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STATEMENT TO BANK OF JAPAN POLICY BOARD

The primary objective of the Policy Board of the Bank of Japan is to for-
mulate as well as direct, supervise, and publish monetary and credit policy for
the Central Bank so as to harmonize the interests of all agencies of the Gov-
ernment and the entire banking system in such a way as to serve the best inter-
est of the national economy. To accomplish this task, it will be necessary for
the Board to organize itself into an operating body in compliance with the law,
by issuing rules of organization and procedure for the purpose of creating a
structure within the bank which will operate smoothly and efficiently. Before
these are adopted it will be necessary to submit them to this Headquarters for
coordination.

Once this has been accomplished there are many problems now pending,
the solution of which falls within the jurisdiction of this body. In view of the
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number, only a few outstanding ones will be discussed at this time.

The Board will have to keep under review the loan and rediscount policies
of the Central Bank. These policies will be coordinated with business cycle
trends to meet the overall needs of the economy, and the credit requirements
of the National Government, and with any direct loan program which may
be carried out by the government through any agency whatsoever, including
the U.S. Aid Counterpart Fund which is about to become operative. This
assignment will involve a review of present loan and rediscount rates of the
Central Bank, and rates of interest paid by all financial institutions receiving
deposits, and may involve adjustments in the overall rate structure directed
toward bringing the Japanese money market into better relationship with the
world market.

In this connection also, the Board will have to turn its attention to develop-
ing a sound and equitable relationship between the Central Bank and its client
banks, looking forward to the establishment of a reserve system. It will be a
responsibility of the Board to strengthen the banking system by establishing
operational regulations covering such matters as proper limitations to be placed
on loans which any bank may make to individual customers. It is expected
that through those efforts and decisions of the Board which are aimed at
strengthening the banking system the enactment of a law for the development
of deposit insurance will be made possible. The maintainance of an orderly
and stable market of government bonds is likewise a prime requisite. The
open market policy developed by the Board should be directed toward that
need, as well as providing adequate credit facilities to maintain a satisfactory
rate of rehabilitation of the Japanese economy.

Furthermore, their renewed efforts to develop a more active bill market
for liquid short-term commodity and commercial bills and the seasonal
rediscounting and purchasing of such bills by the Central Bank, places
emphasis upon such a method of financing rather than the present method of
extensive use of direct loans to financial institutions by the Central Bank. This
program will develop a more liquid security behind the note issue, and as a
result the national currency may become a currency acceptable to the Interna-
tional Monetary Fund.

While the Ministry of Finance is actively preparing a revision of the bank-
ing law, the Policy Board should be advised of developments by the representa-
tive from the Ministry, and the Board should likewise assume the responsibility
of making recommendations so that the new legislation will be coordinated
with the policies of the Board.

The Policy Board, being composed of outstanding leaders selected from
all segments of the Japanese economy will have the opportunity to fill a much
needed function of coordinating the various interests of the country. To accom-
plish this purpose the members must assume full responsibility and be on an
equal status with each other. Under this concept the chairman should act as
spokesman and not rule the Board.

When the Board becomes operative it will be expected to keep the public
informed of its activities, problems, and decisions through the publication of
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monthly bulletins, the issuance of which should be prescribed in its rules of
organization and procedure.
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