. Relaxation market restrictions regarding purchase of own stocks by listed
companies

From the viewpoint of preventing market manipulation, purchase of own stocks by listed
companies is subject to the following four restrictions under the Cabinet Office Ordinance:

() Volume of purchase per day. The upper limit is 25 percent of average daily trading
volume during the four weeks immediately preceding the purchase.

(i) Timing of purchase. Purchase during the 30 minutes immediately before the close of
trading is prohibited.


http://www.fsa.go.jp/en/announce/state/20081014.html

(iif) Purchase price. The price cannot exceed that of the most recent sales.
(iv) Number of securities firms. Purchase is permitted through only one securities firm per
day.

In light of the current condition of Japan’s stock markets, the restrictions regarding (i) the
upper limit on the volume of purchase per day and (ii) the timing of purchase will be
temporarily relaxed in order to facilitate the purchase of own stocks by listed companies.

2. Strengthening of restrictions on short selling

In Japan, the following restrictions with regard to trading of all listed stocks have already
been in place and continue to be in effect today:

1) Verification and marking requirement

Traders are required to verify and mark whether or not the transactions in question are short
selling.

2) "Uptick rule requirement”

Short selling transactions are prohibited, in principle at prices no higher than the latest
market price announced by the stock exchange concerned.

In response to the Minister's Statement of October 14, the FSA has decided to take the
following additional measures:

(i) Enhancement of disclosure on information regarding short selling at the
exchanges

From the viewpoint of ensuring market transparency and facilitating the monitoring of
market activities, the FSA requested exchanges to enhance their disclosure on information
regarding short selling. Specifically, starting from October 14, exchanges are requested to
make daily announcements on their aggregate price of short selling regarding all securities
and aggregate price of short selling by sector (33 sectors in total), although monthly
announcements had been previously made on their aggregate price of short shelling
regarding all securities.

In response to the Prime Minister's order of October 27, the FSA has taken the following
measures, which are urgent and temporary steps effective until March 31, 2009, in view of
the current state of the stock markets and other developments, including new restrictions on
short selling in foreign countries.

(i) Naked short selling (short selling in which stocks are not borrowed at the time of
selling) is prohibited

(iiiHolders of a short position of a certain level or more are required to report to
exchanges through securities firms, and exchanges are required to publicly disclose
such information

*Details on 1 and on (ii) and (iii) of 2 are found in "Explanations of Laws and Regulations" of
the current issue of Access FSA. For details on (i) of 2, please access FSA requests
enhancement of disclosure on information regarding short selling at the exchanges
(October 14, 2008) under Press Releases section on the FSA website.

3. Flexible management of stock ownership restriction on banks
Although stock ownership by banks, etc. is regulated to not exceed the value of Tier 1
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capital under the Act on Limiting Shareholding, etc by financial institutions, etc. (Act No. 131,
2001), the Act allows ownership exceeding Tier1 capital as an exception with the approval
of the authorities, if it is a result of unforeseeable events, including a rise in shock market
prices. With this latest measure, ownership exceeding the Tier 1 capital may be tolerated
with supervisory approval in view of the current market conditions. The measure is already
in effect.

[Measures for further strengthening of financial functions]

4. Facilitating SME financing by strengthening and utilizing the Act on Special
Measures for Strengthening Financial Functions

The objective of the Act on Special Measures for Strengthening Financial Functions (Act
No. 128, 2004) is to strengthen financial functions through government capital participation
in financial institutions and to stimulate regional economies, including facilitating lending to
small- and medium-size enterprises (SMEs).

The Minister's Statement of October 14 outlined the urgent need to facilitate financing to
SMEs by regional financial institutions by strengthening and utilizing the Act on Special
Measures for Strengthening Financial Functions, as part of the measures aimed at
implementation of the G7 Plan of Action.

Accordingly, the Bill for Amendment of the Act on Special Measures for Strengthening
Financial Functions and the Act on Special Measures for Promotion of Organizational
Restructuring of Financial Institutions was approved by the Cabinet on October 24, 2008,
and has been submitted to the Diet. In this bill, it is proposed that the deadline for
application pertaining to capital participation by the government be extended to March 31,
2012, and the capital participation requirements be revised. Also, the creation of a new
scheme for capital participation of the government in central organizations in order to
promote enhancement of the financial functions provided by those of cooperate financial
institutions as a whole.

In addition, the upper limit of the government guarantee for borrowings by the Deposit
Insurance Corporation for the purpose of capital participation by the government, which is
currently ¥2 trillion (FY 2008 budget), is scheduled for review for a possible increase to a
level adequate for facilitating financial functions further, according to the Measures to
Support People’s Daily Lives announced on October 30.



Facilitating SME Lending with Application of the Financial Functions Strengthening Act
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Capital Participation in Central Organizations of Cooperative Financial
Institutions

1. Application

"1 The following policies for strengthening the financial functions of cooperative institutions
are to be submitted

e Measures to boost profitability and business efficiency at the central organizations of
cooperative institutions and cooperative financial institutions

e Management guidance policy for cooperative financial institutions to which capital support
is to be provided

eMechanism for effective use of public funds

e Measures that contribute to the invigoration of regional economies, such as facilitating
SME lending

2. Standards for Government Capital Participation

e The submitted financial function strengthening policy for cooperative financial institutions
is suitable in stimulating the exercise of the financial functions provided by cooperative
financial institutions as a whole.

eSmooth and steady implementation of the said policy can be expected.

e Recovery of public funds is not difficult.

e Asset valuation has been executed appropriately.

e Not falling under bankrupt nor insolvent financial institutions.

3. Post-Investment Inspection

e Report on the state of progress on the financial function strengthening policy submitted on
a semiannual basis

e Follow-up by the FSA (supervisory measure to be executed when necessary)

5. Extension of government assistance for the safety net with regard to life insurance
sector

As a safety net for life insurance sector, a scheme is already in place for financial and other
assistance by the Life Insurance Policyholders Protection Corporation (PPC) (established in
December 1, 1998), to ensure the protection of insurance policyholders if a life insurance
company enters bankruptcy. It provides a guarantee of up to 90% of the policy reserves to
be accumulated by the insurance company for the payment of insurance claims (actuarial
liability) as the general rule.

The financial resources of PPC are covered by contributions from life insurance companies.
However, if such contributions alone are unable to cover expenditures, government
assistance is made possible until March 31, 2009, under the current law.

The Minister's Statement of October 14 states that consideration will be given to extending
government assistance for the safety net even after the current deadline of March 31, 2009.
Following this statement, the bill for amendment of the Insurance Business Act was
approved by the Cabinet on October 24, 2008, and has been submitted to the Diet. The bill
is targeted to extending government assistance until March 31, 2012, in order to ensure that
the safety net will remain in place to protect the interest of insurance policyholders under the
severe financial conditions.




Safety Net for Life Insurance Sector
Life Insurance Policyholders Protection Corporation (PPC)

<Current system>

The objective and description of the safety net

* The objective is to protect insurance policyholders. in case of a life insurance
company going bankrupt

* Provides financial assistance to receiving companies, etc. to guarantee up to
90% of the policy reserve as a general rule

<Financial assistance scheme>

* The principal financial resources are contributed from life insurance companies.
PPC is able to provide funds with a government guarantee (permanent measure).
* If contributions from life insurance companies are unable to cover expenditures,
the government assistance is made possible until March 31, 2009.

Under the current severe financial conditions, it is necessary to secure a safety net
that will adequately provide continued protection of policyholders.
— Government assistance_provision to be extended after April 2009 (until March 31,

2012)




6. Partial relaxation of the capital adequacy requirement for banks

In order to maintain the financial soundness of banks and other deposit-taking financial
institutions, these institutions are required to keep regulatory capital at a certain ratio to
assets weighted by risk (capital adequacy requirement). In calculating the capital
adequacy ratio (e.g. for international standards), part of valuation profits in accounting
from available-for-sale securities, such as stocks and bonds, are permitted to count in
regulatory capital calculation.

Based on the Measures to Support People’s Daily Lives that aims to "allow more
flexibility into the capital adequacy requirements in compliance with the framework of
international accord so as not to weaken financial intermediary functions of financial
institutions as a result of abrupt fluctuations in capital adequacy ratio under the ongoing
extraordinary market turmoil, " the FSA will take the following supervisory measures to
be in effect for a limited period from the business year ending December 2008 to the
business period ending March 2012. Accordingly, the proposed FSA Regulatory Notice
will be issued by the FSA shortly for public comment.

(1) Deposit-taking financial institutions to which domestic standards are applied
(financial institutions that are not operating overseas) are not required to recognize
valuation losses from available-for-sale securities deducted from the Tier 1 capital.

(2) Deposit-taking institutions to which international standards are applied (financial
institutions with overseas operations) will have an option not to recognize both
valuation profits and valuation losses specifically on securities without credit risks
(zero-risk-weighted securities), such as government bonds, in capital calculation.

(Summary of Relaxation Measure)

Previous New
Government i itg
bonds, etc. | Valuation profits: Excluded g\r/]zlﬁag;)n profits:  No
Domestic from capital adequacy vV 9¢ .
Stocks ) ) aluation losses: Excluded
standards , Valuation losses: Approx. from canpital calculation
corporate | 60% (after tax basis) P
bonds, etc. | deducted from Tier 1
Valuation profits: Excluded
Government | Valuation  profis:  45% | from capital calculation
. bonds, etc. | included in Tier 2 Valuation losses: Excluded
International ) ) . ;
Valuation losses: Approx. | from capital calculation
standards o :
Stocks, 60% (after tax basis) (No change for both
corporate | deducted from Tier 1 . 9 ,
valuation losses/profits)
bonds, etc.

7. Support for efforts toward optimal accounting of financial products

Study and work are currently underway in developing accounting standards, including
accounting for financial products, at the Accounting Standards Board of Japan (ASBJ),
with attention focused on international development. The FSA policy is to provide
support and work toward the development of adequate accounting for financial
products, with attention to the Prime Minister's instructions of October 27 and the
Measures to Counter Difficulties in People's Daily Lives.

Greater clarity in fair-value calculation method

In financial products accounting, calculation is to be based on "fair value," excluding
certain cases. Under this accounting system, the market value is defined as "fair value"
if there is adequate trading in the market. If market price does not exist, on the other
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hand, a value based on logical calculation (theoretical value) is employed as "fair
value."

Regarding this, ASBJ announced in its Q&A of its interpretation that, when market price
cannot be adopted as it is in accounting, such as when actual transactions are
extremely small in number or when there is an extremely wide difference in "bid" and
"offer" prices, these are cases where it is appropriate to employ the theoretical value
should be employed as "fair value."

In response to clarification of the rule by ASBJ, the FSA revised its Basic Policy for
Financial Inspections in Program Year (PY) 2008 to conduct verification of self
inspection of negotiable securities by financial institutions with attention to this
interpretation. Verification with attention to further clarification of accounting standards,
etc. in the future was also included explicitly in the Policy.

Change in objective of financial products ownership

The ASBJ is conducting studies into the approval, in very exceptional cases, of the
reclassification of securities in the "trading securities" or "other securities" categories
included in fair-value assessment into the "held-to-maturity securities" category, which
is excluded from fair-value assessment (amortized cost method). The FSA is in full
support of swift action by the ASBJ.

8. Other activities for facilitating financing

The FSA has been working in cooperation with the Small and Medium Enterprise
Agency in order to gain a detailed assessment of actual conditions regarding SME
financing. On October 15, Minister Nakagawa issued a renewed request to
representatives of financial institutions to boost smoother financing. (For a look into the
request, please see the cover of the current Access FSA issue.)

Moreover, in the drive to strengthen the surveillance and facilitation of SME financing, a
new information gathering service on financing by financial institutions, which reports
directly to the Minister, named "Daijin Meyasubako," was created on October 16.

[Measures for expanding the breadth of securities investments]
9. Measures for facilitating stock purchase by Japanese-style employee stock
ownership plans

Currently, Japanese-style employee stock ownership plans are exempted from certain
securities regulations such as insider trading restrictions, under the following
conditions:

1) Amount of employee contribution to the employee stock ownership plan is less than
one million yen per person per one contribution (there are no restrictions on the total
outstanding amount of contribution); and

2) Stocks are purchased continuously in accordance with a certain plan, and not based
on individual investment decisions.

In order to facilitate stock purchase by Japanese-style employee stock ownership plans,
the Financial Services Agency (FSA) made the following requests today to the Japan
Securities Dealers Association (JSDA):

(i) From the viewpoint of promoting active use of Japanese-style employee stock
ownership plans, the JSDA should promote understanding of the conditions mentioned
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in 1 above through its members; and

(ii) With respect to the JSDA guideline which states that "stock purchase in accordance
with a certain plan" must be conducted, in principle, on a specified date of the month,
the JSDA should clarify that stock purchase does not necessarily need to be conducted
on one specified date per month, but can be conducted on two or more specified dates.

In order to facilitate stock purchase by Japanese-style employee stock ownership plans,
the Financial Services Agency (FSA) made, at the instruction of the Prime Minister, two
requests to the Japan Securities Dealers Association (JSDA) on October 27 as follows:
From the viewpoint of promoting active use of Japanese-style employee stock
ownership plans, the JSDA should promote understanding of the above exemption
through its members; and the JSDA should clarify that stock purchase does not
necessarily need to be conducted on one specified date per month, but can be
conducted on two or more specified dates.

*For further details, access Measures to facilitate stock purchase by Japanese-style
employee stock ownership plans (27 October, 2008) under "Press Releases" in the
FSA website
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[ International Affairs]

Publication of "Report of the Financial Stability Forum (FSF) on Enhancing

Market and Institutional Resilience: Follow-up on Implementation” by the
Financial Stability Forum

The Financial Stability Forum (FSF) submitted a report titled Report of the Financial
Stability Forum on Enhancing Market and Institutional Resilience (hereinafter referred
to as the "April Report") to the Meeting of the Group Seven Finance Ministers and
Central Bank Governors (G7) held this April in Washington, DC on April 11, 2008. The
report consisted of analysis of the causes of the recent global financial market turmoil
and proposals on concrete, comprehensive market reinforcement measures. The FSF
reported on the state of implementation of the proposals in the April Report at the G7
meeting held on October 10 (2008) in Washington, DC, and published the Report of
the Financial Stability Forum on Enhancing Market and Institutional Resilience: Follow-
Up on Implementation (hereinafter referred to as the "Follow-Up Report").

The Follow-Up Report reported in detail on the state of implementation of all of the
proposals in the April Report. In addition, it presented proposals that should be
implemented with greater speed, as well as additional matters that should be
addressed in the future. The report can be outlined as follows.

1. State of Implementation of the Proposals in the April Report

» National financial authorities, international organizations and private sector bodies
are currently working on implementation of the proposals in the April Report, in the
following five areas.

Strengthening prudential oversight of capital, liquidity and risk management
Enhancing transparency and valuation

Changes in the role and uses of credit ratings

Strengthening authorities' responsiveness to risks

Robust arrangements for dealing with stress in the financial system

» The work on priority actions designated in the G7 statement in April to be
implemented within 100 days has been carried out as planned. Actions endorsed for
implementation by the end of 2008 are expected to produce concrete results by then.
Work is also on track to implement many other recommendations, and will be
monitored for swift action on these recommendations.

> In light of market developments, implementation will be accelerated in the following
areas.

e Market participants to set up central counterparty clearing for OTC credit
derivatives.

e Accounting standards-setters to enhance and converge guidance on valuation of
instruments in inactive markets, as well as accounting and disclosure standards for off-
balance sheet activities.

e Credit rating agencies (CRAs) to enhance their efforts to provide differentiated
information or ratings for securitized products.

e Private sector organizations that have recommended improvements to industry
practices are to establish frameworks for rigorously monitoring and reporting on the
timely implementation of such improvements.

2. Additional Issues to Be Addressed

» Along with the proposals in the April Report, the FSF will also address the following
additional issues.

e Study and monitor the international interaction and consistency of emergency
response measures currently being implemented by national bodies.
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e Study and address pro-cyclicality in the financial system. The following issues are
to be reported at the G7 meeting next April.

— Capital regime: The impact of Basel Il on the cyclicality of capital requirements
will be examined, along with measures to strengthen capital buffers during periods of
economic prosperity.

— Loan loss provisioning: Study into how judgment is used in accounting
standards from a long-term perspective, for provisioning unaffected by economic
conditions.

—  Compensation arrangements in financial institutions: Study into the appropriate
role for regulators and supervisors in this area.

— Valuation and leverage: Analysis of the interplay between valuation and
leverage and study into policy responses.

e Scope of financial regulation to be reassessed, with an emphasis on institutions,
instruments, etc. that are currently unregulated.

e Integration of macroeconomic oversight and prudential supervision to translate
systemic concerns more effectively into concrete supervisory and regulatory responses.

To date, the FSA has been taking swift and aggressive action on the proposals in the
FSF Report, from the perspective of strengthening information disclosure by Japan's
financial institutions, as well as risk management. Furthermore, the FSA is participating
in, and actively contributing to discussions and deliberations by various international
bodies regarding the proposals, those bodies are implementing. The FSA will continue
to work in close cooperation with the relevant international bodies and in order to
implement the FSF proposals effectively.

Note: The Financial Stability Forum (FSF) was established in 1999 by the finance ministers and
central bank governors of the Group Seven countries, for the purpose of exchanging
information on financial market oversight and surveillance and promoting greater stability
in international finance through closer international cooperation. The FSF membership
consists of the relevant authorities in nations and territories where important international
finance centers are located, along with international bodies including financial oversight
administrators (Basel Committee on Banking Supervision, International Organization of
Securities Commissions (IOSCO) and International Association of Insurance Supervisors
(IAIS)), international financial bodies (International Monetary Fund (IMF) and World Bank)
and others. Japan is represented by the Financial Services Agency, Ministry of Finance
and Bank of Japan.

The 4th meeting of the International Forum of Independent Audit Regulators i
Cape Town

The 4th Meeting of the International Forum of Independent Audit Requlators (IFIAR)
was held in Cape Town, South Africa. Chairman Akira Kaneko of the Certified Public
Accountants and Auditing Oversight Board participated in the meeting.

The IFIAR is an association of audit regulators established to promote cooperative
relations and share auditing experiences between various countries, for the betterment
of auditing quality. At present, it consists of 27 nations and territories including the US,
UK and other leading countries (as members) and 8 international organizations (as
observers).

At the meeting, the IFIAR Charter drawn up at the 3rd meeting in Toronto was adopted
by the members. The Charter laid out the organization and future role of the IFIAR,
specifically confirming the body's activities as: sharing knowledge gained from practical
experience in auditing by the audit regulators of member nations; promoting
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collaboration in regulatory activities; and providing a platform for dialogue with other
organizations that have an interest in audit quality. It also specified how the
organization would be developed, including the establishment of an Advisory Council,
etc.

Furthermore, there were exchanges of views on audit regulation organizations, such as
the registration and notification of foreign audit firms, etc., and on information regarding
audit quality. Discussions were also held with representatives of BDO, Deloitte Touche
Tohmatsu and KPMG, three of the six major international audit networks.

The IFIAR also decided to hold its third annual audit inspection workshop, for members
to exchange skills and experiences in regulatory auditing, on February 12-13, 2009 in
Stockholm.

The CPAAOB plans to continue to participate in these meetings and to work for the
further improvement of audit trustworthiness and better audit quality in Japan, by
building and strengthening cooperation and collaborative ties with audit regulators in
other countries.

Chairman Kaneko (second from rigt)
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[ Explanations of Laws and Requlations]

FSA relaxes market restrictions regarding purchases of own stocks by liste

companies and strengthens restrictions on short selling

In view of the current situation of Japan’s stock market, the following necessary
measures have been implemented as immediate and temporary measures:

1. Relaxation of market restrictions regarding purchases of own stocks by listed
companies
In order to facilitate smooth purchases of own stocks by listed companies, a Cabinet
Office Ordinance (“Cabinet Office Ordinance on Special Provision to Cabinet Office
Ordinance on Restriction of Trading of Securities”), aiming to relax regulation
regarding purchases of own stocks by listed companies within the year, was issued
and enacted on October 14, 2008. The measure will be applied until December 31,
2008.
The details are as follows:

(1) Volume of purchases per day.
Previously, the upper limit was 25 percent of the average daily trading volume
during the four weeks immediately preceding the purchase. Under this measure,
however, the upper limit will be 100%.

(2) Timing of purchases
Purchases of own stocks were permitted outside the 30 minutes immediately
before the close of trading. This rule will not be applied for now.

2 . Strengthening of restrictions on short selling
In order to reinforce restrictions on short selling, the Order for Enforcement of the
Financial Instruments and Exchange Act (Act No. 25 of 48) and related Cabinet
Office Ordinances were revised, issued and enacted.

The details are as follows:

(1) Naked short selling (short selling in which stocks are not borrowed at the time of
selling) is prohibited in all listed stocks.

In relation to this measure, the “Cabinet Order for Amendment of the Order for
Enforcement of the Financial Instruments and Exchange Act’, “Cabinet Office
Ordinance for Amendment of the Cabinet Office Ordinance on the Act on
Restriction of Trading of Securities” and “FSA regulatory Notice on Securities
Designated by the Commissioner of the Financial Services Agency as Defined in
Article 26-2, Paragraph 2 (i) of the Order for Enforcement of the Financial
Instruments and Exchange Act” were enacted, to be implemented between October
30, 2008 and March 31, 2009.

(2) Holders of short positions of or above a certain level are required to report to
exchanges through securities firms. Exchanges are required to publicly disclose
such information.

In relation to this measure, the “Cabinet Order for Amendment of the Order for
Enforcement of the Financial Instruments and Exchange Act,” “Cabinet Office
Ordinance for Amendment of the Cabinet Office Ordinance on the Act on Restriction of
Trading of Securities” and “FSA regulatory Notice on Securities Designated by the
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Commissioner of the Financial Services Agency Defined in Article 26-5, Paragraph 1 of
the Order for Enforcement of the Financial Instruments and Exchange Act” were
enacted, to be implemented between November 7, 2008 and March 31, 2009.

[Minister in his own words]

This section provides information regarding the hot topics of the moment,
selected from questions and answers given at the Minister's press conferences,
etc.

If you wish to find out more, we invite you to visit the “Press Conferences”
section of the FSA website.

[ Opening Remarks by Minister Nakagawa]

| do not have anything particular to report to you about today’s cabinet meeting. As
there is a committee meeting that began at 10.a.m, nothing particular was discussed.

As | said when | met with representatives of financial institutions the day before
yesterday, | received a great number of various opinions after | suggested in a
television program about two weeks ago — | made this suggestion because | heard
that there were numerous complaints about curbs on loans — that opinions about
curbs on loans be sent to me directly. | have to examine each and every one of them
myself. However, as this is not a problem that does not concern only me, the FSA
(Financial Services Agency) has set up a contact point through which opinions and
complaints are accepted either via postal mail, e-mail or telephone. Details will be
announced later by FSA staff. We already received three opinions and complaints
yesterday, one of which was a complaint about a financial institution’s refusal to
provide a loan to a well-performing business planning a business expansion. Of course,
| will not order the provision of support to any specific company, as it would be an
inappropriate intervention. | am hoping to contribute to the elimination of cases of
financial institutions curbing new loans or collecting outstanding loans in general.
Through hearings with financial institutions, we can only collect the opinions from the
lender side, so we have launched the new system of inviting opinions, hoping to
narrow our perception gap with hard-working borrower companies. | have instructed
FSA staff to immediately forward to me the opinions received through the new system.
Yesterday, | received so many e-mails that | could not have read all of them even if |
had stayed awake all night, so | just took a cursory look at them. However, | would like
to establish my own arrangements for properly reading e-mails received through the
new system. | want the e-mails to be forwarded to me without any alteration. If | detect
any alteration, | am determined to take harsh disciplinary action. Although | do not
expect to face such a situation, | am tackling this issue with that kind of firm stance.

[Extract from the press conference on October 17, 2008]
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[Opening Remarks by Minister Nakagawa]

Earlier today, the Prime Minister summoned me and expressed strong concern about
recent volatile stock price movements. As these could affect the real economy and the
financial system, he instructed me and the policy planners of the ruling parties — the
Liberal Democratic Party and the New Komeito — to take steps to stabilize the market
and ensure the smooth exercise of financial functions. Minister (of Economy, Trade and
Industry) Yosano and the Chief Cabinet Secretary (Kawamura) also attended the
meeting.

Specifically, he instructed us to rebuild public confidence in the government and the
market by issuing the instructions that | will now explain to you. This is necessary not
only for Japan’s sake. As this is very important, he told us to do what we can boldly and
as soon as possible. | will explain what we are able to do from today, or later.

First, the Prime Minister instructed me to tighten restrictions on short selling of stocks
in order to stabilize the stock market, and this will be decided at a cabinet meeting on
Friday. We will tighten restrictions as soon as possible, by the first trading day of
November — that is, just after the three-day weekend starting on November 1. In
addition, we would like to quickly start allowing the flexible application of restrictions
regarding banks’ stockholdings.

Secondly, regarding the strengthening of financial functions, the Prime Minister gave
me instructions concerning a partial introduction of flexibility into the capital adequacy
ratio regulation. “Partial” introduction means that flexibility will be applied to banks
subject to domestic capital adequacy standards, as opposed to those subject to
international standards. Next, he gave instructions concerning support for efforts to
ensure appropriate accounting of financial instruments, an issue being debated by the
Japanese Institute of Certified Public Accountants. | understand that a public comment
regarding this will be issued soon. Thirdly, he instructed me to consider expanding the
scope of government capital participation based on the Act on Special Measures for
Strengthening Financial Functions. This involves legislation, so we will ask the Diet to
enact a relevant bill as soon as possible.

Another planned measure is facilitating stock purchases by employees’ stock
ownership schemes, which has been proposed by the Prime Minister. We have
requested the Japan Securities Dealers Association to consider this measure, so we
expect that it will be able to be implemented immediately.

These are the instructions the Prime Minister gave me. As for the ruling parties — and |
think that ruling party officials will give you explanations — the Prime Minister instructed
them to consider how to use the Banks’ Shareholdings Purchase Corporation,
apparently referring to stock purchases by this corporation. In addition, he instructed
them to consider extending the effective period of the reduced tax rate for securities
investment, along with the possible enhancement of tax breaks. He also gave
instructions regarding a plan to expand the securities market by providing preferential
treatment to small-lot investors.

These are the instructions issued by the Prime Minister. As | told you, he instructed
us to start with what we are able to do immediately, and the measures | have
explained to you are the ones that we can start immediately.

[ Extract from the press conference on October 27, 2008]
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[Information]
The FSA has started an E-mail Information Service. If you register your e-mail address

on the Subscribe Page of the FSA website, we will notify you by e-mail once on each
day when new information is posted on our website. For details, please access
Subscribing to E-mail Information Service of the FSA website.
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