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Watanabe, head of the Financial Services Agency, said Japan has a lesson to share

with the rest of the world in how it dealt with the bad debt problems of the 1990s -
and that the U.S. can learn from Japan's mistakes.

Japan acted too late, procrastinating for six years in tackling the piles of bad debts
major banks had racked up during the excessive ““bubble economy" years.

After wasting stimulus packages and other halfhearted efforts, Japan was forced to
resort to trillions of yen (billions of dollars) of taxpayer money to rescue the banks,
Watanabe said.

He brushed off the differences in the historical backdrop between Japan's and the
U.S."' problems. He insisted the basic result, lenders running out of capital, was
exactly the same - and would ultimately need the same fix.

Experts also said the U.S. credit problems were similar to those of Japan in the
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1990s.

“There are parallels," said Eva Marikova Leeds, professor of economics at Temple
University in Tokyo, pointing to the real estate bubble in both.

“"The underlying problem was the assumption that housing prices would rise
forever," she said. ““Japanese regulators moved too late."

Watanabe, a lower house lawmaker who also oversees economic and administrative
reforms, appeared convinced the U.S. government would use public money. He said
that decision may not come during the presidential election because of the inevitable
question about political accountability.

Watanabe also said he was worried about export-reliant Japan and its massive dollar
holdings if the U.S. fails to wrest itself out of the credit crisis. Direct subprime
exposure among financial organizations here is believed to be relatively small.

““Japan's recovery is dependent on U.S. economic health and so we could be in
deep trouble," Watanabe said.

lwan Azis, professor of management and regional science at Cornell University in
lthaca, N.Y., said comparing the U.S. and Japanese lending fiascos isn't particularly
useful because the causes and mechanisms were so different.

What the U.S. needs is more regulation, while Japan needs to do away with
restrictions to open its markets to foreign investment and new businesses, he said in
a telephone interview.

“There are too many regulations in Japan," Azis said.
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